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Bangkok. Set amidst beautiful 
landscaped gardens, it offers an 
extensive range of leisure activities 
as well, of course, as the standards 








suites each overlooking the Chao 
Phraya River, the Shangri-La is 
truly a city resort in the heart of 
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of personal service for which 
Shangri-La is famous. On your 
visit to Thailand in 1987, where 
else but the Shangri-La Bangkok. 
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We offer you the benefit of our top- 
ranked research team. And we 
provide you with a broad array of 
services and specialists in areas 
such as portfolio management, pri- 
vate banking and lending, and 
foreign exchange. 

Yet all these global opportunities 
are offered to you ina direct and 
personal way through your Merrill 
Lynch Financial Consultant who 
understands your objectives, and 
how to help you meet them. 


Merrill Lynch can help you fulfill 
your investment goals with utmost 
confidentiality in eight offices in 
five countries throughout Asia and 
the Far East. Call our office nearest 
you today. ; 


Harness the power of a 
global presence. 


(2 Merrill Lynch | 
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Striving Together 


Samsung believes in teamwork . . . the kind of striving 
together that combines the depth of our experience with the 
best of our technological skills to bring you our finest achieve 
ment high quality electronic products 

Samsung has something for everyone. You'll delight in the 
picture clarity and vibrant sound of our color TV, VCRs, and 
audio equipment, and Samsung home appliances will give . 
you performance you can rely on 

All Samsung products display the qualities that earned us a 
place as major suppliers for the recent 
Asian Games and the 1988 Seoul Olympics 
telecommunications network 

We are doing more than just providing you 
with dependable electronic products to make 







vour work and life easier, we are building 
lasting relationships. жаана 
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"THE TROCADERO 
Ё- IS FOR SALE. 





A landmark property on a 2 acre site in the heart of London's leisure district. 


The Trocadero is 221,000 square feet The Guinness World of Records Unlike much commercial property 
of shops, restaurants, exhibitions exhibition has helped make The Troc іп London, the Trocadero is for sale 
and leisure attractions, at Piccadilly the fourth most visited fee-paying outright, rather than on a lease. 
Circus. attraction in the capital. Which isn't an opportunity that 

In 1986 around 7 million people There аге 46 units, with a current comes along twice. 1 


visited The Troc, more than half of annual rental income of £1,850,000. Fi rth tail 
them under 40. The forecast for 1987 As yet 50,000 square feet is or further details: 
is 10 million. undeveloped. ) 





The building is a natural meeting 
place, immediately surrounded by 
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the theatres of Shaftesbury Avenue, London 
the cinemas of Leicester Square, and W1A 4NA 
| the clubs and restaurants of Soho. Telephone 01-408 1161 
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Facts and figures on the law of the land 


While your COVER STORY [5 Mar.] on 
Philippine land reform is welcome as 
dealing with that country's key agricul- 
tural and political problem, it contains 
one glaring factual error. James Clad's 
article states that: "Today, all arable 
land divided equally among all land 
claimants would place families of five or 
six on less than a fifth of a hectare — an 
equality in misery." In fact, there are 
approximately 24 million Filipinos in 
families dependent on agriculture (4 
million households averaging six per- 
sons each) and 8 million ha of ara- 
ble land: that is one-third of a 


hectare per capita, equal to 2 ha for a 
family of six. Japan, Taiwan, South 
Korea and China all have developed 
thriving agricultures— after major land 
reforms — with far less land per capita 





for their farmers than the Philippines 
has. 

At a deeger level, the statement re- 
flects twin misunderstandings of the 
land-reform process. First, holdings are 
very unlikely to be “divided equal- 
1 » 


Tenants will receive exactly the par- 
cels they now farm, except now as own- 
ers and with all the motivation to invest 
and produce that ownership brings; and 
agricultural labourers will receive either 
joint or individual ownership of plant- 
ation lands or else individual garden- 
plots to supplement their earnings, de- 
pending almost certainly on crop and re- 
gion. 

Secondly, those 24 million people 
* are now dependent on that land, but 
e producing relatively little on 
if. Land reform neither creates nor 
destpoys land, but brings the exist- 
ing agricultural population into a 


relation (ownership) with the exist- 
ing arable land that promotes greater 
equity, greater political satisfaction, 
and greater productivity from that 
land. 

The Philippines, with its tenant 
farming, produces half or less as much 
rice per hectare, and one-third or less as 
much corn and other coarse grains, as 
the small owner-operated farms of 
Japan, Taiwan and South Korea and 
the owner-like “responsibility system" 
small farms of China. The performance 
of most of the Philippine plantation sec- 
tor is equally bleak. In an intelligently 
executed programme, virtually all a 
ricultural tenants and labourers should 
end up substantially better off than they 
are at present. 


Seattle Roy L. Prosterman 


Palace of despair 


The cost of the visit to the Malacañan 
Palace in the morning is 2200 (US$10 
— quite stiff, it is not Versailles! Bet- 
ter go in the afternoon when it costs P 10 
per person only. Of course there may be 
a queue of a few hundred thou- 
sand — school children flock to the 
place. 

The money wasted is staggering and 
in dreadful taste: cheap-looking mod- 
ern copies of 18th-century furniture. 
One leaves the place with a feeling of 
nausea and disgust. 

The dictatorship had lost long ago 
any feeling of moral responsibility. The 
Marcoses conspicuous consumption and 
waste provide lessons for the thousands 
of young school children who often can- 
not afford to buy their needed text- 
books. 
Manila 


Lessons from history 


The observations by Aristides George 
Lazarus [LETTERS, 5 Feb.], the defence 
lawyer for Hideki Tojo in the Allied war 
crimes trials, have perhaps increasing- 
ly valid currency today than ever be- 
fore. 
When Tojo was asked what had 
pompes the attack on Pearl Harbour, 
e replied that “they [the Japanese 
planners] didn’t think the US would re- 
spond.” What Lazarus neglected to 
mention was that these same planners 
also forecast that if the US entered the 
war, Japan could fight on for two or 
three years. After that, the superior 
economic strength of the former would 
prevail. And, inexplicably, those same 
tacticians predicted that the war would 
last longer than those two or three 
years. 
Given the intransigent nature of Ja- 
panese trading practices and policies 


W. A. Burke Miailhe 
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that effectively prohibit foreign pro- 
ducts from being sold in Japan (either 
completely, like toys from Ноо 5 
or marking ир items to an unrealistic 
level), one wonders if the Japanese are 
engaged in repeating the same histori- 
cal miscalculations in inviting re- 
taliation. 

This time in the form of import re- 
strictions by the countries that Ja- 
pan exports to, and, thus again, assuring 
defeat. 

Despite the more than 50% increase 
in the value of the yen in relation to the 
US dollar over the past 18 months, qual- 
ity scotch whisky still retails for the 
same ¥10,000(¥ 145 = US$1), an almost 
incredible US$70. Some cognacs are 
now US$250 a fifth and up! 

To invite reprisals, as they are doing, 
surely will guarantee their own self- 
characterisation of being unique and 
lend validity to their assertion of 
site-side-of-the-brain reasoning: thus 
concretising the presumption of a 
cial illogica ity that others are incapable 
of understanding. i 
Tokyo Bob Humeniuk 


No persuasion 


I would like to correct an INTELLI- 
GENCE item [26 Mar.]. It is true that the 
New Zealand Government is at present 
undertaking a major refit to improve 
the avionics and weapons systems on 
our A4 Skyhawk fighter aircraft, and we 
are very pleased with the way this is pro- 
ceeding. It is not true, however, that we 


have been trying to persuade the Malay- | 


sian and Indonesian governments to fol- 
low our example and upgrade their own 
Skyhawk squadrons. Wc have friendly 
cooperative relations in the defence 
area with both countries, but unless 
asked we would not offer them advice or 
try to influence their decisions on such 
important matters. Every country must 
decide on its own security needs. 


F. D. O'Flynn 
Wellington 


Minister of Défence 
Points on Shroff 


LJ 
A few points on Anthony Rowley's arti- 
cle, Singapore stoops to conquer 
[SHROFF, 23 Apr. ]. 

Section 47(1) of the Singapore Com- 
panies Act, as it stands now, deems a re- 
nounceable rights issue of securities as a 
public offering where an application is 
or will be made for the listing of the 
securities on the stock exchange. As 
such, the issuer is required to file a fu 
prospectus. I do not have any discretion 
to waive this requirement. 


I have the discretion, however, do e 


rmit the registration of an abridgedq 
instead of a full posp, купеге ап ap-^ 
plication in writing Ша ест made to me 
and I am of the opi hat compliance 
6: ST 
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with the requirements of a full 
prospectus would be unduly burden- 
some: numerous applications of such 
a nature have been received and grant- 
ed. 

In the recent rights issue of the 
Hongkong & Shanghai Banking Corp., 
no application for permission to register 
an abridged prospectus was ever made 
to me. 

In the light of what is stated in the 
preceding paragraphs two to four, the 
statement "The Hongkong and Shang- 
hai Banking Corp.'s recent rights shares 
were not available to Singapore share- 


| holders because the Singapore Regis- 


trar of Companies would not apply the 
discretion he has to waive this require- 
ment" appearing in the penultimate 
paragraph of the article is firstly, mis- 
conceived on a point of law and sec- 
ondly, erroneous in fact. 

Furthermore, Section 47, as you may 
be aware, has already been amended in 
the Companies (Amendment) Bill, 
1987 which was passed by parliament 
recently and which will be put into oper- 
ation very soon. Under the new law 
foreign corporations will not be re- 
quired to register a prospectus when 
making a rights issue. 

The question of waiver from me 
does not therefore arise. 


Chiam Boon Keng 

Registrar of 

Singapore Companies & Business 
More on Nair 


Dr K. S. Das' letter [9 Apr.] carries a 
misleading Singapore address. Das was 
once a medical practitioner in Singa- 
pore. A short while after he was sus- 
panded for three months from practice 

y the Singapore Medical Council in 
1976, he left Singapore for Malaysia. He 
was de-registered from the Singapore 
Medical Register in 1979. 

Das has cast snide aspersions on the 
integrity of the panel of seven doctors — 
both from the public and private sectors 
— who treated Devan Nair. He has 
challenged their findings and asked 
for publication of medical reports on 
Nair. 

Although his letter makes him out to 
be a close friend of Nair, nevertheless, 
Das must know that the patient has a 
right to confidentiality. If Nair wishes to 
have these medical reports published, it 
will be done. Dr Chew Chin Hin 

Acting Permanent Secretary (Health) 
Singapore Director of Medical Services 


The comments about Devan Nair's 
medical condition in the LETTERS [19 
Feb., 5-19 Mar., 2 An) have become 
as interesting as some of the REVIEW's 
feature articles! It is a shame that one in- 
cident can overshadow a lifetime of 
achievement. For Nair's present and fu- 
ture well-being, the issue should be set- 
tled privately. 

Carmel, Indiana ^ Vivienne Obusan Sales 











The Hongkong rot 


In the article Stopping the rot [16 Apr.] 
I have never read anything so truthful, 
so unafraid, and so prophetic. If we are 
not careful now we will be sliding down 
the road of self-destruction. I care and 
therefore I write to record some of my 
Observations which already have found 
à voice in the article. 

Hongkong is heading down the road 
of political bankruptcy. We have in the 
main an uncaring Legislative Council 
(Legco), its principal members out 
to promote their own image. To give a 
few examples: they are concerned with 
their PR by the recruitment of an ad- 
viser, even to the extent of bypassing all 
the rules and procedures for recruit- 
ment. At the height of the Daya Bay 
issue, their most senior member was 
overseas (or so we assumed by her con- 
spicuous absence and silence). 

The society generally suffers from a 
state of moral corruption, reinforced by 
Hongkong's own condonement of sharp 
practices such as insider trading. We 
even let go the thieves we have caught on 
grounds of ill health, or good character 
that is attested to by important people in 
society. My heart sickens, too, to know 
that senior civil servants are feathering 
their own nests. Such may be idle gossip 
that we hear, but these gossips are not 
allayed by the behaviour of civil ser- 
vants, many of whom retire to lucrative 
jobs while still receiving their pensions. 
Alas, as small taxpayers, what can we 
do? Where can we go to seek redress? 
Or to ask for honest replies? 

There is a general belief that Hong- 
kong is a windfall gift to China. There is 
also the belief that by 1992-93, there will 
be a “big letting of blood." All this is 
very well for those who can leave and 
therefore can afford to be irresponsible, 
but what about poor souls like me? 


Hongkong Michael Mak 


Unbiblical thesis | 


I was flabbergasted to read John В. 
Cox's comments on Philip Bowring's ar- 
ticle What is Asia? [LETTE®S, 12 Mar.]. 

Cox's postulation that St Paul's doc- 
trines have evolved from Greek cultural 
concepts, and therefore alien to 
Judaism, is utterly unbiblical. 

In the first place, there is absolutely 
no distinction between the doctrines of 
the Gospel (the New Testament scrip- 
tures) and that of the Old Testament 
scriptures, which is the sole basis of pure 
Judaism. 

Secondly, one of the fundamental 
and cardinal tenets of Christianity per- 
tains to the character of the Bible (both 
the Old and New Testaments). 
Singapore Elijah Thomas Chacko 
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oo Malaysian Prime Minister Datuk Seri Mahathir 
Mohamad survived his biggest political test so far by 
retaining the leadership of the dominant United Malays Na- 
| tional Organisation and therefore of the country, it was by a 
margin of only 43 votes from nearly 1,500 cast — showing a 
paper-thin advantage in the party over his rivals. Although 
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Pages 16-17 

In the wake of recent rebel violence, 
Sri Lankan forces bomb and strafe 
Tamil guerilla strongholds in the 


Pages 53-100 

Around the world, winds of change 
are blowing through the banking in- 
dustry — indeed, questions are being 
raised about whether banks should 
exist at all, at least in their present 
form. FOCUS presents an Asia-wide 
analysis of the situation and the pros- 
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Vietnam turns to private business and ay Pier ory make way for the 

capitalist incentives in a bid to re- m 

vitalise its stagnant economy and 





control soaring inflation. 





Page 18 

Japanese Rrime Minister Nakasone 
climbs down on his controversial 
sales-tax proposal in order to get the 
budget through parliament. 


Page 28 

As the Philippines prepares for a na- 
tional election, candidates for the se- 
nate, any House of Representatives 
avoid addressing the tough political 
and economic issues and instead 
focus on personalities. 


Page29 , 

The senior member of Hongkong's 
Executive Council speaks out against 
direct elections to the territory's 
Legislative Council — with timing that 
makes the government wince. 


Page 32 

Indonesia's ruling Golkar party wins a 
predictable election victory, but the 
minority . Indonesian Democratic 
Party's rise in popularity, especially 
among the young, indicates a desire 
for some political change. 
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Cambodia's government in Phnom 

кө is becoming less on 
Vietnamese, but the guerilla war 

cogtinues to strain its limited re- 

"sources. 


Page 104 

The suicide of the chairman of South 
Korea's largest shipping company 
has highlighted government policies 
aimed at keeping the ailing industry 
afloat. 
























Page 104 Industry: Steelmen's scrap in Pakistan 

An expected fall in interest rates | унну Procione su rcaitesn ogni 118 | | 

could hit the New Zealand dollar. i ee 16 | 

Pages 115-116 — greco = TS 

North Korea sets itself easier targets Putting its West face forward 118 

in its just-unveiled seven-year plan, orco oso cmt ill d Ж. ^, 

but they could still prove hard to ID — CE 
ey pr Rivals in function butnotin fact ——,— 122 | 


achieve. Meanwhile, agriculture re- 





Industry: Boom in toyland in Bangkok —— 125 | 









mains a problem area. Companies: Bond in a bind . . . in Hongkong — 198 08 
118-122 re cetera el Уу » 

: Qualified accounts i A Й 

China sets out to make Citic its friend- hate 14 


ly face to the West and a pre- 
destined success story of the coun- 
try's open-door policy. 


Page 138 

Australia's Alan Bond finds himself in 
a financial tangle in Hongkong as 
underwriters back away from a big 
share rights issue. 


Page 139 

Japan pledges to channel a piece of a 
promised new US$30 billion foreign- 
aid package through the Asian Deve- 
lopment Bank. < 
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Unidentified men threw gren- 
_ | ades and fired automatic 
| weapons at the Quezon City of- 
fice of the Joint US Military 
Advisory Group in the Philip- 
Pines on the evening of 27 
April. Explosions blew out 
glass windows and damaged 
exterior walls but no injuries 
were reported. One telephone 
caller to a newsagency claimed 
- | responsibility for a Muslim 
EI EE but major Filipino Mus- 
Separatist groups dis- 
| claimed any connection. 
| James Clad 


` The latest diplomatic exchange 
| between North and South 
| Korea appears to have ended 
| with Pyongyang's 24 April re- 
| jection of Seoul's demands for 
| the resumption of existing 
| channels of dialogue. In a 
| series of contacts which began 
| at the turn of the year, the 
‘South turned down the North's 
| call for high-level political- 

military talks, but said prime 
| ministerial-level negotiations 
were possible if humanitarian 
апа economic meetings were 
. revived and Pyongyang agreed 
to discuss its controversial 
| Kumgangsan Dam. On 27 
| April, the South restated its 

position. — John McBeth 


| Inthe second mass surrender in 
less than two months, more 
. than 500 Communist Party of 
Malaya (CPM) guerillas gave 
_ themselves up to the 4th Army 
| Region in southern Thailand 
| on 28 April, after waging a 
| futile insurgency movement to 
| liberate Malaysia for almost 40 
| years. The defectors represent- 
ed the entire armed strength of 
a faction which wielded consi- 
derable influence over Thai- 
land’s Yala province bordering 
Malaysia. In March 114 CPM 
members surrendered. 


Paisal Sricharatchanya 


owe warns New Zealand 
over nuclear stance 
British Foreign Secretary Sir 
Geoffrey Howe bluntly warned 
*theNew Zealand Government 
luring a 25-28 April visit that 
s anti-nuclgar ange will 
make it difficult jf E to 
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argue for contin 
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New Zealand butter into the 
European Community — in 
practice, the British market. 

The day before Howe's ar- 
rival, Wellington expelled 
Sergei Budnik, a Soviet dip- 
lomat, for “activities not in 
keeping with his declared 
status,” a move which the offi- 
cial Soviet newspaper Pravda 
said was an attempt to buy 
London's approval. 

— Colin James 
Jeyaretnam appeal 
turned down 
The secretary-general of Singa- 
pore's Workers' Party, J. B. 
Jeyaretnam, has failed in his at- 
tempt to have the Court of Cri- 
minal Appeal review the 
November 1986 decision of the 
High Court to sentence him 
and a party colleague each to a 
month in jail and a fine of 
S$5,000 (US$2,353) for mak- 
ing a false declaration about 
party accounts. As a result of 
the fine Jeyaretnam lost his 
seat in parliament. 

Chief Justice Wee Chong 
Jin said his court had no juris- 
diction to hear the application 
because the High Court was 
the final court of appeal for cri- 
minal cases heard by a subordi- 
nate court. улар said һе 
was applying to appeal against 
the cain to the Privy un- 


— Nigel Holloway 


Taiwan announces broad 
cabinet reshuffle 

Taiwan's е і Kuomintang 
announced a broad cabinet 
reshuffle on 22 April which 
produced a new vice-premier 
plus new faces at the head 
of the defence, foreign, 
and communications minis- 
tries, but left Premier Yu Kuo- 
hwa undisturbed. 

Communications Minister 
Lien Chan, а 51-year-old 
Taiwanese, was promoted to 
the largely ceremonial post of 
vice-premier, replacing Lin 
Yang-kang, who was earlier 
named president of the Judicial 
Yuan. Gen. ore - Wei-yuan, 
74, chairman of the powerful 
Vocational Assistance Com- 
mission for Retired Service- 
men, was named minister of 
defence in place of Wang Tao- 
yuan, now vice-president of the 
Judicial Yuan. 

Long-serving Foreign Minis- 
ter Chu Fu-sung was replaced 
by Ding Mou-shih, his vice- 
minister. Kuo Nan-hung, 50, 
president of National Chiao- 
tung University, will be- 
come the new minister of com- 
munications. — Carl Goldstein 


cil. 


BUSINESS 


Siam City Bank writes 
off Baht 4 billion 
Siam City Bank’s Baht 2.4 bil- 
lion (US$93.8 million) in bad 
debts and losses of almost Baht 
1.6 billion are to be written off 
over two years, the annual 
shareholders’ meeting was told 
on 28 April. One reason for the 
losses was changes in account- 
ing methods imposed after the 
Bank of Thailand (the central 
bank) stepped in to prevent a 
collapse of the bank (REVIEW, 
22 Jan.). A high ratio of high- 
interest long-term deposits also 
hurt the bank, as did dissension 
within top management and 
use of the compradore (agent) 
system in several branches. 

— Liz Carver 


New Delhi moves to 
shore 


up 

To halt the slide in secondary 
market share prices and boost 
the flagging demand for newly 
issued scrip, India’s Finance 
Ministry has banned short sales 
on all of the country’s stock ex- 
changes and Pide co gov- 
ernment-run financial institu- 
tions to step up purchases. For- 
ward transactions not backed 
by physical delivery of scrip 
had lent momentum to the 
bourse's recent slump. Crack- 
ing down on such “blank sell- 
ers," the ministry ordered de- 
tails of all outstanding transac- 
tions over the past few settle- 
ment periods. — Lincoln Kaye 
India cuts public-sector's 
offshore borrowing 
India has pared the 1987-88 
offshore financing plans of its 

ublic-sector industries to just 

s 4.9 billion (US$387.4 mil- 
lion), down nearly 60% from 
the previous year. Some previ- 
ously significant public-sector 
borrowers will now have to 
do without any offshore com- 
mercial or supplier credits at 
all, notably (мо state 
aluminium units and a telecom- 
munications equipment maker. 
Others, like the National 
Thermal Power Corp. and 
Vizag Port, will see their au- 
thorised borrowings cut by 
nearly half. ' 

The Hydroelectric Power 
pg d and the Gas Authority 
of India, however, enjoyed 
healthy increases in their bor- 
rowing limits. Last year's 
biggest borrower, the Oil and 
Natural Gas Commission, was 
not slated for any commercial 


credit in 1987-88, though it may 
decide later to tap Euro-credit 
markets as needed under an 
“informal understanding” with 
the Finance Ministry. 

— Lincoln Kaye 


e any 


Western donors led by the 
World Bank, meeting in Paris, 
pledged a total US$1.95 billion 
in economic assistance to 
Bangladesh for fiscal 1987-88 
(from July) — marginally up 
from US$1.85 billion commit- 
ted last year. Total disburse- 
ment of foreign aid in the com- 
ing year is expected to be in ex- 
cess of US$1.5 billion. Gross 
domestic product is predict- 
ed to expand 5% during the 
same period. The increase in 





aid stemmed largely from the 


substantial enlarging оғ 
Canada’s commitment and the 
rise in the yen’s value over the 
US dollar. 

Meanwhile, US President 
Reagan, ina letter to President 
Н. M. Ershad, has teassured 
continued US support for the 
country's economic develop- 
ment, dispelling rumours that 
Washington has become disil- 
lusioned with Ershad and may 
withdraw its support. 

— S. Kamaluddin 


Two Thai tin miners 
return to work 

Two major Thai tin-minin 
companies have resumed "t 
on a three-month trial basis 
after a year's hiatus. Tongkah 
Harbour and Aokam Thai, 
both closely associated with 
common majority sharehold- 
ers, suffered first-ever losses in 
1986 — Baht 16.7 million 
(US$652,343) and Baht 4.6 
million respectively. The re- 
р puts three major 
dredges back in operation a 
many of the 300 workers w 
lost their jobs last year baęk to 
work. — Liz Carver 




















JAPANINTHECHUNNEL .— 


|. proceed. On the other hand, a number 


A consortium of Japanese banks has 
undertaken to provide about one- 
- third of the money needed to launch 
the Channel Tunnel project between 
: Britain and France. This means that 


d Japan will carry a larger share of the 


financing burden than the UK. Four 
major Japanese banks, the Bank of 

Tokyo, Industrial Bank of Japan, the 
1 redit Bank of Japan and 
Bank have taken the lead in. 

g the project which is Г 
лей to need £4 billion (US$6.64.. 

ion) worth of bank financing. 


claim by Libya’s ambassador in 
Manila, Salem Adem, that one of the 
пем rightwing vigilante groups 
(REVIEW, 23 Apr.) killed a Libyan 
slan issionary in Mindanao in 
arch, haspuzzledthe ^ — — 
e Foreign Ministry, partly 
hey were only advised 
informally by Adem, and because 
‘they have been unable to verify the — 
allegation. A highly sensitive trade - 
| agreement is under negotiati 
between Manila and Tripoli. 


DAEWOO DECLINES 
| Daewoo “ор. of South Korea has 
roma 





of trading companies with Chinese 


| backing, already acting as middlemen 


in the clandestine trade between 
China and South Korea in Hongkong, 
have opened offices in Seoul. 


WORLD BANK 





nture witha, 
dinto 


restructuring 


B: 


restructuring will 
go much further > 
‚| than originally <- 
хехресіей апа ^ 
Menem willinvolve — 
the abolition of numerous senior 
positions as high às vice-president 
at the assistant-director level. Senior 
Officers will be left “without 
departments to run,” as one source 
put it. The cuts will effect around 
1,000 of the bank's staff of some 
7,000. The two Asia departments — 
South Asia and East Asia — will be 
merged into one, possibly under the 
current head of the East Asia 
"Department, Attila Karaosmonoglu. 
“The restructuring will also alter the 
way in which the bank approaches 
lending. 


| COMMUNIST COORDINATION 


Thai security authorities are 


| investigating reports of apparent 


coordination between the | 
underground communist parties of 
Thailand and Burma. It is understood 
the coordination is so far limited to’ ~ 
low-level contacts in the vicinity of the 











tri;border area where the fronti 
Thailand, Burma and Laos mee 
Remnants of Thai communist f 
are said to have been digging up 
buried arms in the recent past at. 
selected jungle sites in northe 
Thailand while columns of Bu 
communists are understood te 
penetrated south to areas opp 
the northern Thai frontier. - 
Vietnam's Foreign Ministry № 
ntered the information age 


introducing personal comp 


word-processing programme: 
draft reports and cables. Fore 
Minister Nguyen Co Thach's so 
Eastern bloc-trained engin 
developed a Vietnamese languag 
word-processing software pat 
anda conversion programme 
automatically translates tel 


"messages sent in telegraphi 


print out hard copy in Vietna 
with the correct diacritical т: 


KHMER ROUGE ATTAC 
Khmer Rouge guerillas stepp 
their attacks inside Cambodi 
the traditional Khmer New: 
celebration in mid-April. A 
before the holiday, several 


| guerillas staged a daring two-da 


attack near Takeo, about 80 
of the capital: Some fighti 
broke out in Kampot to t 
southwest. Two days after 
New Year, asmall bomb wi 
outside one of the markets. 
Penh, killing at least one pe 
injuring eight others. No 


| claimed responsibility for the 








bombing (pages 36-38). 








AUSTRALIA 


iran. expressed its.annoyancé at an. Ause 


alian TV sketch lampoonin 
hi Khomeini by expelling 
diplomats (28 Apr.). 


| tional Organisation elections (24 Apr. 


INDONESIA Е 
The ruling Golkar party received 73% of 
the votes in the general election, И жаз гет 
24 Арг.). a е те 
The ruling Liberal Democratic Party 
shelved an unpopular sales-tax proposal (23 
Apr.). 


Prime Minister Datuk Seri Mahathir 
Mohamad defeated, Trade and. Industry 
Minister Топки Razaleigh Hamzah by a паг- 
row margin of 43 votes in United Malays Na- 


Hs 


nt troops were placed on full 
of anöther soldiers’ 
i. explosion aed a 


"raids on Tamil tuque 
Р 


nade at the residence of a Сато 
Bacalod City (28 Арг. ). 


students clashe 
| an overnment demonst 
Seoul National University (23 Apr. 


SRILANKA | 

“The government ordered а maj 
land offensive against Tamil guerilla. b 
on the Jaffna Peninsula in retaliation for the 
recent bomb attack in Colombo (22 Apr.) 
Warplanes bombed suspected Tamil rebel 
hideouts in their Jaffna stronghold for t 
second consecutive day and'a governme 
spokesman said at least 20 rebels were k 
(23 Apr.)..At least 400 Tamil 
killed: in. the five-day offensive in: Nort! 
and Eastern provinces, the пинаа d 
Apr.). The goverrfine ога ей a halt to 
n the Jaffna Penin 


„а govern@ent sou said (28 Apr). 





]|REGIOWAL AFFAIRS 
Razaleigh quits after Mahathir survives by narrowest margin 


The vital forty-three 


Given political reali- 
ties, there seems no 
reason why Malaysian 
Prime Minister Datuk 
Seri Mahathir Moha- 
/ | mad — smarting from 
*4 retaining the leader- 
d Ш ship of Malaysia's de 
| fa to ruling United Malays National Or- 
| ganisation (Umno) by a heart-stopping 
_ 43 votes — would allow his opponents а 
| platform from which to launch another 
| assault against him come the next party 
| election in 1990. 
| | Twoof his challengers did not wait to 
| see if he would accommodate or purge 
| them. On 28 April, two days after the 
party assembly ended, Mahathir's direct 
opponent, Trade and Industry Minister 













would be impossible for me to continue 
living in Sri Perdana [his official resi- 
dence] and remain as prime minister." 

Razaleigh seemed to share these sen- 
timents. *We faught, we lost," said one 
of his supporters. “Razaleigh is a gentle- 
man. He would resign." 

The campaign had been intense; the 
results closer than many insiders had 
anticipated. Umno presidents have not 
been seriously challenged before and 
the stature of his opponent, a senior 
leader in his own right with an unswerv- 
ingly loyal following in the northeastern 
state of Kelantan, coupled with the bit- 
ter acrimony between the two camps, 
pos the narrow victory margin itself, 

ave eroded Mahathir’s authority. 

“Mahathir is hurt,” said a political 
| Tengku Razaleigh Hamzah, and his | Mahathir to consolidate his position. | aide of his runnin mate, Deputy Prime 
| all . Foreign Minister Datuk Rais Although delegate after delegate | Minister Ghafar Baba, on the eve of the 
Yatim, handed in letters of resignation. | urged a closing of ranks after the results | party assembly. “Compromise would be 
| Mahathir did not immediately accept | of the 24 April election were an- | difficult after this kind of campaign," he 
offer, which may trigger further | nounced, Mahathir himself offered no | said, inting to the throng crowding 
ations from their allies in the | olive branch to his vanquished oppo- | the lobby of a leading hotel here, wait- 
et, and save one or two of the less | nents. Closing the assembly on 26 April, | ing for Razaleigh to address them in a 
dent critics. he reminded delegates that when peo- | final rally, where cyclostyled anonym- 
t was exactly this likelihood of a | ple take part in a contest, “they know | ous and usually scurrilous "flying let- 
nner-take-all” outcome that had | the risks involved. ters" were rapidly changing hands. 
rty members раса the loss of “We must be aware that if we win, The Razaleigh-Datuk eMusa Hitam 
_ Several good, experienced leaders, long | we get something and that if we lose, we campaign enjoyed the romance nor- 
before the assembly itself. A fairly | will not get it," he said. "I myself | mally attached to a challenge. Through- 
major cabinet shake-up seems certain | realised that fairly early and I accepted | out the two-month campaign, their ral- 


now, followed by other moves by | the fact that in the event that I lost, it | lies had generally drawn larger crowds, 
- EM 
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d here's to the next time... to the president’s post а dangerous, if 


not fatal, move. 
racefully stepping down, vanquish- | — suggest that Mahathir, given his nar- There is another theory, however, 
УЛ ed Umno deputy president Musa | row margin of victory, will step down | which while at first seems far-fetched, is 
ft no doubt that he would return — | within the next three years, realising he attracting some attention. In this 
st likely to take a stab at the top post | would not survive another challenge. | scenario, Mahathir would either com- 
t time. Already, many eyes are look- | Others disagree. Never one to shun a plete his three-year term, or have 
ahead Jo 1990, when the next party | challenge, Mahathir is not the type of | Ghafar complete it for him as a stop-gap 
lections are due. man who would want to go down in his- resident, on the understanding t 
 Protestations of unity aside, the | tory with a 43-vote margin dogging him. hafar himself would step down in 
ess of the party election under- | He will want to redeem his reputation, | 1990. Mahathir would then endorse 
. Scored its division into three major fac- | according to one political observer. Razaleigh as party president, who 
_ | tions — that of re-elected presi- If Mahathir does stay on — and there | would in turn take on Anwar as his run- 
| dent Mahathir, his defeated challenger | seem to be more arguments for this than | ning-mate — leaving Musa in the cold. 
| Razaleigh and Musa himself. against it — he will almost certainly 
. The three obviously figure promi- | choose Anwar as his running-mate. It is A's all, according to a Mahathir po- 
. | mently in tentative scenarios for 1990, | no secret that Mahathir would like to litical aide, Mahathir had once won- 
_ which might even see a three-cornered | hand the reins of power directly to | dered aloud why Razaleigh had allowed 
fight for party president, with Musa's | Anwar, who shares some of his own vi- | himself to get caught in the middle of 
wly elected successor Ghafar and | sions of a Malaysian future. But at something that began as a private con- 
vice-president Anwar playing impor- | 39, Anwar is still very young and, | test between usa апа himself. 
| tant secondary roles. among today's top leaders, has put in | Mahathir's quarrel had been with Musa, 
e фҮһе!һег or not Mahathir himself | the least number of years of service in | not Razaleigh, he said. 
ill stand again in 1990 is pivotal to the | Umno. His rapid promotion in the party Mahathir and Razaleigh were bo 
2 rangs of Té probably more | has attracted con making any at- | vice-presidents when former pri 
o i t 
| си 

































































itter, attempt t row him. tempt to jump straight from being the | minister Tun Hussein Onn pieked 
most junior 


Many — pa y his detractors the three vice-presidents | Mahathir, the most junior of the three’ 
e 









giving a sense of a popular groun | 
against Mahathir, which was not neces- 
sarily reflected among delegates. То 
‚|. some extent, their numbers inspired a 
bandwagon effect. The Razaleigh-Musa 
team also understood campaign packag- 


| they brought up against Mahathir and 
| his allies at a series’ of state-to-state 
closed-door meetings — their message 
made more widespread via an insider 
network distributing video tapes, jok- | i 
.| ingly dubbed “TV Four" — there were 
|.also catchy.slogans, Razaleigh-Musa 
ghters boasting "We want change," 
| and. bumper stickers declaring “We 
5c] wanttwo-car," a pun on the Malay word 
каг or change. | | 

|... While fun, perhaps this aspect of 
| their campaign was too gimmicky for 
i-such' an emotional and vital contest, 
| which would decide not only the party 
| leadership but the premiership which 
goes with it. 












| T: „closely contested election had 
pared the ranks of the uncommitted 
“to: 10% in the last days. of campaigns. 
Save for loyalist bravado, both sides 
were uncertain up to the last minute, 
even after all votes had been cast. The 
| last-minute swing to Mahathir, said del- 
` egates-in the first reactions to the-re- 
` sults, came either in the early hours on 
the day of election itself or during the 
long break for Friday prayers. Without 
that break, Musa at least might well 
have won, said a Razaleigh supporter. 
Although they were fighting an up- 
| hill-batle as underdogs, Razaleigh's 
‚ supporters have long had a reputation 
"of being overconfident — and up to the 
last day, this appeared to be true again. 
Sources close to Musa felt after the 
event that they might have grown com- 








odd partners, being 
in the immediate post-election. analysis 
a number of delegates suggested that 
Musa had lost because Razaleigh’s die- 
hard supporters had withheld their 
votes from him. Forty-one blank ballot 
slips were found when the votes were 
counted and listed as "spoilt." Follow- 
ing this theory, some Razaleigh support- 
ers could not forget the bitterness be- 
tween the two in 1981 and 1984 when 
they had vied for the deputy president's 
post. At the same time, they could not 
bring themselves to vote for Ghafar, 
who is allied. to Mahathir, it was 
suggested. Significantly, there were no 
spoilt ballots in the voting for the presi- 
dent's post. 


acent and let down their guard 


final hours before the vote. 


In the event, both Mahathir and 


Ghafat won with almost identical mar- 
gins — the 1,479 delegates obviously 
voting. more or less for what had been 
_ing. In addition to the serious issues | labelled Team А and Team B. Ghafar's 
victory, even by 40 votes, was a sur- 
prise, for even Mahathir allies had pri- 
vately admitted that the 62-year-old. 
vice-president had a difficult task unseat- 


ng incumbent deputy president Musa 


— the focal point for Mahathir critics 
ever since Musa resigned from the 
cabinet in 1986, citing their differences ` 
and the prime minister's allegedly au- 
tocratic style. | | 





Миза апа Razaleigh were’ always 
old-time rivals, and 





Gossip produced other, minority 


theories. One was that during the | 


prayer break on the Friday before: the 
voting, heavy lobbying persuaded some 


delegates to withhold their votes from 


The role of Islam: page 14 








for Ghafar: 














fo 
| "elected vice-presidents, as his deputy in 
1978. If Razaleigh was slighted, he did. 
21 not show И. He continued to serve as fi- 
|] nance minister. in. Hussein’s cabinet 
j| and. in Mahathir’s until. Mahathir | 
brought in Daim Zainuddin for the job 
|: and moved kim to the Trade and Indus- 
try! in 1984. Despite Musa's an- 
xieties over Razaleigh's retention — as · 
in Musa's private letters to 
hich were released after his 


















as deputy prime minister in | 
ahathir fused fo remove ye 


“Razaleigh completely." | .. s 
PES. vier d for. this . theory, 
“Razaleigh and Anwar can get on with 
‘each other and in Anwar's first stab at 
| Umno. Youth chief’s post in late 
rumours were rife that he had 
azaleigh's tacit backing while Musa 
cked then incumbent Datuk Suhaimi 
суеп more interestingly, several del- 
bei 















have rather diverse constituencies —- 


businessmen for Razaleigh and Islami- 
cists for Anwar. |. ss ТОУ ч, 

It is still too early to predict how the 
wer and succession game will be 


As.defenders of Malay inte 

factions may be persuaded no 

duige in a fractious internecine war at 
that time, for fear of giving an advan- 
tage to the country's Chinese and Indian 
communities. 






However, that sort of situation could 


also be used by one Umno faction to 
show itself as being more Malay than 
another — in which case, the power 
struggle. would be truly storm 






* 


are. already being 5 
nior Malay journalist sa 


one 


wl 
| suggested an Umno delegate. “The 
; knives 


Musa even though 1... would not 























































Beyond the top two posts, delega 
returned candidates from both camps 
for the three posts of elected vice-pres 
dents and: 25 Supreme Council me 
bers, though their numbers weighed 
in Mahathir's favour. | 


ncumbent Datuk Amar W; 
маг. Ahmad, with 935 votes,: 
est score among the vice-pres 
has tried to remain fairly 
the campaign, while leaning 
towards Mahathir. Mokhtar: 
the team of four who had flown 
don to persuade Musa to rec 
resignation last year, but as. 
chief minister had, together у 
rest of the chief minister's lob 
dorsed Mahathir mid-way t 
campaign: Balancing this, - 
Minister ^ Datuk Abdullah 
Badawi, the other incumbe 
long-time Musa ally, came 
place with 879 votes. 
Tipping the scales in M 
favour, Anwar, a Mahathir pro 
now a loyal ally, beat three othe 
dates for the third slot, polling 850 
— a respectable victory for a fi 
tempt, said his exuberant su 
Anwar had. taken a big risk in corti 
the post, having relinquished his 


e» MARGINS OF 
VICTORY 


.j UMNO elections 
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tion as Umno ith chief, which al- 
lowed him an ex-officio seat on the 
council, a week earlier. Had he lost, he 

would have lost all. 
Ironically, Anwar's move leaves the 
leadership of the vocal Youth wing — 
mno's internal pressure group — to 
is former deputy, now acting Youth 


chief Datuk Najib Tun Abdul Razak, | 


who is considered sympathetic to Musa, 
though he was included as one of the 
Youth executive councillors who en- 


dorsed the Mahathir-Ghafar team just | 


days before the election. 

Meanwhile, 17 of the 25 elected Sup- 
reme Council members are considered 
Mahathir allies, the other eight being 
shared between Razaleigh and Musa. 
Mahathir, however, can enhance his ad- 
vantage through the appointments of 
one secretary-general, one treasurer, 
one information chief and seven more 
ordinary councillors. Mahathir-backed 
Perak Chief Minister Datuk Seri Ramli 
Ngah Talib, who had lost in the bid for 
vice-president, will very likely be ap- 
pointed councillor, since it is almost im- 
perative that chief ministers, as state 
liaison heads, be in the inner circle of 
the party policy-making body. 

The first two days of the assembly 
crackled with tension. Both Mahathir 
and Musa were scrupulously controlled 
in their opening speeches, with Musa 
addressing the Youth and Women's 
wings on 23 April, the traditional duty 
of the "pte president, and Mahathir 
opening the Umno assembly proper the 
next day before the actual voting. Musa 
had learned his lesson from last year 
when his speech, speckled with barbs, 
backfired and he was severely criticised 
by delegates. 

Mahathir touched on a wide range of 
economic and international issues, race 








to the independence struggle and the 
spirit of 1946, the Malayan Union, 
Umno and the Malays. 


Де the voting, the tension was quick- 
ly бебо а at least superficially. 
Urging unity, delegates went on to the 
usual Umno concerns of Bahasa Malay- 
sia, Islamic values and matters affecting 
the rural economy. On the final day, 
both winners and losers asked for for- 
giveness “for any rough words” used in 
the heated campaign. 

Musa delivered an emotional 
farewell speech, in which he asked the 
winners to "take good care of Umno." 
Although he had not revealed then that 
he intended to resign from the govern- 
ment, Razaleigh was visibly moved at 
different points during the closing ad- 








and religion, while Musa harkened back 


sel а 


has a 


dresses. “I hadn’t wanted to defeat 





Musa,” said Ghafar simply. “All I could 
think of was that I wanted to win,” he 
told the roaring crowd. 

But it was Mahathir everyone 
wanted to hear from, and when. he did 
speak, his message was fairly clear. Loy- 
alty to himself was not a criterion in ap- 
pointing cabinet ministers, he said. But 
ministers had to take an oath of office, 
promising to maintain secrecy and to be 
loyal to the country and constitution. In 
the heated campaign, especially the 
closed-door sessions, many issues had 
been brought up, some of which only 
cabinet ministers were privy to. The 
underlying message was that technically 
at least, Mahathir could sack ministers 
who had opposed him for breach of sec- 
recy, if not on grounds of disloyalty. 

Interestingly, and for the first time, 
delegates гк 24 up оп a suggestion ini- 
tially made by University of Malaya law 
lecturer Prof. Nik Abdul Rashid Majid 
that all 1.4 million Umno members 
should vote for the party leaders — a 
one-man, One-vote system as in a gen- 
eral election — instead of empowering 
delegates to choose the leader of Malay- 
sia’s 15 million people, without even 
necessarily reflecting the wishes of the 
majority of their divisional members. 


ingly expensive affair, said a few del- 
egates who favoured the idea. 


belonged to the same party and that any 
differences that ensued would be one of 
style — and, added ong cynical del- 
egate, a matter of transferring the party 
plums and business licences from one 
camp to the other. 

After the first shock of defeat, both 
Razaleigh and Musa regained their 








composure but had very little to say of 
their future plans. Musa announced he 
would soon go on the umrah — an off- 
season Islamic pilgrimage to Mecca — 
while a Razaleigh aide confided that 
they had already cleared his office, 
knowing that whichever way it went, he 
would be vacating it. 

Even given the wisdom of hindsight, 
Razaleigh would not have changed a 
single step or strategy in his campaign, 
he said. “I challenged the party presi- 
dent because of a swelling show of dis- 
satisfaction. We must admit this," he 
explained. 

* A loss is a loss even by one vote," 


quipped Musa, in a humorous twist to | 


Mahathir's campaign declaration that 
victory by one vote was victory all the 
same. "A defeat is a defeat and it's 
something which we have to accept," he 
added more soberly. *I would like to as- 
sure [the party] that I am not going to 
create problems." 


| n electing Ghafar to replace Musa, the 
delegates had indicated two things, 
said political analysts. First they wanted 
a team that could work together, in- 
stead of one made ineffective through 
lack of mutual trust. The other was a 
willingness to do away with the internal 
check and balance in government and 
party, which had been considered so im- 
portant earlier. Outside the Malay poli- 
tical milieu, Musa is considered to re- 


present some kind of liberalising force 


to  Mahathir's more-open Malay 
nationalism — whether or not deserved 
on either score. The label has some- 


48.55% of the votes to his 51.45%, he 
would accommodate his opponents or 
go on a witch-hunt. Apart from 
Razaleigh and Rais, three other minis- 
ters and several deputy ministers had al- 
lied themselves to the challengers and 
are in danger of losing their jobs. 
Sacking his opponents would make 
them martyrs and heighten resentment 
from Musa and Razaleigh loyalists, 
especially in their home states of Johor 
and Kelantan, still smarting from being 
so close to tasting the fruits of victory. 
Despite Musa and Razaleigh’s attempts 
to calm the situation, some die-hards 


times been used against Musa, espe- |f 


cially іп a party whose single platform is 
Malay nationalism. A 

All eyes are now trained on 
Mahathir to see if, given that the 
Razaleigh-Musa team had  polled 











were heard private" consoling each 
other that “it was so close, it wasn't a de- 
feat at all." 

Musa and Razaleigh were quick to 
leave the onus of building bridges to 
Mahathir, while making themselves 


| available to overtures on compromise 


“If the leadership thinks I can play 8 
role, in any small way, even if I am not 
holding high office I mean, I am avail- 
able," said Musa, while conceding that 
it would be quite difficult for the victors 
to accept the idea of a role for him. 

Before offering his resignation, 
Razaleigh had predicted that “if 
there is a witch-hunt, members 
will not forget and for- 
give. This will destroy the 
party." 

Accommodation need not 
necessarily take the form of 
absorbing opponents into 
one's government, however, 
remarked a political scientist. 
The logic of numbers indi- 
cated that Mahathir will have 
to take stock of the critic- 
isms levelled against him 
if he is to avoid a repeat- 
ed open confrontation in 
1990. 

The single most striking as- 
pect of this Umno election was 
“the emergence of substantial 
numbers who are willing to be 
openly critical of the leader- 
ship,” said Aliran president 
Chandra Muzaffar, pointing 
to the expansion of the Ma- 
lay middle class as one of 
the major contributors to 
the sustained challenge. This 
election has changed the re- 
lationship between the lead- 
ers and the led, he Hr 
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SRI LANKA 


By Manik de Silva in Colombo 


^ E five days of terrorist killings from 
17-22 April have forced the Sri Lan- 
kan Government to tilt sharply away 
from a political solution and seek a mili- 
tary option to the country's ethnic crisis. 
President Junius Jayewardene obvi- 
ously had little choice as public opinion, 
enraged by the massacre of civilians, de- 
manded a hard line against the Tamil 
separatists. 

With international opinion also per- 
ceptibly turning against acts of ter- 
rorism, this seemed an opportune time 
to apply military pressure against 
guerilla strongholds in the troubled 
north and the east despite the inevitable 
risk to civilian life and property. 

The massacres began on Good Fri- 
Een a group of about 40 armed re- 
bels in military uniforms stopped three 
buses on the Trincomalee-Habarana 
road. The guerillas did their grisly work 
with cold-blooded savagery, mowing 
down the pepe in the buses, as well as 
alorry and a car which followed with au- 
tomatic gunfire. Women, children and 
the elderly were among the 127 victims. 
The dead included 31 servicemen 
travelling on postings or leave after the 
Sinhalese and Tamil New Year holi- 
days. 
Clearly the rebels knew that many 
off-duty servicemen were riding on 
those buses. Some of the survivors said 
that the Tamils in the buses were swiftly 
separated from the rest before the shots 
were fired. Many of the victims had 
thought that they had been stopped by 
the military, and one policeman who 
displayed his identity card had his arms 
broken before he was shot dead. 

There were just a handful of sur- 





Carnage in the capital 


Rebel attacks are countered with aerial bombing 


vivors — who lived to tell their tale by 
playing dead. The government blamed 
the attack on the Liberation Tigers of 
Tamil Eelam (LTTE), the dominant 
guerilla group. The L'TTE's denial of re- 
sponsibility cut very little ice in Sri 
Lanka and abroad. The country had 
hardly recovered from the shock of the 
Good Friday massacre when the gueril- 
las struck again three days later at Van- 
Ela, a small farming village less than 20 
miles away from the scene of the earlier 
killings. Fifteen people including 10 
women and children were killed in this 
pre-dawn attack. 

The worst blow was yet to come, 
with a bomb that killed 109 people in the 
heart of Colombo's Pettah Bazaar the 
next day. Although the death toll was 
lower than in the Good Friday mas- 
sacre, the fact that the bomb had been 
set off in the capital and that all those 
killed were civilians, as were nearly 300 
wounded, shook the country. Available 
evidence suggested that a bomb hidden 
in a vehicle parked in a crowded bus sta- 
tion had been timed to explode during 
the 5 p.m. peak-hour traffic. 

The carnage wrought in the heart of 
the capital led to a public outcry that the 
government crush the terrorists speed- 
ily, Fifteen hours after the bomb went 
off, as hundreds of people lined up out- 
side the general hospital to donate 
blood for the wounded, Jayewardene 
chaired a crisis cabinet meeting. A 20- 
hour curfew was imposed in the Colom- 
bo and neighbouring Gampha districts 
as the government feared a possible 
backlash, similar to that of July 1983 
when Tamils and their property in 
Colombo were attacked in the wake of 











the killing of 13 soldiers in the 
north. 

In a statement issued after the 
cabinet meeting, the government said it 
was clear that the terrorists did not want 
a peaceful solution and every action 
would be taken to eliminate terrorism. 
The round-the-clock curfew was re- 
laxed after two days and lifted al- 
together on 26 April. 

While the air force launched attacks 
over the Jaffna Peninsula, bombing and 
strafing selected targets, the guerillas 
were not inactive. A landmine ambush 
claimed the lives of 14 soldiers in 
Pulomoddai area in the east. At Kan- 
kesanturai in the north, 14 soldiers and 
four policemen were killed in a rebel at- 
tack. The government claimed that at 
least 80 rebels had been killed in the air 
attacks over the peninsula in the wake 
of the Colombo bombing. 

Accurate figures of fatalities were 
difficult to establish but it was clear that 
civilian casualties were inevitable. The 
government said that civilians had been 
repeatedly warned to keep clear of areas 
where the separatists were active. While 
the bombing of targets in the Jaffna 
area continued for several successive 
days and land-based operations were 
mounted against rebel bases in the East- 
ern Province, the guerillas claimed the 
lives of 42 servicemen in four incidents 
from 24-26 April. 


Ca was convinced that the 
Eelam Revolutionary Organisation 
(Eros) was responsible for the bomb in 
the capital. Eros, which works in close 
collaboration with the eLTTE, has 
claimed responsibility for similar inci- 
dents in the past. In May 1986 there was 
a wave of bombings in the capital and 
suburbs including the blasting of an Air 
Lanka Tristar jet before take-off. Al- 
though Eros denied having any hand in 
the latest atrocity, the authorities were 
convinced that the 21 April blast at the 
central bus station was the work of this 
group. 

The separatists, feeling the whiplash 
of international opinion against the 
most recent terrorist acts, Imve attempt- 
ed to suggest that southern subversive 
groups, notably the Sinhalese-domi- 
nated Janatha Vimukthi Peramuna 
(JVP, or the People's Liberation 
Front), responsible for the 1971 youth 
insurrection in which thousands died, 
carried out the recent attacks. The JVP 
has been increasingly active in recent 
months. In early April the JVP attacked 
an army camp at Pallekelle near Kandy, 
the capital of the Central Province, and 
got away with a few weapons. 

The possibility that the JVP has been 
infiltrating the armed forces, recruiting 
supporters among the soldiers in recent 
years, is also being investigated. But 
government spokesmen point out that 
the JVP, whose support is drawn той 
the Sinhalese in the south, would hagdly 
risk alienation from its mainstream зир? 





aet with an atrocity like the Colombo 
mbing. 

Along with the anti-terrorist out- 
rage, anti-Indian feeling in Sri Lanka is 
now riding high. Most Sri Lankans in 
the south regard the escalation of the in- 
surgency as a direct result of the safe 
haven the separatists have long enjoyed 
in Tamil Nadu state in southern In- 

ia. 

Despite New Delhi's efforts to 
mediate in a political settlement, public 
opinion reflected in press comments 
and speeches in parliament have laid a 
large part of the blame for what has 
happened on India. Prime Minister 
Ranasinghe Premadasa, always critical 
of the Indian role in Sri Lanka’s ethnic 
problem, was particularly outspoken in 
a parliamentary speech three days after 
the Colombo bomb blast. 

Earlier, members of the government 
parliamentary group had unanimously 
resolved that Jayewardene should re- 

uest that Indian Prime Minister Rajiv 

andhi arrest “the murderous Sri 
Lanka terrorists” living on Indian terri- 
tory and hand them over to Colombo. 
The resolution, which noted that “India 
herself now accepts them to be brutal 
killers,” urged the government to main- 
tain the military pressure to “annihilate 
terrorism and the terrorists,” saying 
that no political solution could be consi- 
dered without a suitable peaceful envi- 
ronment being created. 

Premadasa went a step further, say- 
ing: “What we want today is to defend 
our country and our state. What we are 
now trying to find is not a political solu- 
tion but a solation for the safety of our 
country. Therefore, as our main inten- 
tion is to halt the violence, we will not 
change the decision taken by the gov- 
ernment whatever any friend or enemy 
would want us to do. Anyone who wants 
us to find a political solution, outside 
the decision of the government, will be 
treated ae an enemy of ours, an enemy 
of the people and the country.” 

The Sri Lanka Freedom Party 
(SLFP), the major opposition force led 
by former prime minister Sirima Ban- 
daranaike, which has been pushing hard 
for a general election, has been arguing 
that the president and his government 
had demonstrated their inability to 
tackle the separatist guerillas. 

In a statement made after the Good 
Friday killings, but before the Colombo 
bomb blast, Bandaranaike said that 
terrorism was “purposefully striding 
out” of the north and east where it had 
wrought havoc. “This is a development 
that must be seriously noted as it hap- 

ns at a time when new moves are 

ing considered to bring about some 
settlement.” The SLFP also made many 
angry attacks when parliament debated 
the extension of the current emergency 
ресе іп 1983 to fight the Tamil 
iftsurgency, and five of its members had 
to betes carried out of the chamber 
on the shoulders of policemen. 
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Now it was Jayewardene's turn to re- 
spond to SLFP's concerted demand that 
he should either resign or hold fresh elec- 
tions. At a seminar organised by the rul- 
ing United National Party, the president 
said on 26 April that considering the situ- 
ation facing the country, it would be both 


foolish and cowardly for any political | 


leader or party to resign. “It would help 
the campaign of the terrorists." 


learly, the government's current mil- 


itary offensive is in part aimed at ap- | 


peasing public opinion. Nine days be- 
fore the bomb went off in Colombo, 


Jayewardene told a meeting of plant- | 


ation workers that the government had 
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the military capability to destroy the |. 


separatists but was holding back as it 
was reluctant to endanger civilians in 
the northern Jaffna Peninsula. Al- 

















though that picture has since changed, | | 


how effective the air strikes have been 
remains to be seen. The guerillas con- 
tinue to control the ground in the penin- 
sula and the government has not yet 
been able to send out its infantry from 
garrisons in the Jaffna Peninsula. 

The general assessment of politicians 
is that the majority of the people in the 
north want an early peace and this feel- 
ing may influence the guerillas to come 
to the negotiating table. According to 
Jayewardene, all the democratic politi- 
cal parties in the country are opposed to 
violence and terrorism and will not 
stand for a division of the country. 
These parties are also opposed to the 


Tamil demand for a political solution on | 


the basis of a merger of the northern and 
eastern provinces into a Tamil-domi- 
nated unit. 

In mid-April the government had an- 
nounced a unilateral 
cessation of hostilities in 
an attempt to help India 
get the LTTE to the 
negotiating table. The 
ceasefire was revoked 
following the Good Fri- 
day massacre. Since 
then New Delhi has 
summoned two LTTE 
leaders from Madras for 
talks. Also, Tamil Nadu 
Chief Minister M. G. 
Ramchandran is known 
to have considerable in- 
fluence with the LTTE. 
It is not yet known how 
much pressure New 
Delhi and Ramchan- 
dran would exert on the 
LTTE leadership to 
force them to resume 
negotiations under In- 
dian auspices. If the 
guerillas persist in their 
violence and refuse to 


hold serious talks 
with Colombo, the 
tense security situa- 


tion is likely to con- 
tinue. п 

























































































































































































































les Smith in Tokyo 
ipanese Prime Minister. Yasuhiro 
asone is down but not out asa re- 
f an. eleventh-hour compromise 
іс the government was able to 
87 budget bill through parlia- 
| in return for the virtual scrapping 
controversial sales-tax bill. 
he sacrifice of the tax bill repre- 
a painful loss of face for 
asone, who-sees tax reform as the 
t important item in his programme 
osing the books on post-war poli- 
à code expression for sweeping 
y the last vestiges of the administra- 
system introduced by the post-war 
ccupation authorities. 
is of face; however, may not mean 
‘office. What seems more likely is. 
next few months will be spent in 
ffort to tackle the tax issue, with: 
| g Liberal Democratic Party 
DP) paying more attention than be- 
Opposition views on the issue but 
th Nakasone still, at least nominally, 
control of events. 







































party's top leadership 
Id not afford to alien- 
| бу forcing a vote on 
87 budget in the face of delaying 
from the four main opposition 
arties. ^. E 
|. Rather than fall back on its massive 
gitamenuty majority to get its way on 
th the budget апа the sales tax, the 
.LDP. proposed a deal under which the 
ax-reform proposals would be put aside 
+ fou consideration by a special *delibera- 
“tive panel" to be chaired by the low 
























t|. Opposition spokesmen had nothing 
| to say on | 





,house speaker, while the bud 
"would uer Af à gomptly 
ion of parliame, t i 


casone retreats on his sales-tax bill to get budget passed 


The compromise enabled Nakasone 
to leave for Washington on 29 April for 
a-summit with President Reagan with 
the essential components of a plan to re- 
flate the economy already in place and, 
thus, with the prospect of being able to 
defuse some of the serious tensions in 
US-Japan economic relations. How- 
ever, it appears that the lower house 
que tax panel may turn out to be 
the graveyard of the government's exist- 
ing sales-tax proposals. 

An important part of the verbal 
agreement under which the panel was 
established is a sentence which states 
that the sales-tax bill will be treated as 
"unfinished business" if the LDP and 
the opposition parties fail to. decide 
on ways to amend it before the end of 
the current parliamentary sessión. In 
Japanese: parliamentary jargon, this is 
like saying the bill will be dropped. 

The inclusion of the unfinished- 
business clause probably explains why 
three out of the four opposition parties 
have agreed to take part in the delibera- 
tions of the tax panel, with only the 
Japan Communist Party boycotting the 
meetings, which are expected to start 


soon. 
B y agreeing to join in discussions on 

tax reform, however, the opposi- 
tion would seem to have conceded that 
some changes are needed — even if a 
sales tax i$ not one of them. More speci- 
fically, the opposition even.seems to 
have conceded the point that Japan 
needs.a major new indirect tax. 













this subject during the hectic 


bargaining which preceded the budget | LD Р 


рг but the Japan So 











y on revenue 
from direct taxation such as personal 
and corporate income taxes. 

Recognising the existence of an im- 
balance between direct and indirect tax 
revenue comes to virtually the same 
thing as agreeing that Japan needs more 
indirect taxation — or so the LDP is ex- 
pected to argue when the tax panel gets 
down to business in May. 

A final reason why LDP tax special- 
ists — and some independent analysts 
~~ feel that the opposition parties must 
start talking seriously about tax reform 
is that the opposition has already agreed 
to a government plan to cut ¥4.5 trillion 
(US$32.25 million) off corporate and 
personal income tax as a first step in a 
move to-reflate consumer demand in 
арай. ; 

The proposed cut, about half of 
which will take effect during the current 
fiscal year, could in theory be financed 
by the profits due from further sales to 
the public of stock in Nippon Telegraph 
and Telephone Corp. (NTT), the re- 
cently privatised telecommunications 
monopoly whose shares sold unexpect- 
edly well when the first public flotation 
was made in February. 

Even the opposition parties, though, 
seem likely to recognise that NTT share 
sales are a stopgap. measure, not a per- 
manent means to finance іпсоте-іах 
cuts. Once this principle is recognised, 
the LDP argues, the two sides will have 
little option but to get down to practical 
discussions in place of the mud-slinging 
and accusations of personal bad faith by 
the prime minister that marked the de- 
bate on tax reform up to the time of the 
budget compromise. 

The start of a serious bipartisan de- 
bate on tax reform — if such a thing ac- 
tually materialises — may still not mean 
that Japan. comes up with æ radically 
new tax system any time soon. Veterans 
of the long-running tax debate recall 
that when the LDP and the opposition 
agreed in. 1984 to cut income taxes by 
Y 1.4 trillion, the two sides spent a year 
trying to reach agreement on the new 
taxes needed to finance the cuts before 
finally falling back ona few adjustments 
to the existing structure. 

At least another year is likely to be 
required in the present situation to 
agree on a wholesale tax reform, and 
the job could take three years or longer, 
specialists suggest. But the lack of any 
likely early result from a new round of 
tax discussions does not mean that the 
talks will not be politically significant. 
In the view of many analysts, the result 
of.embarking on a new round of talks 
with the opposition may be nothing less 
than. to breathe life into the flagging ` 
Nakasone administration оп the 
grounds that Nakasone will be the оту 
| i and able to еке 

























































When Tom Sheppard isn't actu- 
ally exploring deserts, hes looking for 
reasons to return to them. “I just love 
being there,” he says. “It's like being 
the first man on earth.” 

Since 1967 he's found seven good 
reasons for desert exploration. Each 
became a major expedition. And each 
presented its peculiar dangers. 

Tom, however, dislikes the “dare- 
devil” label with its overtones of 
recklessness. 
“The desert 
is unfor- 
giving, 
he agrees. “But you get 
through it by planning an 
being careful, not by being heroic.” 

Even so, his latest venture evol- 
ved almost on its own. “Interest 
taken in my 79 expedition and con- 

>] tacts within the 
Royal Geographical 
Society drew me to 
a reconnaissance of 
the Ahnet massif. 
I decided to go and 
have a look around." 
“Having a look 
around’ meantan 
off-tracks jour- 
ney of nearly 500 miles in mini- 
mally mapped desert. 

But dust-laden winds Д7 
gave poor visibility, often : 
making it impossible to 
identify his position from 
landmarks shown on satel- 
lite pictures of the area. 

Faulty navigational 





TOM MAKING A SUN COMPASS 
HEADING CHECK 





Um 
Ma 
зз. 


In the desert Tom Shep 


can be sure of two 


equipment made his sun compass the 
main directional reference. As ever, 
Tom had taken his Rolex Oyster- 
quartz. “It has 
worked unfailingly 
in the past. Used 
with the sun com- 
pass, dead reckon- 
ing is the ultimate 
navigation fall- 
back." Its impreg- 


TIOUEIINE ROCKSCAPE 
ON ROUTE FROM AHNET. 


nable Oyster case proved equally 
» reliable in one of the worst 
Ё sand storms Tom has ever ex- 
í perienced. 
“I find it easy to identify 
with the engineering superla- 
| tives of Rolex," he says. Tom is 
* not the kind of man to overlook 
~ the smallest detail in his plan- 
ning. And, in the desert, his 
watch is far from being thee é 


/ ROLEX smallest detail., 


of Geneva 
"a 4 
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THE ROLEX OYSTERQUARTZ DATEJUST CHRONOMETER IN STAINLESS STEEL WITH WHITE GOLD BEZEI. ALSO ФЧ sita AND YT p GOLD. 
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Because we know more, we have more to share. 





Cogema is the only company mastering all the aspects of 
the nuclear fuel cycle. To reach that position, Cogema had 
to overcome many difficulties and choose between alternate 
solutions. Industrial deployment of reprocessing, for instance, 
required a large amount of experiments and technological 
developments. All these tests, all these attempts and some 
‘successes, have built our unique experience. This experience, 
enriched by the CEA’s scientific and technical know-how, 
is continuously improved by our day after day industrial 
activities: construction work as well as exploitation of our 
4 mines and facilities. Совета and its partners are ready 
| to share their specific experience with you, if you choose 
to commit yourself to the nuclear industry. From uranium 
exploration and plant operating to the final stages of the 
nuclear fuel cycle, ask Cogema. We've got a lot to tell you. 
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Introducing a family 


with an important 


The 





upward, to more powerful IBM 


IBM computers. Down, to less 


complex members of the family. 


















Back. to previous models of the 


Personal IBM PC family. And even 


sideways, to other data 
Р sources. 
System/2 


Introducing a new family of 
o J 





personal computers with built-in 

capabilities that will help shape 

the future of personal computing. 

The technology and architecture 
D 

they incorporate will bring a new 





level of power and performance 
to the jobs you do now. But just 





. Ф 
as important, these personal | 
portant, | | = 
systems are ready to do the kinds —— ETT 
of tasks you will want to do as 56 Er ggg we x 


your needs grow. 


Our new standard: 
more storage, less space. 


To start, the Personal 
System/2 may well be the 
most connectable family of 
personal computers ever 

=æ offered. They will connect 


Б: осоре Model 30-022 
‚э * 
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™IBM Personal System/2 is a trademark of the IBM Corporation. 
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of personal computers 
new feature built in: 


Model 80-111 


| — mmm — 
| аира, Model 80-071 
| | са => Model 80-041 
I 
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Бы 3а Model 60-071 


|. Model 60-041 


The future ‘will demand 
greater performance, so we built 
that in, too. Our top model uses 
an advanced 32-bit processor 
and is one of the fastest personal 
computers ever created. 
Combine this speed with up to 
16Mb of user memory and up to 
230Mb of storage and you have 
performance that approaches 

„а minicomputer. 





The future of personal com- 
puting also looks much better 
than the past: sharp, clear images 
and text that resemble photo- 
graphs and printed pages. With 
a palette of colours in over 
250,000 shades at your finger- 
lips. you can create impressive 
charts, graphs and presentation 
materials that ordinary personal 
computers can’t approach. 

Even though we built in the 
future, we haven't forgotten that 
you may already have a signifi- 
cant investment in personal 





A rainbow of colours 
in over 250,000 shades. 


computers. The new Personal 
System/2 will run virtually all 
of the software written for the 
original IBM PC family. The 
diskettes, however, are different. 
The Personal System/2 uses 

a handy compact diskette that 
holds twice as much data. So 
IBM offers inexpensive con- 
verters to help you transfer vour 


programs and data to and from 
the new Personal System/2. 
We're also building software 
for the future. Available later 
this year is an advanced new 





The Quietwriter: a perfect partner, 
operating system that will form 
the basis for easier and more 
powerful applications, but still 
run your existing software. The 
IBM Operating System/2 will let 
programs access more memory 
and will let you run several 
programs at the sume times so 
you can work rather than wait. 

Your IBM dealer can show 
you the new computers, new 
displays, new printers, new soft- 
ware and the new possibilities 
that will shape your personal 
computing future. 
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SUPERIOR SERVICE UNFOLDS 
IN JAPAN 


HILTON INTERNATIONAL 





TOKYO * OSAKA 


After more than 20 years in Japan the 


experience of Hilton International unfolds 


for you. 

Now you can find a convenient 
location, unusually good food, spacious 
accommodation and superior service 
in our new hotels in Tokyo and Osaka. 
And more. 

Our Executive Floors and Business 
Centres meet the special needs of the 
business traveller and our fitness centres 
boast extensive recreational facilities that 
will satisfy the most active of guests. 

Let our experience unfold for you 
in Japan. 

For reservations, call your travel 
agent, any Hilton International botel or 
Hilton Reservation Service. 
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WWF Којо Tanaka BCL 


. The 
Giant Panda 
needs your help 
to survive 


ONS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problfms facing the 
Panda. 

'To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. e. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to cogribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth 

But WWF needs money ~ your money. 


Please send contributions to the WWF 


National Organisation in your country or direct to. 
WWE International, 1196 Gland, - 


. . - 
ө * The Tokyo Hilton International — * State-of-the-art fitness centre 


is in Shinjuku, athe city's newest — tennis courts — swimming pool Switzerland. è 
business distzicts — Executive Business Centre AN. 
* The Osaka Hilton International is © — No Stop Check-Out" WORLD WILDLIFE FUND . 





in the very heart of the bfisiness, — Three Executive Floors WWF acknowledges the donation of this space by 
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Whenever yotwish to travel, we have 
therightconnection. 


Kuwait Airways flies to more than 40Westinations, with 
convenient connections. After all, your comfort is our 
ccncern. Our friendly reservation offices around the world 
will gladly assist you to draw up your travel plans. 


Once you are on board, our attentive cabin crew ensures 
you have a pleasant journey, whether you fly First, Oasis 
Business or Economy Class. The cuisine is simply superb, 
and is served in splendid style, aboard our fleet of modern 
widebodied jets; Boeing 767’s, 7475 and Airbuses. 


In fact, you might notice that many aspects of our service 
zre simply a cut above the ordinary. That's because we've 
been flying for more than 30 years now, refining our 
service with every passing year. Visit our sales offices апу 
where іп the world - they ll be more than glad to help you. 
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Tomorrow, 
Europe Inc. 


Tomorrow's Europe a single market, 300 million consumers strong. The 
Old World becomes a Continent without borders, where goods, services and 
capital trade freely. Europe is fast turning into a giant market — competition is 
heating up. For Banque Indosuez and our clients, the stakes and risks are 
enormous. Banque Indosuez's clients gain the edge by using our European 
network and our financial specialists' intimate knowledge of the markets. 

Today lead-manager of the Eurotunnel project linking the UK to the 
continent, Banque Indosuez is building the financial connections of tomorrow. 

In all Nordic and European countries, in 65 countries around the world, 
Banque Indosuez offers clients around the world a world of opportunities. 
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SOUTH KOREA 


Iron fist in kid gloves - 


Democratisation is combined with pressure on dissent 


By John McBeth in Seoul 


erious contradictions exist between 

the government's plans to push 
ahead unilaterally with limited demo- 
cratisation measures and signs of in- 
creased pressure on diehard ор- 
positionists. With dissident leader Kim 
Dae Jung under prolonged house arrest 
and legal action being levelled or 
threatened against a number of opposi- 
tion legislators, it is clear a new round in 
the country"? bitter political struggle is 
under way. 

Political analysts say a campaign of 
harassment could whittle away at so- 
called “wobbly-kneed legislators" and 
eventually lead to a crumbling of oppo- 
sition resolve. As part of this strategy, 
they feel Kim may be detained indefi- 
nitely to'keep him apart from fellow op- 
position leader Kim Young Sam and 
exacerbate the distrust which lingers be- 
tween their two opposition factions. 

Echoing олш made by President 
Chun Doo Hwan only a few days ear- 
lier, ruling Democratic Justice Party 
(DJP) chairman and presidential heir- 
apparent Roh Tae Woo told a press con- 
ference on 18 April that the government 
was planning the gradual introduction 
of local autonomous bodies, the release 
of some of the 2,000 people held on 
politically related charges and a careful 
study of possible changes to the Basic 
Press Law.” 

Ironically, these same measures had 
been used as a bargaining chip by the 
DJP in its ill-fated negotiations with the 
opposition over the form of government 
to be adopted after Chun steps down in 

elquary 1988. In making his 13 April 
десі оп to call off the acrimonious de- 
atef until after the 1988 Olympic 
Gafes (REVIEW, 23 Apr.) — barely six 
months before scheduled national as- 
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sembly elections — the president decided 
he had to offer something in return. 

For critics impatient to see a greater 
commitment to change, it is not nearly 
enough. They say that the government's 
tentative steps towards local autonomy 
will do little to improve genuine politi- 
cal representation in the countryside 
and that the number of political prison- 
ers authorities plan to free will be only a 
fraction of those in custody — perhaps 
200, many of whom are due for release 
anyway. Improvements in press free- 
dom, they point out, are only up for 
discussion and, under the circum- 
stances, there is little room for op- 
timism. 

Chun's action in ending the debate 
on electoral reform was ostensibly 
triggered by the break-up of the main 
opposition New Korea Democratic 
Party (NKDP), with at least 68 of the 
party's 90 legislators joining the two 
Kims in the formation of the new Party 
for Reunification and Democracy 
(PRD). But Kim Young Sam doubts 
Chun was ever serious about mpeg А 
and said the PRD will take no part in the 
year-end selection of a presidential suc- 
cessor through the existing electoral col- 
lege system, which is heavily weighted 
in the government's favour. 


Alnus Kim Dae Jung has been 
banned from taking part in political 
activities since he was convicted of incit- 
ing the 1980 Kwangju uprising, he h 
often stretched the restriction to the 
limit. The state-run Central Election 
Management Committee claims that he 
openly defied that ban by playing a role 
in the disintegration of the NKDP. 

In his 13 April address, Chun talked 
about the need for a "steady renewal in 





political life" and an improvement in 
the political climate through “attitudi- 
nal reform.” Andin a possible reference 
to his hardline opponents, he declared: 
“We must not entrust the future of our 
advancing nation to the hands of 
superannuated politicians from à 
bygone era. I believe political parties 
must urgently strive to accept and nur- 
ture a new generation of untainted and 
competent politicians." 

Ominously, Kim Dae Jung was not 
the only opposition figure in trouble, 
leading to much of the speculation that 
the government has embarked on a po- 
licy of intimidation which it intends to 
pursue in the months ahead. Park Chan 
Jong and Choe Soon Hyong, two of the 
at least 69 legislators to desert the 


NKDP, were recently given suspended - 


prison terms for allegedly inciting a 1985 
student demonstration. Both will lose 


their parliamentary seats and their right — 


to run in national assembly elections if 
the convictions are upheld. 

Outspoken former student activist 
Lee Chul, 39, who was a surprise victor 
in Seoul's high-brow Sombuk-dong con- 
stituency in 1985, has been indicted for 
allegedly defaming the state, a contro- 
versial charge that can technically be 
applied to almost anyone who makes 
critical anti-government remarks in 
front of foreigners. And Kim Yong Oh, 
a Buddhist monk who is a supporter of 
Kim Dae Jung, is facing prosecution on 
forgery charges. 

Police have also arrested Noh Kyong 
Ku, the former general affairs director 
of the NKDP who has had a long associ- 
ation with Kim Dae Jung. on suspicion 
of violating the law governing political 
rallies and assemblies — a charge dating 
back to the middle of last year. Another 
of Kim's aides left the country hurriedly 
soon after the one-time presidential 
candidate was detained. 

Seoul newspapers quoted one ruling 
party official as saying that as many as 
20 other opposition legislators may also 
be under a legal cloud for infractions 
that could range from unpaid parking 
tickets to adultery, which eo 
tutes a crime under South Korean law. 
Opposition sources claim Юте PRD 
members have been tpf€atened by 
agents of the National Security Planning 
Board, formerly the KCIA, whose sur- 
veillance files of political opponents 
could contain past indiscretions set 
aside for just such an occasion. 

There have been other signs of 
harassment as well. In recent days, 
stick-wielding gangs of hoodlums have 
been involved in beatings, vandalism 
and other violent acts in an effort to stop 
the PRD establishing nationwide 
branches. Organisers of the party's 
planned 1 May convention said they had 
problems finding a venue because build- 
ing owners had been warned off By 
government. Similas difficulties wert 
also being ехрегісесеё in the search fo 
a suitable party headquarters. п 
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PHILIPPINES 


Personalised politics 


Old-style campaigning marks post-Marcos election run-up 


By James Clad in Manila 


TE first engen election campaign 
since the fall of former president 
Ferdinand Marcos in February 1986 
both mimicks and digresses from the 
old-style politics of the pre-Marcos era. 
While some observers describe the 11 
May poll for 24 senate and 200 lower- 
house seats as a step back to the bad old 
days and ways, others say the per- 
sonalised campaigning now under way 
disguises important differences be- 


tween the current election and earlier | {re 


| contests. 

_ The strong personal aspect of the 
campaigning comes through loud and 
clear. Most election rally crowds hear 
little about poor Party affiliations are 
rarely mentioned. Instead, slogans such 
as “honesty is the best policy," *cham- 

ion orator-debator" or “the people's 

iend" adorn posters papering every 
expanse of wall or bridge in Manila. 

Motorcades criss-cross the capital, 
led by sound-trucks blaring out jingles 
extolling the virtues of 84 senatorial 
candidates and another 108 aspirants 
| seeking 22 Manila-region lower-house 
| seats. These carnival-like touches com- 
plement vote-influencing patronage at 
deeper levels, drawn from campaign 
war-chests that, for senate campaigns, 
can easil top Р20 million 
(U5$976,000). Economists say election 
spending is now giving a small but dis- 
cernable and welcome boost to the 
economy. 

The campaigners are reluctant to 
make detailed policy promises. For 
example, the Pilipino Democratic 
Party-Laban (PDP-Laban) coalition, 
until last year, took strong positions on 
various issues, urging the removal of US 
military bases from the country and a 

ftionalist” approach to economic af- 





fairs. Led since last October by Presi- 
dent Corazon Aquino’s brother Jose 
'Peping' Cojuangco, the party now 
takes a more muted line. 

The campaigning reflects other as- 
pects of old-style politicking. All major 
candidate lists include a large number of 
names long-familiar in Philippine poli- 
tics. And many of the 24 senate hopefuls 
running under  Aquino's Nation's 
Strength coalition have strong old-era 
backgrounds. Ernesto Maceda, Raul 
Manglapus, Jovito Salonga, Mamintal 
Tamano and at least 10 others fit this de- 


scription. 
Old family connections — the 
Aquinos, Cojuangcos, Laurels and 


many others (REVIEW, 26 Mar.) — also 





Peace Walk with Moros stalled 


nother peace initiative with Philip- 
A pine insurgents may be headed for 
failure, three months after a “dialogue” 
with communist rebels ended in resum- 
ed hostilities. 

By 27 April, talks between the Moro 
National Liberation Front (MNLF) and 
President Corazon Aquino’s govern- 
ment remained stalemated. If no com- 
promise emerges after a final session — 
originally scheduled for 28 April but 
now postponed — MNLF chairman Nur 

ri may have little choice but to let 
Fatefire a on last September 
REVIEW, 18 Sept.686)expire on 9 May. 

In early April chief MNLF repre- 

sentative Habib Hashim rejected gov- 


ernment chief negotiator Emmanuel 
Pelaez’ response to demands that 
Aquino create a 23-province Muslim 
autonomous region by executive order. 
Pelaez — also Manila’s ambassador to 
Washington — initially had countered 
by offering plebiscite-supported au- 
tonomy, to be legislated by a new na- 
tional congress (REVIEW, 2 Apr.). 
Transcripts from the talks show 
Pelaez claiming that Aquino could be 
“impeached” for making such a move. 
e government wants the MNLF to 
accept autonomy only for provinces 
where Muslims comprise a majority of 
inhabitants — pubes numbering five 
— and might, in a plebiscite, support 


are mirrored in both government and 
opposition candidate lists. The major 
opposition groups are a loosely struc- 
tured Grand Alliance for Democracy 
(GAD) and the remnants of Marcos' 
old Kilusang Bagong Lipunan (KBL) 
party. 

Prominent GAD senatorial candi- 
date (and former defence minister) 
Juan Ponce Enrile and other op- 
positionists have attacked the govern- 
ment harshly during the campaign. Se- 
nate candidate (and former national as- 
sembly speaker) Nicanor Yniguez said 
Aquino's call for no opposition mem- 
bers in the new congress was a “brazen 
attempt to cover up massive graft and 
corruption, failures and incompetence 
of the Aquino regime." 


Ithough most observers see the cur- 
rent campaign mimicking those of 
the past in that it is рер Ate ge 
personality-centred and issue-avoiding, 
they also point to new elements, includ- 
ing: 
» The entry of the militant Left into 
electoral politics for the first time since 
1946. 
» The large number and diversity of 
parties and persons contesting seats, in- 
cluding some fresh and untainted faces 
on the government’s slate. 
» The absence of a strong presidential 
party structure. 
» The likelihood that votes will be 
counted fairly by a reconstituted Com- 
mission on Elections (Comelec). 

The most policy-centred campaign- 
ing thus far has come from the Left, 
whose Partido ng Bayan (PhB) emerged 
last August (REVIEW, 25 Sept. '86) with 
a malleable, cause-oriented member- 
ship sympathetic to the aims of the 
revolutionary Left. 

The PnB and other groups have 
formed an Alliance for New Politics, 
fielding seven senatorial and 1Q3 lower- 
house candidates. They include: Ber- 
nardo ‘Commander Dante’ Buscaynoa, 
a founding organiser of the communist 
New People's Army; Crispin Beltran, 
chairman of the militant ¿trade-union 


the move. By mid-April, the MNLF had 
retreated from its 23-province demand. 
Although Habib suspended a scheduled 
session on 9 April after a ceasefire viola- 
tion two бн earlier, on 15 April һе 
abruptly ened his position. “An 
рє came into our minds on how to 

ve a breakthrough in the current 
deadlock,” the transcripts qüote him as 
sa 


ying. 

The MNLF will now settle for just 13 
provinces, he said. The other 10, which 
the MNLF says fall within the historical 
boundaries of what it refers to as the. 
“B Moro” territory, would» be 
“subject to plebiscite or [the] - 
tic process." The transcript sholys 
clear MNLF unde that these 
parts of the Muslim *homeland" might 








Mi ad 
federation кете. Mayo Uno, and 
Horatio Morales, a longtime member of 
the National Democratic Front, a leftist 
umbrella organisation. 

In an interview, Morales described 
the current campaign as "traditional 
electoral politics" within *a limited 
democracy, dominated by representa- 
tives of the elite and the rich." He 
added: *President Aquino has time and 
again v etis her desire to give full 
play to all political forces in the country 
. . . Our new politics [will do that]." The 
alliance is "simply the entry into the 
electoral arena of parties represent- 
ing the middle and lower classes," he 
sa 


id, 

The PnB and its allies are not the 
only new political facets appearing in 
these elections. Stresses in electioneer- 
ing underscore how far the disintegra- 
tion of the old, pre-Marcos two-party 
system — comprising the Nacionalista 
Party and the Liberal Party, which 
dominated politics after 1946 — has left 
a vacuum. Aquino heads no party her- 
self, and her brother's PDP-Laban must 
jockey within an unwieldy coalition of 
convenience, Vice-President Salvador 
Laurel and the rump of his Unido party 
machine hold well publicised mis- 
givings about the Nation’s Strength 
slate. 

Another distinction from the old 
days is the improved state of Comelec. 
Few politicians genuinely expect to see 
the current government emulate what 
the National Citizens Movement for 
Free Elections last year called the KBL's 
"subtraction-cum-addition" — that is, 
disenfranchisement plus false vote crea- 
tion — election strategy. 

The final senatorial tally could show 
the Nation's Strength coalition slate 
winning between 15 and 19 seats. After 
the election, Aquino will appoint an ad- 
ditional 50 persons to the lower house, 
25 from such “sectoral groups" as 
labour, women and farmworkers, and 
25 from party-list candidates — a type of 
proportional representation for parties 
making a respectable showing but not 
winning seats. 


not accept incorporation into an au- 
tonomous . 

Pelaez called the shift *a very fresh 
breath of air . . . a favourable turn of 
events" and even a “radical shift." But 
on 23 April Pelaez, who saw Aquino on 
21 April, reported that the government 
would not budge on plebiscites and con- 


stitutional procedure. 
Misuart i is now ing, as one op- 


tion, a renewed offensive after 9 May, 
despite a P1 billion (US$48.8 million) 
dev ent proposal hand-carried by 
Public Works Secretary Vicente Jayme 
o Misuari in Jolo on 20 April. How- 
eve, any such move would fly in the 
ace pf Organisation of Islamic Coun- 

ied pressure for a negotiated settle- 
ment. 


HONGKONG 


The government's red face 


The senior Exco member speaks out against direct elections 


By Emily Lau in Hongkong 
qu Hongkong Government has been 
embarrassed by its most senior ap- 
pointed adviser, Sir Sze-yuen Chung, 
who spoke out of turn on the possible in- 
troduction of direct elections to the Bri- 
tish territory's Legislative Council 
(Legco, the lawmaking body) next year. 
Chung is the senior member of the Exe- 
cutive Council (Exco), the territory's 
highest policy-making body, which is 
атут over by the governor, Sir 
avid Wilson. 

On 23 April, Chung spoke at length 
against having direct elections next 
year, saying political developments 
must be carried out within the confines 
of the 1984 Sino-British Joint Declara- 
tion on Hongkong’s future and must 
“converge” with the Basic 
Law. 

The Basic Law is a mini- 
constitution being pre- 
pere by Peking for the 

ongkong special adminis- 
trative region (SAR), 
which will come into exis- 
tence in 1997 when China 


‘resumes sovereignty over 


Hongkong, The Basic Law 
is to be promulgated by 
China's National People's 
Congress in 1990. 

Chung said Britain 
would be turning over 
Hongkong’s . administra- 
tion to China in 1997 — not 
to the Hongkong people. 
He said Hongkong, since it 
is not an independent 
country, must accept that 
the views of the British and Chinese 
governments were more important than 
those of the territory's people. In decid- 
ing whether to have direct elections next 
year, he said, the Hongkong Govern- 
ment would have to consider factors 
other than the wishes of the territory's 
residents. Therefore, Hongkong people 
may not get the political system they 
want even if a majority demanded it. 

Chung said that though the joint dec- 
laration stipulates that the SAR legisla- 
ture is to be constituted by elections, it 
does not say whether elections are to be 
direct or indirect. He said China would 
not tailor its Basic Law to accommodate 
по and so Hongkong would 
simp 
Analysts said Chung was just as suspi- 
cious of the communists as most Hong- 
kong people but in any case did not be- 
lieve Western-style democracy would 
be good for the territory. 

e senior Exco member also 

warned that to introduce direct elec- 


y have to follow the Basic Law. 


tions before the Basic Law was drafted | 
would adversely affect Hongkong's 
prosperity and stability. ; 
ung's remarks echoed those made | 
a week before by Chinese leader Deng 
Xiaoping that universal suffrage and di- 
rect elections to a representative assem- 
bly would not be beneficial to Hong: 
kong (REVIEW, 30 Apr.) Legco 
member Conrad Lam said Chung 
sounded more like a Chinese official 
than an Exco member. E 
The remarks made by Chung dee 
embarrassed the Hongkong me 
ment. Wilson and deputy chief secret: 
ary John Chan had to issue statements. 
reaffirming the British position that a 
review planned by the Hongkong Gov 
ernment to determine what 
sort of political system 
would be appropriate for 
the territory would be 
“genuine” and public opin- 
ion would be акен шу. 
into account.” А Нопр- 
kong Government source 
said Chung’s remarks were 
“a serious mistake. It 
wasn’t orchestrated, we 
didn't tell him to say it. ` 
wish he hadn't said it.” 
Chung's comments 
came shortly after British. 
Forei Secretary Sir | 
Geoffrey Howe had held a | 
second meeting in a month 
with his Chinese counter- 
part, Wu Xueqian, to 
cuss political reforms 
Hongkong. ; АЩ 
The Hongkong Government's politi- 
cal review is to be conducted later this || 
ear, and government officials in both | 
ndon and Hongkong have repeatedly: 
stressed that they have no precorfcetee 
ideas about the outcome. gebe. he 
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Hongkong Government hgf refused to 
give ay undertaking thf direct elec 
tions will be introduced next year even if - 
that is what the majority of the Hong- 
kong people want. CAS 
Although some Exco members insist — 
that Chung was only expressing his per- - 
sonal views on Hongkong's future poli- | 
tical system, none have said they disag- _ 
reed with him. Indeed, some councillors | 
and political commentators believe | 
Chung was revealing the ultimate British — 
position, since he is privy to Exco dis- | 
cussions and Howe's meetings with Wu. | 
These observers said the British — 
must be outraged by Chung's An 
marks since they had wanted at Їеаймо_ 
give the impresfioneof assessing publi}, 
opinion on politic@l reform. Р 























THAILAND 


Lack of confidence 


Opposition censure motion dissolves under pressure 


By Paisal Sricharatchanya in Bangkok 


A cartoon in one of Bangkok’s lead- 
ing newspapers depicting the na- 
tional Democracy Monument being put 
to the torch perhaps best captures Thai- 
land’s political mood in the aftermath of 
an aborted no-confidence debate 
against the government. Culminating 
weeks of political manoeuvrings, the 
collapse of the much heralded par- 
liamentary motion on 22 April was 
prompted by the last-minute defection 
of 15 opposition MPs. 

The credibility of both the opposi- 
tion and the government has suffered. 
Since the present administration as- 
sumed power last August, the 114- 
strong opposition alliance comprised of 
all the small, non-government parties, 
had proven to be the most cohesive in 





















the country’s recent parliamentary his- 
tory. That unity is now shattered and, 
more importantly, its trumpeted role as 
an effective watchdog against govern- 
ment wrong-doings put into serious 
doubt. 

Of the 84 MPs who originally spon- 
sored the no-confidence motion, 15 
m five parties withdrew their names 
on the dayyhe debate was scheduled to 
take place What left the opposition with 
one vote shoN of 70, the minimum re- 
quired number, or one-fifth of the 347- 
seat House of Representatives, to force 
such a debate. 

The defectors' move appeared well- 
orchestrated judging from the fact that 
the content of all the withdrawal notes 
was almost identical. In press interviews 
the majority claimed they pulled out at 
the last minute because they had wanted 
a no-confidence debate against indi- 
vidual ministers. However, the respec- 
tive party leaders insisted their MPs 
were aware all along that the motion 
теа at the entire cabinet, includ- 

prime minister. Amid wide- 
pread allegations €f Wribery, the gov- 
srnment of Prime Minister Prem Tin- 
. 











sulanond emerged with an equally poor 
image. Although Prem broke his silence 
days before the scheduled debate by an- 
nouncing his government's readiness to 
face the opposition's questioning, most 
analysts lend credence to reports that 
elements in the ruling coalition plus cer- 
tain senior army officers known for their 
loyalty to Prem had actively lobbied to 
kill the debate. 

Since he assumed the premiership in 
early 1980, Prem has never been the 
target of a motion of no-confidence. 
Given the ruling coalition's certain sur- 
vival of such a vote — it commands a 
comfortable majority in the house — 
several newspaper editorials had openly 
urged Prem to accept the opposition's 
challenge and use the same opportunity 
to air the governments alleged 
shortcomings as much as to hear of its 
achievements. 

But as one newspaper commented: 
"Like the people who put ир placards 
praising the prime minister wherever he 


TR 





- Reds caught in swoop 


Thais round up 18 suspected communist outlaws 





goes, those who shot down the debate 
once again shielded him from reality . . . 
In a democracy, parliament is the first 
and last link between the people and the 
government. If MPs can no longer be 
trusted to act as the people's repre- 
sentatives, what hope is there for those 
who would like to see good govern- 
ment?" 

As he emerged from parliament fol- 
lowing the motion's failure, Prem was 
booed and insulted by dozens of angry 
hecklers. For someone who is accus- 
tomed to praises by villagers during fre- 
quent weekend trips upcountry, the 
hostile reaction must have taken the 
prime minister by surprise. The pre- 
sence of the hecklers was widely linked 
to one anti-Prem party, though key op- 
position leader Samak Sundaravej 
promptly denied any involvement. 

The opposition leaders were quick to 
announce they would soon re-submit 
another similar motion. The Communi- 
ty Action Party of one-time deputy 
prime minister Boonchu Rojanastien 
expelled five of the MPs who withdrew 
support for the motion. But the damage 
was already done. Coming at a time 
when the public’s faith in the elected 
body was at a low ebb because of party 
infighting and vested interests, the 
latest incident was like adding insult to 
injury. п 


































Simply outstanding. That's how to describe C-130 
Maritime Patrol Hercules performance. It enforces 
maritime laws and treaties. It conducts search and 
rescue missions and protects the marine environment. 
It can stay aloft without refueling for 18 hours and 
patrol 3,100 nautical miles at a low, 5,000-foot surveil- 
lance altitude. And the Maritime Patrol Hercules 
search radar can monitor 160,000 square nautical 
miles in a single flight. 

But this remarkable aircraft isn’t limited to sea 
duty. In addition to its visual and electronic surveil- 

“lance capabilities, it can airlift up to 43,000 lbs. of 


` tgblockheed-Georgia — —— 





cargo or personnel— and put them down safely on 
almost any runway, from sand and gravel to dirt 
and snow. 

Best of all, the C-130 Maritime Patrol combines 
its rugged versatility with surprising cost efficiency. 
That's why the U.S. Air Force, Coast Guard, and many 
countries have operated more than 100 Hercules air- 
craft in maritime patrol missions for over 20 years. 

It's also why you'll find this version of the C-130 
completing successful missions day and night, in every 
imaginable weather and climate condition, all over 
the world. 











| INDONESIA 
Signals for Suharto 


| Minority party's success suggests desire for change 


| By Shim Jae Hoon and Rodney Tasker in Jakarta 


“ 


' Міо one seriously expected Indone- 
sia’s ruling Golkar party to lose the 

- 23 April general election. But the head- 
way made by the minority Indonesian 
Democratic Party (PDI) in terms of 
- popular platform causes and campaign 
turnout had caused Golkar itself to re- 
vise its original 70% forecast — before 
official results came out which suggest 


the arty will increase its majority from 


64.3% of total votes five years ago to 
nearly 73%. 
The РОГ stronger electoral show- 
g, with just over 11% of the vote, 
утрагей to its previous 7.9%, re- 
ected the ve appeal as a non-gov- 
ernment, non-Islamic underdog to a 
| young electorate expressing a desire for 
. political un: But the party, which 
laims itself not to be in opposition 
the government, now faces the prob- 
lem of establishing and consolidating an 
infrastructure to retain the support of its 
- millions of new voters. 
—— Meanwhile, the Islam-based United 
| Development Party (PPP) suffered a 
severe electoral setback, with just over 
16% of the vote, down from 27.9% in 
/82, but managed to hold onto its sec- 
id party position and convincingly 
feated the PDI in the nation's most 
pulous region of East Java, indica- 
ng the government's policy of de- 
-politicising Islam has not been a total 
Success. 
__ The new lineup in the House of Rep- 
| resentatives, slightly expanded this time 
' 400 elected seats and 100 appointed 
_ from the military, appeared to be 299 
for Golkar, as against 246 in the current 
house; 63 for the PPP, down from 94, 
| and a significant improvement to 38 
№ from 24 for the PDI. It was clearly a case 
4 of both Golkar and the PDI making big 
Temm? at the expense of the PPP. 
That Golkar — which describes itself 
as a functidgal group of bureaucrats, 
businessmen, Ngrofessionals and mem- 
b ers of the powerful armed forces — 
- would win, was a fact of Indonesian po- 
| litical life. A national image of success- 
ful development programmes since Pre- 
| sident Suharto came to power in 1966, 
| plus a military-backed political grip on 
| the population down to the village level 
. of this vast archipelago of 165 million 
| people ensured Golkar's success in the 
| fourth national election under Suharto's 
. New Order regime. 

Both the campaign and the voting 
proceeded smoothly and without erup- 
tigns of major violence. Whereas some 

Ople died in rioting in Jakarta 
p eid elsewhere èn thee1982 election, only 
ne death and two infuries were clear- 


J 


ly linked to electioneering this time. 

The eventual result was surprising in 
that PDI, the smallest of the three par- 
ties authorised by the government, had 
attracted such popular support during 
the three-week campaign, that virtually 
every political observer was predicting 
an erosion of support for Golkar as well 
as the PPP. 

Even Golkar officials expected their 
party to achieve less than its target, with 
Golkar chairman, State Secretary 
Sudharmono, climbing down on the eve 
of the poll to a more modest forecast of 
perhaps 60%. But in the event, Golkar 
swept through all 27 provinces including 
the northernmost Sumatran province of 
Aceh, which in the last two elections de- 
feated the government. 

The near-final count showed Golkar 


for the first time winning the Muslim 
bastion of Aceh with 51.49% of the 
vote, gaining five seats in the central 
parliament (compared to four previ- 
ously), as against 43.3% for PPP and 
5.1% for PDI. Amid allegations of vote- 
rigging (local PPP leaders said officials 
were inside voting booths instruct- 
ing voters on who to cast their ballots 
for, charges denied by Home Min- 
ister Soeparjo Roestam), PPP lost two 
seats while PDI for the first time gained 
one. 
The fall of Aceh, though not al- 
together unforeseen, was symptomatic 
of PPP's disastrous performance in gen- 
eral and could mark a new chapter in In- 
donesia's political development. 
Golkar's mighty electoral machine 
smashed through the central island of 


Java where most of the nation's popula- 


tion lives — scoring 50.04% in Jakarta 
(where Golkar boosted its seats by two 
to eight); 70.7% in West Java (up to 
43 legislators from 32); 68.1% in Central 
Java and 71.2% in East Java. Even the 
southern province-level city of Yog- 
yakarta, normally inhospitable to the 
government, went 70.2% for Golkar. 

The Christian-nationalist coalition 
of the PDI led the PPP in many areas, 
especially in Jakarta. Tainted by inter- 
nal schisms and abandoned by more 
pus Muslim supporters, PPP trailed 

ehind PDI with 21.49% in the capital 
city as against РОГ 28.48% ; 13.82% in 
West Java as against 15.38% for PDI, 
and 14.47% in Yogyakarta as against 
15.3% for PDI. Only in the conserva- 
tive Muslim belt of East Java was PPP 
ahead of PDI. Overall, PDI improved 
its previous record in 20 out of 27 pro- 
vinces, while PPP declined in 19 pro- 
vinces. 

Golkar secretary-general Sarwono 
Kusumaatmadja said he and his col- 
leagues had been suprised by the turn- 
out for PDI rallies, particularly by 
young people. In fact Golkar and gov- 
ernment officials viewed the upsurge in 
support for PDI, built around the 
late president Sukarno’s Indonesian 
Nationalist Party, as an encouraging 
factor — reflecting their hopes that Is- 
lamic politics, represented by the PPP, 
were in decline. 

Given the restrictive campaign rules 
which tended to favour Golkar over its 
rivals and the indirect support offered to 
PDI by the government, it was surpris- 
ing that the PPP was able to maintain its 
edge as the biggest minority party, con- 
trary to a widespread forecast of a major 
shift in the political alignment. 


Lese of the PDI were in an awk- 
ward position during the campaign. 
While in real terms their party was 
stronger than it had been since, its for- 
mation in 1973, they were obliged 
nonetheless to stick to their proclaimed 
stance of non-opposition to the govern- 
ment while trying to accommodate the 
unprecedented support they had evi- 
dently received, mainly fron? young In- 
donesians. More than 50% of Indone- 
sians are under the age of 40 and most 
analysts categorised the youth vote for 
PDI as an expression of a desire for poli- 
tical change, though it was unclear what 
sort of change was sought. 

The PDI looked at Jakarta as its poli- 
tical barometer, given the huge, youth- 
ful rallies which it was able to muster in 
the capital during the election cam- 
paign. PDI leaders were as surprised as 
anyone by the crowd turnout for the 
m and were somewhat embarrassed 

y the fact that Sukarno's portrait be- 
came more and more evident among 
crowds attending their rallies. “е 
asked the government if it was leg@l to 
display Sukarno's picture, but we di 
receive a reply," PDI secretary-general 











Nicolaus Daryanto told the REVIEW. 

Daryanto stressed that Sukarno's 
image had not been officially endorsed 
by the party, even though it had become 
something of a symbol for the mainly 
young and middle-class voters perhaps 
pene a change in the government's 
style of leadership. 

In 1982, Golkar gathered 45% of the 
Jakarta vote, against PPP's 39.2% and 
РОГ» 15.8%. This time, the size of PDI 
crowds — though that could not be ex- 
pected to represent a reliable yardstick 
of popularity — had suggested the party 
might overshadow Golkar. But obser- 
vers said the PDI crowds were mostly 
comprised of young people below the 
voting age of 17. 

Given political realities, both PDI 
and PPP made only mild protests about 
alleged manipulation of the poll. 
Sudharmono at a news conference 
heatedly rejected allegations of irregu- 
larities in vote tabulation, saying if some 
precincts showed more votes than its 
number of eligible voters, it would have 
been "administrative error" rather than 
an "intentional [scheme to rig the vot- 
ing]." But apart from double and some- 
times triple-votings reported in some 
areas, PPP and PDI officials. com- 
plained that votes for their parties were 
sometimes perforated in two places, 
rendering them invalid. 

Fraud or not, PDI’s stronger show- 
ing this time reflected the appeal of a 
new-look party which had used the elec- 
tion campaign to criticise the govern- 
ment on several popular causes: wide- 
spread resentment of official corru 
tion, monopolies controlled by a few big 
businessmen with close links to the gov- 
ernment leadership, students' lack of 
political freedom on the campus and the 
powerless nature of the rubber-stamp 
parliament. 

*The government is now convinced 
that our party's policies are right and 
just," said Daryanto. *Now is the time 
for the PDI to move up." But move up 
where? Like politicians of all the par- 
ties, Daryanto knows that gaining seats 
in the assembly will not affect In- 
donesia's ruling system. Power is firmly 
in the hands of Suharto, who controls 
the army and bureaucracy. 

The top PDI leadership, which was 
chosen by the government in 1986, faces 
a problem not of defeat but of success. 
Having increased the party's share of 
the vote so that it is just behind a forlorn 
PPP, they now have to try to retain the 
support of their voters who expect this 
to be translated into some form of pres- 
sure for political change. 

Analysts and even some government 
officials said that Suharto would also be 
unwise to ignore the demand for change 
which emerged strongly during the cam- 
pal\n, particularly as it was basically a 

ry rom the country's youth. Much de- 
on whether Suharto and his advis- 


pe 
ers will take this into account in forging 


future policies, or whether conser- 


vativism — and the inherent danger of 
stifling any moves towards reform — 
will prevail. 

Although it has managed to cling to 
its status as the biggest minority party in 
Indonesia, PPP has emerged from the 
election shattered and shaken. It had 
been shorn of much of its Islamic appeal 
ру the withdrawal of the influential 

ahdatul Ulama (NU — the conserva- 
tive council of Muslim teachers) two 
years ago. 


NO the fact that it com- 
fortably defeated PDI in the na- 
tion's most populous region of East Java 
by a margin of 20.7% to 8% was firm 
эзы that Islam in Indonesia, despite 

ancasila — the government's policy of 
consensual politics separated from reli- 
ion — remains strong in the world's 
argest Muslim country. NU's predic- 
tion of up to 1 million voters golputting 
(either not voting or invalidating their 
ballots) because of alleged dislike of the 
PPP did not materialise. 

“I am happy that religion did not 
play any d role in these elec- 
tions," Religious Affairs Minister 
Munawir Sadzali told the REVIEW. Gol- 
kar’s Sarwono was equally happy. 
“Islam has never been and never will be 
a significant factor in Indonesian poli- 
tics," he said. 

Islamic youth leader Slamet Effendi 
Yusuf, chairman of the Ansor (Islamic) 
Youth Movement, tried to put the best 
face on PPP's poor showing. The PPP's 
setback should not be interpreted as a 
"defeat for Islam," he commented after 
the election. He added that it was the 
party's inept handling of campaign 
themes, which tended to lead to religi- 
ous sectarianism and exclusivism, that 
had resulted in the drop in support in 
PPP's *base areas." 

Another important factor during an 
election in which the campaign was 
perhaps more significant than the actual 

oll, was the conduct of the armed 
orces, or Abri. In previous elections, 
Abri has taken a partisan stance in sup- 
port of Golkar, but this time it re- 
mained significantly neutral, a fact 
appreciated by the two non-government 
parties. Some felt that Abri's new role 
reflected a growing professionalism 
among younger officers, compared with 
the more partisan, older “45 Genera- 
tion" military figures who took part in 
the 1945 revolution against the Dutch. 

If Abri — which has played a crucial 
role throughout Indonesia's political 
development — maintains this stance in 
the future, it may become a factor in en- 
couraging a cautious move towards a 
more democratic, civilian-based politi- 
cal system. But whatever the fanfare 
over the election, no one anticipates an 
immediate move towards a more flexi- 
ble political system with a lively parlia- 
ment. Throughout its history, the 
House of Representatives has yet to ini- 
tiate any legislation from the floor. E 








FOREIGN RELATIONS 


Tension on 
the border 


India and China trade charges of — 3 


aggressive military moves 


By Salamat Ali in New Delhi 


ү уз increase in tension along the | 


Sino-Indian border over the past few 


months has left the Indian Government — 
unsure of the latest Chinese attitude to | 


the problem. Peking's reactions are 


seen here as conveying mixed signals — _ 
assurances of a desire to settle the dis- — 


pute amicably through mutual accom- 


modation coupled with charges of ag- | 


gressive Indian military moves. 


On 22 April, a spokesman of the | 


Chinese Foreign Ministry charged: 


“India has AC) crossed the line of — 


actual control [LAC] by the two sides, 


nibbling at Chinese territory, forcibly , 
occupied some places and sent military | 


aircraft to violate Chinese aig spa 


from time to time. Recently, it has - 
e Sino-In- - 
ed a large- | 


amassed its troops alon 
dian boundary, and con 
scale milita exerci 
Checkerboard.” 

The Chinese official also denied alle- 


code-named 


ations that China was “building up | 


orces in Tibet to teach India a lesson, 


calling such reports “sheer rumours | 


concocted out of ulterior motives.” 
Later, an Indian Foreign Ministry 
spokesman refuted the Chinese charge 
and asserted that Indian troops were 
under strict orders not to cross the divid- 
ing line and that there was no force 
build-up along the frontier. He added: 
“There have been no Indian military 
exercises in the proximity of (Һа ітФ- 
Indian] border in regent months.” 

Last July the,Indian press had rey 
ported that Chinefe troops, havirfg 


crossed «һе border, had occupied ап 



















| area in the Sumdorong Chu valley on New Delhi rejected the Chinese pro- | that Li referred to Indian troop move- 
| the Indian side at the trijunction of the | test but in March Indian Prime Minister | ments along the border and reiterated 
| borders of Tibet, Bhutan, and India's | Rajiv Gandhi made a highly conciliat- | China's peaceful intentions, but gave no 
| Arunachal Pradesh state. The reports | ory gesture when he called for a | indication of an early resumption of 
| added that the Chinese had built a | negotiated settlement of the border dis- | talks. 
| helipad at Wangdung in the valley and | pute. Gandhi also instructed his aides to A day later, the newly appointed In- 
| had begun widening the mule tracks | seek an early date for the eighth round | dian Defence Minister K. C. Pant, on 
$ leading to the area to take vehicular | of the Sino-Indian border talks, but the | his way back from Pyongyang, was en- 
| traffic. On its part, China has asserted | Chinese response was not overly en- | tertained at a dinner in Peking by the 
that Sumdorong Chu *has always been | thusiastic. Chinese Minister of Geology and Min- 
Chinese territory." erals Zhu Shun. Zhu told Pant that 
Last month, the daily Times of India Di the past few months there | China desired a settlement of all pend- 
losed that an Indian brigade had have been several diplomatic con- | ing issues in a spirit of goodwill and ac- 
en deployed against the Chinese in | tacts between the two sides on this mat- | commodation. 
umdorong Chu, but the operation was | ter. Gandhi met the Chinese Ambas- Some significance is seen in New 
alled off possibly because an Indian | sador to New Delhi Li Lianging during | Delhi to the Chinese taking the initia- 
survey team in the area con- | the Indian Republic Day celebrations | tive of entertaining Pant. During the in- 
d that the two Chinese platoons in | on 26 January and told him that both | formal exchanges there is said to have 
. the valley could now be on their own | sides should try to normalise relations | been agreement in general terms that 
| side of the frontier. and solve the border problem. Later Li | the next round of border talks should be 
. On 10 December 1986, the Indian | met K. Natwar Singh, India's minister | held at an сану date and a system be 

| parliament passed a law converting | of state for foreign affairs, and told him | evolved for political and military con- 
| Arunachal Pradesh from a territory ad- | that the immediate resumption of the | tacts to avoid misunderstandings along 
| ministered by New Delhi into a state of | border talks would prove unproductive | the border. 
| the union. Peking reacted strongly the | unless India decided to make conces- 
. next day, declaring “the step has further | sions on one sector of the border for a | » Robert Delfs writes from Peking: One 
complicated the problem,” and “it is еп- | similar accommodation by the Chinese | of the issues under dispute between the 
tirely futile for the Indian authorities to | in another sector. two sides is the LAC, which on the east- 
_ try to legalise the occupation of Chinese Li called on Gandhi again on 16 | ern sector of the border has, since the 
territory through domestic legislation.” | April to make what was officially de- | 1962 clash, approximated the McMa- 
Peking’s statement added that “the con- | scribed as a farewell call, for he issoon | hon Line. The product of the 1913-14 
E equences arising therefrom would be | due to return to Peking having com- | Simla Conference, the McMahon Line 
Serious.” pleted his term. But it is reliably learnt | roughly links the crests of the 
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The navy has been 
its claim for a share of the de- 
fence-modernisation program- 
me for several years and has 
now found a major gupporter in 
Junejo, who is also the defence 
minister. Its request for new 


| PAKISTAN 
Now itis the 
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е avy S turn ships was first discussed in 1984 

Des a decision was almost made 
ritain offers to sell to buy three British Type 21 fri- 

three modern frigates gates. However, the shipyard 


was privatised by the British 
Government and the deal did 
not through. Britain’s de- 
for a hefty security depo- 
sit in cash was another reason 
for the deal’s cancellation. 
Pakistan is now gpnsidering 
four separate offers from Bri- 


Husain Haqqani in Islamabad 


egotiations = under Да ће 
purchase of three British frigates b 
Pakistan Navy. The deal, wo 
У million (US$910 million), was a 
ог issue during Pakistan Prime 
| Minister Mqhammad Khan Junejo’s re- 
cent visit t n, and his British tain, West Germany, the 
| counterpart, t Thatcher, of- Netherlands ара urkey, 
F special credit facilities to finance | even now to increase the navy's share. | though informed sources say the real 
| the š The bulk of the US$1.6 billion in Ame- | choice is between the West German 
А If the deal goes through, it would be | rican military assistance during 1980-86 | F122 and British Type 23 tes. A 
| the first major addition to Pakistan's | was spent on F16 fighters, while the | British bank has offered million 
| obsolete naval fleet in almost 15 years. | US$1.9 billion earmarked by the US for | credit — £100 million more than previ- 
| The Thatcher government is keen to sell | the next six years are likely to be used | ously offered and exceeding Britain's 
_ the frigates because it would be the first | for modernising the army's communica- export-credit limit for Pakistan — to fi- 
_ foreign warship order for a British ship- | tions, mobility and armour capabilities. | nance the ships' purchase. The finance 
. yard in more than a decade and could Following an increase in Soviet- | package now involves a downpayment 
save 4,300 jobs at General Electric | backed Afghan air incursions, the Ame- | of 15 ‚ and the 7% interest over 12 
Co.’s Yarrow shipyard on the Clyde in | ricans have expressed interest in provid- | years is considered quite favourable. 
Scotland. ing Pakistan with an airborne advance The frigates would be delivered within 
The Pakistan Navy is the smallest and | warning and surveillance system, in ad- | 55 months of finalising the deal. 
оў-доогіу equipped of the country’s | dition to military assistance under the After Junejo's visit it seemed (s 
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, afed forces. jor portion of | long-term aid package. The navy's re- | the British had clinched the deal&b i 
y Pakistan’s defênce Budget has tradition- uirements, however, have to be met ite Paani their ч 


ns 
Лу been used by*he'army and the air gh Pakistan's domestic defence мар f 
| force, and military leaders are eeluctant | budget. bmi y ro Pe enirn è 
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Himalayan range for about 700 miles 
between Bhutan and Burma. The 
Chinese Government does not recog- 
nise this line as the legal border. 

However, Chinese and Indian forces 
have in general үч» to their respective 
sides of the McMahon Line since 1962. 
But in the Tawang area immediately ad- 
jacent to Bhutan, the McMahon Line as 
originally drawn runs several kilometres 
south of the Thagla ridge, the scene of 
fighting during 1962. 

During the seventh round of the 
Sino-Indian border talks last July, the 
Indian side argued that the ridge is a na- 
tural watershed and that the original 
McMahon Line was intended to follow 
the watershed, but China denied the 
validity of this principle. The Indian 
side has proposed joint verification of 
the LAC without prejudice to the legal 
claims regarding the actual border, and 
the Chinese reportedly refused, claim- 
ing that the location of the LAC is “clear 
to all." 

According to some diplomats, In- 
dian references to the LA сое indi- 
cate the ridge or watershed line, though 
there is some ambiguity about the 
McMahon Line itself, which on the ori- 
ginal map represents a band of 6 km 
across — nearly the north-south extent 
of the contested Sumdurong Chu. 0 


























visit Islamabad soon and might match or 
improve upon Britain's offer. The Type 
23 is the most modern frigate in the Bri- 
tish fleet and to make the deal more at- 
tractive for Pakistan, Britain has of- 
fered to transfer ——( building 
one of the frigates in Karachi. 

The final decision on the frigates is 
likely to be based on the extent to which 
the oH en tele cos is ead Me 
a priority by Islamabad. Junejo 

in the cabinet feel that a 
weak na 
port of 
event of a war with I 
strategists 


ing sea 
modernising its fleet, and their view is 
supported by the Americans who wish 


to assign Pakistan a greater role in the 


region. 

Critics of the frigates deal within the 
ruling Pakistan Muslim e, nota- 
bly Gohar Ayub Khan, an MP, e 
that the country's navy does not an 
expansion of its surface fleet. They say 
that Pakistan should enhance its sub- 
marine defence T and also ac- 
quire Exocet anti-ship missiles. 

The navy has requested an improve- 
watara remi брине of US 
warfare о! 

de P3 Orion surveillance aircraft. 

. | ThS is believed to have agreed to sell 
Orions as part of its foreign mili- 

t to replace the French Atlan- 

tique aircraft now used by the Pakistan 
awvysaram. — > O 
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VIETNAM 


Elections with a difference 


Voters are allowed to speak out on problems during assembly polls Y 


By Murray Hiebert in Bangkok 


X f ictnamese voters elected a new na- 

tional assembly on 20 April, follow- 
ing a more open and free-wheeling elec- 
tion compared with past polls. One of 
the new assembly's priority tasks will be 
to appoint the country's first prime 
minister since the French were ousted 
30 years ago. 

For the first time, election candidates 
campaigned and attended public meet- 
ings at which voters were able to com- 
plain about their problems and criticise 
candidates. In Lang Son province in the 
north, several candidates running for 
district and village councils were ousted 
after voters pointed out “some irregula- 
rities or voiced suspicion," 
Hanoi Radio said. ; 

Voters also had more 
candidates to choose from 
this time around: 829 ran for 
496 seats, compared with 
about 600 candidates in the 
last election, in 1981. The 
size of electoral units was 
decreased so that candi- 
dates would be accountable 
to a smaller number of vot- 


ers. 

All candidates had to be 
approved by the Vietnam 
Fatherland Front, a quasi- 
governmental mass organi- 
sation including women's, 
youth, labour and religious · 
groups, but this time around 
candidates were nominated 
at public meetings. In the 
past, most candidates were 
simply appointed by local party officials. 

ommunist Party of Vietnam chief 
Nguyen Van Linh, elected in December 
at the party's congress where wide- 
spread leadership eter were made, 
met voters in Hanoi in late March and 
heard complaints about shortages of 
consumer goods, housing problems, 
poor schools and unemployment among 
youth, Radio Hanoi said. 

“Never before had the people of 
Dong Nai had an opportunity to speak 
out their thoughts and problems in the 
face of the current difficulties to na- 
tional assembly deputies and their di- 
rect local leaders,” the radio said, fol- 
lowing a meeting in this province north- 
east of Ho Chi Minh City. $ 

Analysts said the campaign leading 
up to the election fitted with Linh’s 
more-open style and his attempts to in- 
troduce reforms to help overcome Viet- 
nam’s serious economic crisis. But the 
new election style was not applied 


vic denen | j 
“The old procedures are still main- 
> ty 21479 See 


алый, 





candidates in this election. 


Cong. e 
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tained in many localities. In some. 
localities, voters have conducted 
bates just for the sake of formality,” 
official party newspaper Nhan 
said. “In other localities, debate se 
to be conducted democratically but it is 
in fact imposing the list of candidates on 
voters." Я 

In the past, Vietnam’s national as- 
sembly has been mostly a rubber stamp. 
for policies made by the party polit- 
buro or the government's council 
ministers, but recently the assembl 
has been more active in criticising mis- 
takes. ( 

At the assembly’s session in Decem- 
ber 1985, a few months after 
a disastrous currency change 
that prompted 1,000% in- 
flation over the past 18 
months, assembly members | 
from the south acc 
some officials of t 
to undermine attempts 
reform  Vietnam's ai 
economy. A few deleg: 
were said to have deliver- 
ed speeches considerably 
stronger in tone than those 
they had submitted for ad- 
vance approval. l 

When the new assembly 
meets in June, it is expected 
to appoint successors to 
President Truong С id | 
and Premier Pham Van 
Dong, who resigned fi 
their politburo posts at 
party congress late last 
Neither Chinh, 80, nor Dong, 81, v 


ci 
9:3 " 


Most analysts believe Vice-Premie! 
Pham Hung, 75, second in rank, in [he Ж 
politburo and a long-time southern - 
revolutionary leader but 
thusiastic supporter of т be 
named the next presidént. However, 
some Vietnamese sources say Chinh is | 
чш to keep this largely ceremoni al 
ob. uM 

Speculation for the premier's slot 
centres on two other vice-premiers. - 
One is state planning chief Vo Van Kiet, 
64, a southerner who is fifth-ranked - 
in the politburo and a leading pro- | 

nent of economic liberalisation. | 

e other is Vo Chi Cong, 74, ranked | 
third in the politburo. Cong. also a | 
supporter of economic reform, is often — 
described as a rather colourless bureau- 
crat. Analysts think it is signifiga 
that the eer, press has recem 
referred to Kiet as à * anent vice- 2 « 
a title pfeviously held bf^ 

: п 


^+ 
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premier," 











| CAMBODIA 





*| By Murray Hiebert in Phnom Penh 

| D: the first half of April, Cambo- 
| dia was busily preparing for its New 
| Year. In Phnom Penh, workers were 

| whitewashing buildings, planting flow- 
| ers in parks and painting new traffic 
| stripes on the streets. 

| Along Route 3, south to Takeo, vil- 
| lage groups organised small flower festi- 
| vals to raise money for their local 
pagoda and school. 

| But behind these New Year ac- 
| tivities, Cambodia was also preparing 
| for war. Groups of militia trained in sev- 
| eral Phnom Penh parks, and rallies, 
| showing Indian martial-arts videos, 
_ were held to urge young men to sign up 
for military service. Several evenings 

| after Phnom Penh's 9 p.m. curfew, 

| truckloads of cheering Cambodian 
soldiers could be seen leaving the capi- 


^C rca 

| Around Siem Reap, close to Cam- 
| bodia's northeastern border with Thai- 
| land, Vietnamese troops guard bridges 
| and roads against attacks from Khmer 
ouge and non-communist guerillas op- 
sed to the eight-year-old Vietnamese 
scupation of Cambodia. Fox holes and 
nches have been dug around villages 
facilitate escape in case of attack. 










inister Hun Sen said in an interview. 
| Foreign visitors, who are restricted in 
M their travels to provinces around the 
j ] capital, find it difficult to assess the cur- 
Ж. rentsecurity situation in Cambodia. But 
T . б В 

| number of guerilla attacks a visitor 

rS e doe from this year’s dry sea- 











son are доў from the number of inci- 
| dents report&d during the first four 
| months of 1986. 

Many of the military feats claimed by 
the tripartite anti-Vietnamese Demo- 
| cratic inar jo e coalition are clearly 
exaggerated. In late March, Khmer 

Rouge leader Khieu Samphan said in 
Bangkok that his guerillas “encircle . . . 
parts of Phnom Penh." But foreign 
journalists who arrived here the next 
day found no signs of a military threat to 
the ay. 
Officials in Phnom Penh claim the 
resistance forces have changed their tac- 
tecs because last year's military attacks 
Jap inside Cambodia resulted in heavy 
guerilla casuSlties Now, one official 
ne Said, the resistanc “@ncentrates its ef- 
_ fort on rebuilding a network ef agents, 
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| The shadow of war 


| While the capital rebuilds, the guerillas take their toll 





spies and guides” inside the country. 
“They try to infiltrate their troops to 
wait for a political settlement in the fu- 
ture,” he said. 

“But this infiltration doesn’t trouble 
us too much,” the official continued, “it 
provides training for our troops, too.” 
A Vietnamese source said that Phnom 
Penh’s soldiers, who face frequent com- 
bat along the border, “are little by little 
getting stronger.” But guerilla leaders 
and diplomats in Bangkok say Phnom 
Penh's soldiers, lacking motivation and 
discipline, are ineffective and often de- 
sert. 

Despite continuing security prob- 
lems, Cambodian and Vietnamese offi- 
cials in Phnom Penh insist that Vietnam 
will withdraw its troops from Cambodia 
у 1990, as the two sides have pledged. 
“If the situation evolves as is, we are 
hopeful that by 1990 all Vietnamese 
troops will be withdrawn,” Hun Sen 





ambodian Prime Minister Hun Sen 

cannot call provi capitals to 
check on the state of security during the 
night, but Soviet technicians in Phnom 
Penh can now telephone their mothers 
^ Moscow. e Soviet Union is in the 
inal stages of installing a ground satel- 
lite station in the capital that will give 
Cambodia its first telephone and telex 
links with the outside world since 1975. 
The station has been installed on the 
grounds of Phnom Penh's old Ro- 
man Catholic cathedral, which the 
Khmer Rouge dismantled brick by 





The capital rises from the ashes 


said. But "if the troop withdrawal will 
be taken advantage of," he warned, 
"then we will have to negotiate to take 
appropriate measures to face up to the 
situation." 

Cambodian officials also say the 
number of Vietnamese advisers in the 
government has been reduced since 
1979. Hun Sen compared his govern- 
ment to a kitchen: “If food is prepared 
by one's own hand, it will suit our taste 
better," the premier said. “In 1979, we 
needed food but we couldn't prepare it 
by ourselves. We needed Vietnamese 
hands to help. Right now we are able to 
make our food ourselves much more, so 
the number of Vietnamese has been re- 
duced." 

My Samedi, director of the medical 
school in the capital, said he has not had 
regular Vietnamese teachers since 1985. 
Khieu Kanyarith, editor of Kampuchea, 
said the last Vietnamese advisers left his 
newspaper in 1983. Some Vietnamese 
doctors have been replaced by Soviets, 
Czechs and East.Germans, and a few 
Western agronomists and hyrologists 
working for private relief agencies have 
replaced departing Vietnamese experts. 




















oreign-aid officials said the govern- 

ment — sometimes called a school- 
teacher government because of the 
number of former teachers in the ad- 
ministration — has become more com- 
pet in the past few years. One UN of- 
icial said he can now deal directly with 
responsible ministries and departments, 
while two years ago he conducted all his 
business through the Fogeign Affairs 
Ministry. 
But beneath the government's confi- 
dence about the future, the war con- 
tinues to take its toll. Small groups of 
amputees, mostly young men on 
crutches and dressed in army uniforms, 
go around Phnom Penh begging. One 
restaurant operator said 3 am- 
putees drop by every day seeking hand- 
outs. A doctor said the military hospital 
in the capital gets an average of 15 new 
amputees daily from around the country. 

Another cost is psycholggical. Peo- 
ple often express fear and uncertainty 
about the future. “The war causes a lot 
of insecurity," one aid worker said. 






































brick during its rule in 1975-79. 
Finem Penh, which was iit ~~ 
a ghost town during Khmer Rouge rule, 
is now a crowded, noisy city of more 
than Linger =. The ска we 
teeming icy motorcycles a 
cars. Often the traffic is dangerous. A 
Cambodian journalist said more than 
half a dozen people die in accidents ipe 


the capital every week because gmny 
vehicles drive without lights or be ins 



















"People won't even tell their wives — 
let alone their co-workers — some 
things because they're not sure what 
government will be in power next year." 

The continuing hostilities also have 
economic costs. Officials in Kompong 
Speu, southwest of Phnom Penh, re- 
cently told foreign-aid officials that 40% 
of the cultivable land in the province 
was out of production because of insec- 
urity near the mountains. 

And the war diverts manpower. 
Thousands of young men, whose num- 
bers were devastated during four years 
of Khmer Rouge rule under Pol Pot and 
who could be working in the country's 
rice fields, sit idly in small, thatched 
guard posts securing Vales мн and roads 
throughout the countryside. Others are 
drafted into the army or recruited to 
clear forests and to construct a tank 
ditch and a bamboo fence along the 
Thai border to impede guerilla infiltra- 
tion. 

Phnom Penh has offered to talk to 
the Democratic Kampuchea coalition's 
two non-communist factions to end the 
fighting, but the coalition insists on 
negotiating directly with Hanoi. Hun 
Sen again repeated the offer in the inter- 
view: “Any faction except the Khmer 
Rouge can negotiate to have a role in a 
future government. We have already 
declared that we are ready to negotiate 
with the other factions, based on the 
elimination of Pol Pot, to have national 
reconciliation." 

More than 1 million Cambodians are 
believed to have died from starvation 
and overwork or had been executed 
during Pol Pot's rule between April 
1975 and January 1979, when Vietnam 
ousted the Khmer Rouge. 

"We ask for the political and military 
elimination of the Pol Pot organisa- 
tion," Hun Sen said. “Once the Pol Pot 
organisation has been disbanded, all its 
members have rights like other citizens. 
If they have skills, they have the right to 
use them." 

Hun Sen also spoke about a possible 
future role for Prince Norodom 
Sihanouk and Son Sann, leaders of the 
two non-cqjnmunist coalition groups. 
"If they negotiate, they can have some- 
thing. But not everything; they must 


vated. But in alleys or less travelled 
streets, Phnom Penh still carries the 
scars of war, vandalism and neglect. 

A recent survey by a Western aid 
agency indicates that only 46,000 habit- 
able dwellings remained in the capital in 
1979, of some 122,000 before the war. 
As a result, slums, overcrowding and 
squatter problems have "Pens tq with 
thousa of people living in aban- 
doned schools or theatres, in makeshift 

tuts or on rooftops. Mountains of gar- 


н. зд the past eight 
and behind apart- 


Phnom Penh's water system is 


share. It's upto the people to decide" on 
their future roles, he said. “By 1990, if 
all Vietnamese troops are withdrawn, 
there will be no need for a political solu- 
tion.” Hun Sen warned. “If [Sihanouk 
and Son Sann] continue to follow China 
or Thailand and don't dissociate [them- 
selves] from Pol Pot, they will become 
exiles for life." 

People whom foreigners meet in 
Cambodia express anxiety not only 
about the continuing war, but also 
about the intentions of Vietnam. “We 
all wish the Vietnamese would go home, 
but we still can't stop Pol Pot," one 
Cambodian said. "But by 1990, we'll be 
ready." 

Many of the criticisms one hears are 
directed at Vietnamese migrants — 
people who lived in Cambodia before 
the Khmer Rouge victory in 1975 or new 
arrivals. Many of them are doing jobs 
traditionally done by the Vietnamese in 
Cambodia — running shops and restau- 
rants, fishing, bricklaying and tailoring. 
But others are just layabouts, pickpoc- 
kets and prostitutes. 

Cambodian resistance leaders ac- 
cuse Vietnam of sending more than a 
million migrants to colonise Cambodia. 
"According to the enemy's propaganda, 


Young food hawker in Phnom Penh. 


perhaps the most dangerous health 
hazard. Water is chlorinated at the city’s 
treatment station, but the water pipes, 
which run next to the sewer lines, have 
an estimated 30 to 40 major leaks, caus- 
ing serious recontamination as the 
water flows to its destination. Further- 
more, water is pumped for only 10 hours 
a day. After it is turned off at night, sew- 
age backs up into the water pipes. 

Very few people in Phnom Penh un- 
derstand the link between hygiene and 
the serious diseases which frequently 
break out in the city, the survey found. 
In June and July last year, there was an 
outbreak of cholera. | — Murray Hiebert 


there are no Khmer living in Phnom 
Penh, only Vietnamese,” Hun Sen said. 
“In Phnom Penh, you will meet more 
Chinese than Vietnamese. Up to now, 
no one has condemned us for the Sinisa- 
tion of Cambodia.” | 

Hun Sen estimated that about 60,000 
Vietnamese live in Cambodia today, 
which is about 10% of their numbers in 
1970. “It’s quite natural for the Viet- 
namese to return home,” he said. “They 
were born here, so after liberation they 
returned to their native places in Cam- 
bodia." Many analysts think the 
number of Vietnamese is at least three 
or four times Hun Sen's figure. 


№ all the Vietnamese аге old-tim- 
ers. Many have come for the first 
time in the past few years seeking bet- 
ter economic opportunities and fewer 
government controls. One pe 
woman selling desserts in Phnom Pen 
said she left Can Tho in southern 
Vietnam late last year with some 
friends looking for adventure. Cam- 
bodia and Vietnam have immigration 
regulations, but she said she just got in а 
boat and came up the Mekong River 
without any papers. She had no idea 
how long she would stay. 

Cambodian animosity 
towards the Vietnamese 
dates back to Vietnam's 
harsh occupation of Cam- 
bodia in the 1830s. Today 
most problems facing peo- 

le in Phnom Penh are 

lamed on the Vietnamese. 
"We recently brought in a 
new X-Ray machine," one 
Western doctor said. “When 
we couldn't get it to work, 
my colleague asked if it had 
been shipped through Viet- 
nam. He simply assumed 
the Vietnamese had taken 
some valuable parts." 

At least some Vietnam- 
ese seem to recognise the 
problem. "In their heart, 
people hate Vietnamese," a 
Vietnamese source „saj 
"but in their head they 
realise they owefa debt of 
gratitude og the Viet- 
namese. Maybe in one or 

two generations their hearts will be with 
us. es s now realise they have to be 
on g terms with us, otherwise they 
wil face a greater danger," he said, re- 
ferring to the Khmer Rouge. 
Cambodian officials said they some- 
times round up “bums and vagabonds" 
and send them back to Vietnam but they 
admit that within a few weeks many are 
back. During the past year, Phnom 
Penh has also taken some steps to slow 
the migration of Vietnamese into the 
rural areas of eastern Cambodia, 
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К° Sokhet runs а private-car repair 
[X shop in communist Cambodia. The 
cars he and his dozen employees fix are 
rusting skeletons, abandoned ог 
mashed when the Khmer Rouge seized 
wer in 1975. Because of Cambodia’s 
iternational isolation, they have trou- 
le importing parts and are forced to 
¿Junkyards or to .fabricate new 
$ using simple hand tools. 

Sokhet's shop manages to rebuild 
two cars a month and charges 
“Riels 40,000 (US$320 on the 
market) each. Workers earn about 
1е15 8,000 a month, compared to gov- 
rnment employees who earn Riels 200- 
DO: Sokhet pays another Riels 8,000 in 
axes, but he has earned enough to build 
new house and to rebuild an old 
yota for himself. 

Much of Cambodia's economic re- 
)very during the past eight years has 
cen driven by the private sector. 
hroughout Phnom Penh, private mer- 
ants have set up gold and silver shops, 
rmacies, tailor.shops, motorcycle- 
air stands and restaurants. Despite 
trade embargo most countries have 
osed on Cambodia, markets in the 


sumer goods. 
Most.of Cambodia's imports come 
m Thailand and Singapore, arriving 
he southwestern island of Koh Kong 
the Gulf of Thailand. Bangkok has 
ned trade with the Vietnamese- 
кеа government in Phnom Penh, so 
from Thailand are either smug- 
d or transshipped through Singa- 
ег: 
Оп: ће Cambodian side, trade is 
ely controlled by the private mer- 
hants. "If the government can't carry 
ut this trade [with Thailand] and the 
Ople can, we allow them to do it," 
mier Hun Sen said. Last year the 
tional assembly, which previously 
nly recognised the state, cooperative 
nd family sectors, changed the coun- 
y's m i to allow for the private 
tor. 

Last year for the first time, the gov- 
nment began collecting taxes, rents 
nd utility fees from private businesses. 
woman selling fruit.drinks in the mar- 
t pays Riels 100 a month tax and 

ther Riels 100 rent. for her stall. A 
Iver shop downtown pays Riels 2,000 
in tax each month and another Riels 200 
each for rent and electricity: Taxes on 
restaurants appear to be.more arbitrary 
апа earlier this year, the authorities 
drove a successful restaurant out 
of business by sharply increasing its 
taxes. 
€ jpercign observers are puzzled by the 
| .suürce of the hard currency being used 

to pay Camb8dia’s'sizeable import bill. 
"Immediately абе? ће Vietnamese inva- 















ital are well stocked with imported 


es flourish 


Private sector encouraged to fuel economic recovery 











sion in 1979, people were digging up 
gold and jewellery buried when the 
Khmer Rouge seized power. Today 
Cambodians are bartering dried fish 


and fresh shrimp and lobster with Singa- . 


pore and Thailand in exchange for con- 
sumer goods. Some timber and kapok 
is being bartered for fertiliser from Ja- 
pan. 

Families with relatives abroad are 
also starting to get hard-currency remit- 
tances. Since January, Cambodia has 
set up formal relations with banks in 
France, England, Belgium, Singapore, 
and Hongkong, facilitating direct 
money transfers to Phnom Penh. The 
state bank pays recipients Riels 75 per 
US dollar, compared to Riels 30 at the 
official rate, or Riels 124 at what people 
call the “bank on the street." But de- 
spite Cambodia's bustling private trade 


ILLEGAL IMPORTS 


REVIEWMAP by Picky Hur 


and limited hard currency, the riel has. 


remained surprisingly steady, while 
Vietnam's dong has depreciated rapidly 
during the past year. 


ES years after Pol Pot's “egalita- 
rian society" was overthrown, à 
new affluent class is emerging in Cam- 
bodia. Its members ride rebuilt cars 
from shops like Sokhet's or shiny red 
Honda motorcycles, costing US$1,500 
each, using black-market gasoline sold 
in bottles along the street. 

Government officials insist that the 
role of private capital is necessary for re- 
building Cambodia. "The fact that 
we're giving our population the oppor- 
tunity to exercise freedom in the econ- 
omy and small industry is not as danger- 
ous as the fact that poverty continues to 
exist," Hun Sen said. 


dians, life remains d 


















But for the vast. y. of Cambo- 
ifficult. A waiter in 
a government-owned hotel earns about 
Riels 150 in cash per month and gets the 
equivalent of another Riels 300 in rice, 
soap, kerosene and cigarettes, and gov- 
ernment workers are forced to moon- 
light to make ends meet. 

Agriculture was one of the brightest 
spots in Cambodia's economy last year. 
The country had its best rice crop since 
1979, producing 2.2 million tonnes of 
rice, according to Chhea Song, deputy 
minister of agriculture. In 1969, the 
last year before war engulfed Cambo- 
dia, it produced about 2.5 million ton- 
nes. 
Much of Cambodia's soil is not very 
fertile, and almost every year the coun- 
try's farms face either drought or floods. 
Since the Khmer Rouge ouster, farm- 
ing areas have also faced shortages 
of manpower, draught animals and fer- 
tiliser. 

So far, Phnom Penh has moved only 
slowly to introduce socialism in rural 
areas. Farmers are di- 
vided into solidarity 
groups of 10 to 15 
families, but according 
to Song, only 10% of | 
them work collectively. 
However, 70% do some 
jobs together like plow- 
ing fields and trans- 
planting rice seedlings, 
while 20% of the peas- 
ants farm as individuals. 

But farmers are press- 
ed to sell rice to the 
state at chegp prices and 
to pay a rice tax, called a 
"patriotic contribu- 
tion,” to help the gov- 
ernment feed its em- 
ployees and army. In an 
attempt to force farmers 
to sell their rice to the 
state, the government 
has barred private rice 
traders and merchants 
from moving rice across 

| provincial borders. 

However, the government has had 
only limited success in getting control 
of the harvest. Last year, the state 
bought 154,000 tonnes, or just over half 
of its goal of 300,000 tonnes. Farmers 
complain that the government’s price 
of Riels 2.5 per kg is less than it costs 
to produce the-rice and that the state 
has too few goods, such’ as fertiliser, 
cloth and soap, to exchange for their 
products. | г > : 

Cambodia’s industry has been hard- 
er to rebuild than the private markets or 
agriculture. More than half of the fac- 
tories operating in Phnom Penh before 
the Khmer Rouge victory have been 
reopened, but most of them are produce" 
ing at far below capacity, plagued JY a 
shortage of spare parts, chemicals, {kil 
ed workers and electricity cuts. 

EL и Murray Hiebert 
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In Singapore, for instance, 
we built a waste incineration plant 
which also generates electricity 


The waste and refuse produced original volume. At the same time 
on the densely populated island the incineration process is 

of Singapore takes up a lot of harnessed so that the calorjfic 
room which can be better usedin energy contained in the ° 

the creation of jobs, for dwellings combustible waste is efficiently 
or for recreation facilities. converted into electricity - vir- 


Another problem is the country's tually cost-free. Just one example 
rapidly growing energy require- of our environmental engineering 
ments,for which there are nolocal capability. 


Babcock is worth looking into - 
why don't you ask for some more 
detailed information? 


resources of conventional fuel. 


However, the waste incineration 
plants we have developed with 
their roller grate stokers have 


gone a long way to solving both Deutsche Babcock AG 





problems: Waste and refuse are 
converted into ash and scrap with 
hardly more than one tenth the 
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E ver wonder how copper from the 
Philippines finds its way into elec- 
tronic components made in West 
Germany? 

How clothes made in Hong Kong 
wind up in stores in the United States? 

Or how a barrel of crude makes its 
way from an oil field in Indonesia to a 
factory in Japan? 

Chances are good that Japans general 
trading companies — or sogo shosha — are 
behind it 

We're assisting in the movement of 
products from all over Asia — those on 
this page. for example — to markets all 
over the world. And we help to keep 
those products flowing to the consumers 
who depend on them. 

You'll also find us actively involved as 
technical and management consultants, 
and joint venture partners. And parti- 
cipating in the economic growth of Asia 
through various kinds of capital 
investment 

In fact, no matter how you look at it, 
we're helping to bring out the best of Asia 


— for the benefit of all. 
The Sogo shoshi. 
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The utmost 
in security and 
discretion is at your 
disposal when you 
place your deposits worldwide through 
Asian Banking Center. 


We will assign you your very own 
Personal Financial Officer, a skilled 
professional who will handle all your 
transactions and tailor specific financial 
packages according to your needs. 


With Asian Banking Center you 
can enjoy a whole new world of financial 
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opportunities. 

You can place your deposit in any major 
currency — US dollars, Canadian dollars, 
Japanese Yen, Deutschemarks, Sterling 
pounds, Swiss Francs, Australian dollars, 
New Zealand dollars and others. 

Or you can invest in precious metals 
and arrange for credit facilities, foreign 
exchange and remittances to any part of 
the world. 
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The world’s leading bank 
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HONG KONG 





For more information, simpl 
fill in the coupon or attach 
your name card and mail to the 
location of your choice 
(All correspondence will be treated i 





the strictest confidence.) . * 
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The Minolta 7000. : 
The world's best-selling and 
No.1 award-winning autofocus SLR. 


Minolta's Hi-Tech autofocus technology that revolutionized SLR 
photography. Astonishing speed. Brilliant accuracy. Incredible 
ease of operation, even in flash photography. They're all 
convincing reasons why the Minolta 7000 is the number one 
choice worldwide. Isn't it time to take a firsthand look at the 
autofocus SLR that's second to none? 
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If waste and refuse are becoming. 
a problem in your country, 
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pay its own way 
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€ TAIWAN'S business community 
and its educational establishment 
“have long been wise enough to know 
that without communication there can 
be absolutely no international com- 
merce.” 

Thus ran the uncontroversial open- 
ing words of an article in an official 
Taiwan publication, This Month in 
Taiwan, It would appear, however, that 
a similarly unexceptionable piece of 
wisdom is hidden from Taiwan's busi- 
nessmen and educators, for the article 
continued: “Everyone else knows that 
without understanding between differ- 
ent peoples there can be no peace 
either.” But one gets the drift, as one 
{does of the next sentence which admits 
‘that. communication between Taiwan 
and the world "is not as easy as it might 
seem, because too few of its people are 
fluent in a second language and few citi- 
zens of Taiwan's major trading partners 
know any Mandarin." 

So far, so good: but the article goes 
on to praise the work of the Mandarin 
Training Centre (MTC), which is part of 
the Taiwan National University in 
Taipei, in terms which many Americans 
| -and other foreigners would find as ob- 
jectionable as certain Japanese at- 
titudes which have helped bring some 
real racial feeling into contemporary 
trade frictions. 
€ OVER 1,000 foreigners from all over 
the. world are learning Chinese at the 
MTC — nearly half from the US — 
“under extremely generous terms," the 
article states. 1t goes on to add: "When 
they take into account the gigantic fees 
charged by their own state universities 
to our own Taiwan boys and girls, they 
must conclude that they are indeed re- 
ceiving bargain education." Tuition fees 
are US$50 per month, single accommo- 
dation US$45 per month, while plenti- 
ful part-time jobs teaching English can 
earn students up to. US$10 per hour: 


“Another stark contrast with the under- | 


taking required of Chinese students in 
the US thatthey will not seek any form 


of employment to ease their financial 


burden.” 

The article then really gets into its 
culturally chauvinistic stride: “Students 
from the US who have experienced as- 
pects of their country's ‘Asphalt Jungle" 
quickly learn that in Chinese’ higher 
education the teachers are not stabbed, 
pot is not smoked in the rest rooms, and 
the students do not burn the place 
down." The MTC must obviously boast 
not only high academic standards, but 
must. also have made breakthtouglis in 
the speed at which knowledge is trans- 
mitted: “In fact, just about every aspect 
af the Confucian concept of learning i is 
brought into focus on the first day." 



















In fact, the writer has two very nar- | 
ici '* When you lost your неу ошт. and 





visitors quickly learn that a teacher 
16-а venerated person to be respected 
rather than an ‘egg-head’ to be mock- 
ed," he claims, but does not explain 


.how the teachers earn or win such 


veneration from their students within 24 
hours. 

€ SUCH thoughts occurred to Charles 
Stone, who himself studied at MTC for 
over two years under the guidance of 
two excellent teachers. He put his feel- 
ings on paper in a letter to This Month in 
Taiwan, and was hardly surprised when 
it was not printed. On the matter of the 
"exorbitant fees" charged by US univer- 
sities "to Taiwan boys and girls," he 
pointed out that he, as an American, 
had had to pay the same tuition fees 
when he was a student. He asked why 
the Taiwan students have to spend so 
much "when education is so splendid 
and venerated in Taiwan? And why was 
it that over 20,000 boys and girls of 
Taiwan are now studying in the US" — 
where they were presumably learning 
how to mock or knife their teachers, 
how to use recreational drugs and how 
to burn down their colleges? 

Stone added: "The MTC is inexpen- 
sive, though it is more expensive than 
Taiwan's state universities; and it is very 
easy to find a lucrative job teaching 
English, though such employment is of 
course illegal; and the dorms built for 
foreigners are indeed very cheap. 
though the Chinese dorms are naturally 
cheaper." 

As the original article said: “Сот- 
munications between [Taiwan] and 
the world is not as easy as it might 


"seem." p 
.€ SOME of Taiwan's manufacturers 


could well benefit from a course at an 
English-language equivalent of MTC — 
or indeed from the US$10-an-hour ser- 
vices of one of MTC's English-speaking 
students: a small price to pay so that 
their customers would not fall about 
with. laughter. when they read the 
packet or the instructions for use. Take 
the makers of a musical key-ring, pur- 
chased by Ole-Peder Udvang, designed 
to reveal its whereabouts if its owner 
loses it — within a range of 10 m, that 
is: 

' HOW TO USE “ECHO KEY" — A 
FRIEND WHO MAY HELP YOU TO 
FIND THE KEY! 


‘» Have you ever trouble to search lost 


key or any usually use article. Once you 
have this “ECHO KEY” you will never 
lost it again. 

» When you get your “ECHO KEY" 
you must seek the special frequency of 
whistle sound which could be received 
by "ECHO KEY" first. You may whis- 
tle with high-frequency about 1.5 KHZ- 
2.0 KHZ to find the exactly receiving 
frequency of your “ECHO KEY." 


don 





































































anyone on the streets, 
circles emitting high-pite 
you will know that they 
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quency. 


if, as well as savi 
want to make the 
'eapot 
made of "high thickness" 
read the instructions car 
Thank you for you h 
products of our company, 
tion!’ And please care the fo 
cautions in order to keep its d 
ness, 
1. When after used, please to 
in a bottom up position and t 
non-moisture place for dried. 
hot in use, please do not 
water inside all day or do not to« 
when it is empty inside. 3. 
stuck to, dirt, please to use 
der detergent liquid for 
avoidable to use knife. 4. If its 
were changed to black brown col 
would be concerned to the water's 
ity as aluminum surface acidifi 
naturally forms this color 
abosolutely security for hum 
health, please feel free fo use i 
All'of which i is reasonably eas 
low, except that I would not.know 
to go about buying à neutral gender 
tergent, 
ө IF things get on top of | yo ‹ 
suffer from any disease known 
— you might try тате 
Royal ну: 








FUNCTIONS OF ROYAL JELLY M 
REGAIN. FUNCTIONS OF EVERY HU 
ORGAN. CURING NEURASTHENIA, SO 
WAIST AND ACHING BACK, IMPOTEN 
ASTHENIC, REDUCING IN NATURAL 
ABILITIES, HIGH BLOOD PRESSURE ANI 
ALL KINDS OF MENOPAUCEÉ: DISEAS: 
OF MEN AND WOMEN. RECOVER YO! 
EYESIGHT, CURE CANCER, SORE. THR 
DIABETES AND CONSTIPATION: ELIMI 
BLACK SPOTS AND WRINKLES 
APPETITE; HELP SLEEPING WEL 
TIME TAKING IT WILL REGAIN YO 
SIGHT, HAVE YOUR PERMANENT 
PRESERVED. FOREV@R ANO. LE 
YOUR LIFE. * o 
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ARTS & SOCIETY 


By Linda Jaivin in Peking 
he writer Liu Binyan told a rather 
chilling and, as it turned out, 
prophetic anecdote to an international 


conference on Chinese literature in 


Shanghai last November. А certain 
“comrade,” he said, had likened the at- 
mosphere in China’s cultural circles last 

ear to that on the eve of the anti-right- 
ist campaign of 1957. Liu, a controver- 
sial writer who, nonetheless, had a 
reputation for being a loyal member of 
the communist party and is vice-chair- 
man of the national Writers’ Associa- 
tion, had been a prominent victim of 
that earlier campaign. It cannot have 
been but chilling for Liu to have been 
told by this comrade: “Don’t force us to 
do it again.” 

Before three months had passed, Liu 
had become one of the most prominent 
victims of the campaign against 
bourgeois liberalisation. He had be- 
come such a persona non grata that an 
article in the February edition of the of- 
ficially published China Reconstructs 


' which was originally intended mainly as 


an interview with Liu appeared with 
him written out of the text entirely. The 
literary monthly People’s Literature, 
meanwhile, was forced to cancel publi- 
cation of a survey of their readers’ fa- 
vourite stories because one of Liu’s had 
made the top five. War had been de- 
clared on bourgeois liberalism, and 
while few people could say for certain 
what that actually was, the harshest po- 
litical crackdown since Deng Xiaoping 















































INTELLECTUALS 








Lingering gusts of that 
‘evil’ vapour from the West 


consolidated his position as China’s top 
leader in the late 1970s was launched on 
the nation’s cultural scene. 

Certainly, there is food for thought 
in the fact that the latest wave of intel- 
lectual bondage and discipline coincides 
with the 30th anniversary of the repres- 
sions in 1957. Deng, as party general 
secretary at the time, ran the earlier 
campaign for Mao Zedong. Now, it is 
Deng who is at the helm. Although he 
authorised the rehabilition of most of 
the victims of the anti-rightist cam- 
paign of 1957, significantly he has never 
permitted an official repudiation of the 
campaign itself. (It is widely believed 
that one of Liu’s major crimes in the 
view of Deng, who personally ordered 
his expulsion from the party, was the 
former's intention to organise a confer- 
ence to analyse the events of 1957.) 

The nationwide student demonstra- 
tions of late December, the sudden dis- 
missal of Hu Yaobang as general secre- 
tary in mid-January and the expulsion 
of Liu, along with fellow writer Wang 
Ruowang and astrophysicist Fang 
Lizhi, from the party have lent the cur- 
rent clampdown an undeniable aura 
of drama and immediacy. Yet, just as 
the 1957 campaign was essentially a 
response to what Mao perceived as 
the excessively free debate spawned 
by the “Hundred Flowers" move- 
ment of the year before, so the anti- 
bourgeois liberalisation drive is rooted 
in high-level dissatisfaction with the 








open atmosphere of the past year or two. 

Last July, Wang Meng, novelist and 
minister of culture, commented that 
Chinese cultural officials should not act 
according to "dogma and hearsay.” 
Also typical was the statement made 
around the same time by Zhu Houze, 
then head of the Central Committee's 
Propaganda Department that it was in 
the national interest to “be tolerant of 
different views and to be generous to- 
wards those who hold them." 

However, the writing was already on 
the wall. Some observers saw trouble 
ahead as early as August. By then, party 
ideologues had already set up a "writing 
group" to produce articles attacking 
those they considered to be dangerously 
liberal thinkers. One of their intended 
targets was the novelist Liu Xinwu, who 
had privately confided to friends that he 
expected some kind of major 
crackdown by winter and predicted that 
he would be one of its victims. 


S ure enough, Liu Xinwu was dismiss- 
ed from his post as chief editor of Peo- 
ple's Literature in February. The official 
reason given was that he had published 
a story which “hurt the feelings of the 
Tibetan compatriots," a fairly unusual 
concern for the party leadership. The 
magazine had published a story by a 
young Han Chinese, Ma Jian, which de- 
scribed in a style worthy of a trashy soft- 
rn novel such Tibetan customs as sky 
urial and Tantric sexual rituals. Liu, 
however, apparently had not been di- 
rectly responsible for the Story's selec- 
tion. So despite his premonitions of 
trouble his dismissal on these grounds 
came as a great shock. He reportedly 
wept when called to a meeting to ac- 
count for his errors. 
For others, the expectation of trou- 





By Louise do Rosario 


lready, Hu Yaobang's time in power 

has taken on the tinge of the good 

old days, remembered with fondness as 

a relatively free period for intellectual 

and artistic creation. Of course, Hu, a 

communist since he was 14 who rose to 

head the party before he was toppled in 
January, was no liberal. 

Over the years as communist party 


general secretary he delivered some of 


the most conservative speeches on 
ideological discipline. He has spoken 
against bourgeois liberalism and was 
convinced that writers have the obliga- 
tion to support and propagate party 
policies. He has openly criticised liter- 
ary works for exposing socialist ills and 
laid down very specific rules on what 
writers can write about. Yet, in the 


Hu and the good old days 





upper-ranks roster, Hu was less dogma- 
tic, less of an ideologue and more toler- 
ant of slight deviations from communist 
orthodoxy than the rest. 

Hu pursued a relatively more liberal 
line on intellectual creation as part of his 
ideological tussle with such conserva- 
tive ideologues Hu Qiaomu and Deng 
Liqun. The reformers' line on intellec- 
tuals, which Hu represents, is that they 
should be given a little more freedom to 
enable them to contribute to the reform 
programme. 

Another reason for Hu's relatively lib- 
eral disposition is his personality. Hong- 
kong's China-watchi , 
dispensers of detailed gossip aboyt 
China's political figures, are full of fit- 


bits of how Comrade Hu came to the pros 
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ble for writers and artists had actually 
come much earlier. A (possibly apo- 
cryphal) story widely circulated in cul- 
tural circles claims that shortly after 
Deng called for an end to the drive 
against spiritual pollution which he had 
initiated in 1983, he instructed then 
party propaganda chief Deng Liqun 
that there was to be a wait of three years 
before the next campaign. Time's up. 
Officially speaking, of course, there 
are no campaigns in Deng's China. One 
of Mao's legacies has been to leave the 
Chinese word for campaign, yundong, 
with a sour odour redolent of blood and 
hysteria. But cycles of repression and 
relief seem [р be built into the nature of 
the system itself. Mao may have swung 
violently from Right to Left; Deng 
seems to be in constant gyration. On the 
one hand, he has consistently declared 
that the party must not interfere with 
China's cultural life. In early 1985 he 
even allowed an official promise of crea- 





tection of well-known intellectuals. He 
is portrayed as an unusual Chinese 
leader, willing to accept criticism and 
someone who does not mind being con- 
fronted by reasonable arguments. Al- 
though not an intellectual (he had little 
formal education), Hu is more suppor- 
tive of and amicable towards intellectuals 
than other Chinese communist leaders. 


W hen attached to the Chinese Aca- 
demy of Science in 1975, he tried to 
raise the long-frozen pay of its intellec- 
tuals. While working as the chief of the 
party organisational section, he was in 
frequent contact with intellectuals and 
helped many of them in their efforts to 
be rehabilitated. Since then, he has 
been a prime mover in getting improve- 
у cus in working conditions of intellec- 
Is. 
« On issues of Marxist theory, Hu has 
*faled for a more flexible interpretation, 
‘thus paving the way for greater 
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tive freedom to be given to writers. On 
the other, he has never revoked Mao's 
dictum that art must serve socialism. 
There are times when art must serve it a 
little more enthusiastically than others. 


Exe however, would hardly 
seem to be the right word to describe 
how the country's politics-weary intel- 
lectuals are greeting the command to 
join in the struggle against bourgeois 
liberalisation. Generally, the mood 
seems to be one of passive resistance. 
Few well-known young or middle-age 
writers have spoken out against 
"bourglib," as the campaign is now com- 
monly known. Even many older writers, 
who in 1983 urged their colleagues to ac- 
tively combat spiritual pollution are 
keeping quiet. 

Efforts to get fellow writers to join 
the party in condemning Liu and Wang 
also have been spectacularly unsuccess- 
ful to date. Even the especially large 





payments and the promise of com- 
plete anonymity reportedly offered to 
anyone willing to pen attacks on 
these disgraced colleagues have failed 
to attract more than a handful of 
people. 

Some resistance, however, has been 
quite active. The January issue of the 
Literary Gazette was originally to have 
featured an article by Liu. The editors 
did not remove the article's listing 
from the table of contents, though 
they physically tore it out of all the 
copies, which were then normally distri- 
buted. The journal is published under 
the auspices of the Academy of Social 
Sciences. 

Hu Sheng, the head of the academy, 
was regórédiy infuriated by this action, 
likening it to the practice of *opening 
sky windows" — making it obvious that 
an act of censorship had taken place — 
the tactic used by the communists to em- 
barrass the Kuomintang before 1949, 





academic freedom. “Marxism is a de- 
veloping science" and “. . . does not em- 
brace all the truths in the course of 
human history," he said. Other liberal 
party statements, such as the one made 
by politburo member Hu Qili in De- 
cember 1984, that writers should have 
the freedom to create and last year's 
short-lived debate on press reforms, 
also would not have been possible with- 
out Hu's approval. 

In the twists and turns of party con- 
trol over intellectual freedom since 1978, 
Hu appears to have been an important 
factor helping to blunt anti-intellectual 
leftist drives before they developed 
into full-scale political campaigns. In 
1983, Hu reportedly threatened to re- 
sign in order to restrain the campaign 
against spiritual pollution. According to 
one widely circulated story, Hu vowed 
that, as long as he lived, he would not 
allow the campaign to be repeated. 

All of this liberal behaviour is of 


course intertwined closely with the posi- 
tion Hu has taken in factional party 
struggles. In a speech delivered jystfour 
months before the current litical 
chill, writer Liu Binyan recalled how Hu 
in 1958 supported intellectuals who had 
been purged as rightists. *He then left 
a deep impression on me. He asked 
[purged intellectuals] not to despair and 
said that they can still make great con- 
tributions in the future. He said the 
same thing to me and I felt greatly en- 
couraged,” Liu said. 

It is a traditional urge of Chinese 
intellectuals always to see an enlight- 
ened leader on top who understands 
and appreciates their plight. Hence, it 
is with a similar kind of sentimentality 
that intellectuals now have come to 
sympathise with his abrupt downfall. 
Like the intellectuals he tried to pre 
tect in connection with his own politi- 
cal power struggles, Hu ‘has become a 
victim. ч п 

* 





| Hu reportedly demanded that the 
| editors make up for this incident by run- 
| ning an article critical of Liu in another 

issue. They told him that if he insisted, 
| they would resign en masse. The pro- 

_ | vocative action was successful; it was 

| also an extraordinary and courageous 
move. 

“ Ningxia-based writer Zhang Xian- 
| liang, though, has acted differently. 
| Zhang rocketed to international fame 
| two years ago when his novelette Half of. 

Man is Woman, which described in 
rather heavy, Soviet-style prose prob- 
| lems of sexual expression. 

In the first week of April, Zhang 
| prudently added his voice to the thin 
| chorus of support for the campaign, say- 
| ing (with prope unconscious irony) 
| that it would help make Chinese writers 
| “more perceptive of reality." 
| . One middle-aged writer in Peking li- 
| kens the position of intellectuals to that 

—| of women in traditional Chinese socie- 
| чу. Widows who had affairs or even ге- 
| married were frowned upon; a chaste 
| widow, however, could hope to have an 
| arch erected in her honour. “If you can 
| give up the desire for arches,” he said, 
| “then you can at least be free in spirit." 

і There also seems to be а general per- 

| ception that while the cultural world 

| may be suffering most from the latest 
| ideological whip-cracking, writers and 

"artists are essentially incidental victims 
| of a much larger power struggle. Since 
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_ | By Robert Delfs in Peking 

Оз» a few months ago — before the 
i downfall of party general secret- 
_ ary Hu Yaobang in January and the 

launching of a new campaign against 
| bourgeois liberalisation — even the 
-| most cynical of critics found it difficult 
| to deny that genuine relaxation of 
| ideologica] control over art and litera- 
| ture was taking place in China. 

| The prohibitions of more than three 
| decades seemed to melt as writers, 

dramatists and filmmakers took on such 
-| subjects as village sexual mores, the ar- 
4 rogance of factory ur leaders (por- 
| 


m 
| 


trayed in the films Wild Mountains and 
The Black Cannon Incident), the re- 
lationship between political authority 
and individual freedom and the experi- 
ence of youth during the Cultural Rev- 
olution (the plays Rubik's Cube and 
WM). 


Popular literature literally exploded 

-| as countless new magazines appeared; 
many were offshoots of staid and tradi- 
fional publishing houses. Serious novel- 
ists and poets, suchas Bei Dao (Waves), 

~| Dai Houying (Hymgnity) and Zhang 
| Xianliang (Half of Man is Woman) to 


they have no control over the outcome 
of the struggle, they prefer to remain 
uninvolved. 

The real activists in this senpa 
are people like Xu Weicheng, who 
served under Jiang Qing in the Cultural 
Revolution and is now a member of the 
Peking municipal party secretariat. 
Politburo member and orthodox Marx- 
ist theoretician Hu Qiaomu and Deng 
Liqun of the central party secretariat 
have also shown remarkable energy for 
men of their age (75 and 71) in recent 
months. Yet even Hu and Deng have 
demonstrated that they are aware of the 
resistance to the campaign among cul- 
tural circles. 


hus, when certain leaders of the 

Writers’ Association proposed that 
Liu be stripped not only of his post of 
association vice-president but also of 
association membership, He Jingzhi, 
deputy head of the party's propaganda 
department stepped in. He said that Liu 
could be removed from his post at the 
next election, but that he ought to re- 
main in the association. Deng Liqun, al- 
ways a great advocate of socialist-style 
humanism, reportedly agreed, com- 
menting that there was no need to 
"throw stones at someone who has al- 
ready fallen into a well." 

Xu — who, incidentally, was largely 
responsible for the Cultural Revolu- 
tion-style rhetoric in the Peking Daily in 


Stop the presses, make 
| way for the latest party line 


name only a few, though writing for re- 
latively small audiences, continued to 
work. 

Now all that has changed. Although 
theoretically confined to party members 
and questions of basic political princi- 
ple, the campaign against bourgeois 
liberalisation has extended beyond 
these limits to restore tight political con- 
trol over publications and media. At the 
same time, articles on literature and art 
now consistently stress the primacy of 
Marxism and the four basic principles 
(upholding party leadership, Marxism- 
Leninism-Mao Zedong thought, the 
people's democratic dictatorship and 
socialism). 

This crackdown differs from previ- 
ous periodic chills in China's zig-zagging 
literary policy, such as the attack on Bai 
Hua's stage play Unrequited Love in 
1981 or the abortive campaign against 
ene pollution in 1983, which until 
this year marked the high water 
marks of party hardliners’ influence in 
literary and cultural affairs since the late 
1970s. 

Although a number of magazines 


January which so inflamed students in 
the capital that they set aflame a pile of 
newspapers themselves — has, mean- 
while, met with a number of Liu's col- 
leagues in a quiet effort to explain to 
them why Liu has been so ill-treated by 
the party to which he had reputably al- 
ways been so loyal. 

Like spiritual pollution, bourgeois 
liberalisation is at best vaguely defined 
as a kind of evil vapour believed to ema- 
nate from the Western world. Yet many 
of the people who were prime targets of 
the 1983 drive against spiritual pollu- 
tion, like young poets Bei Dao and 
Yang Lian, have apparently been left 
alone this time. Some observers had ex- 
pressed concern that Bei, who last year 
resigned from the Writers’ Association 
in protest over the closing of the relative- 
ly liberal literary monthly Zhongguo, 
would come under criticism. 

Several young writers and artists are 
rumoured to have been refused permis- 
sion to travel abroad in recent months. 
Bei, however, managedto leave for Eng- 
land in late March for a year’s study at 
Durham University. And despite 


Deng Liqun: socialist-style humanism. M 
se 

were shut down or reorganised in 1983, 
those episodes mainly focused on criti- 
cism of individual works and authors. 
The rapid expansion of publications 
during this period diluted the effects of 
the campaign, which many writers and 
publishers Du e ignored. More impor- 
tantly, the ad hominen attacks on indi- 
vidual writers recalled the leftist prac- 
tices of the Cultural Revolution and the 
reign of the Gang of Four, making mar- 
tyr-figures of targets and attracting the 
sympathy of both Chinese intellectuals 
and the international news media. 

This facilitated the counter-reaction 
against Marxist hardliners and the ca 
paign against spiritual pollution ai 
quickly curbed. A year later, wh 
Deng Liqun (then head of the party, 
propaganda department and one of the* 
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rumours that the outspoken veteran 
playwright and composer of traditional 
opera, Wu Zuguang, has been named as 
a troublemaker in a recent major party 
document, Wu appeared relaxed and 
jovial at a concert given by his daughter, 
a singer, on 4 April. 

Wang Meng, meanwhile, recently 
met with the heads of the major theatre 
pue to reiterate that the party's po- 
icy towards intellectuals remains un- 
changed. “Let us prove this by our own 
actions," he urged them. Presumably, 
similar assurances have been given in 
other cultural fields. 


t the same time, however. the party 

is moving to strengthen its control 
over the cultural world. The associa- 
tions for dramatists, artists, writers and 
other “art and literary workers" were 
informed on 6 March that in accordance 
with an announcement by He on 18 Feb- 
ruary, they would be reorganised di- 
rectly under the control of the party 
propaganda department. Each associa- 
tion is to appoint a provisional party 
committee of three to five people, 


which, subject to endorsement by the 
propaganda department, will manage 
all of the association's affairs. 

A number of books have been ban- 
ned over the past several months as 
well. These include such wildly diverse 
works as Taiwan essayist Bo Yang's 
The Ugly Chinaman, Hongkong-born 
academic Sun Longji's The Deep Struc- 
ture of Chinese Culture (REVIEW, 23 
Apr.), Lady Chatterley's Lover, the col- 
lected essays of Zhou Zuoren (the 
brother of writer Lu Xun), a re-evalua- 
tion of the 19th-century Taiping Rebel- 
lion, and the writings of Freud and 
Nietsche. Also, the Cultural Revolution 
and the anti-rightist campaign are consi- 
dered taboo topics. Among projects re- 
cently shelved was the compilation of a 
dictionary of Cultural Revolution terms 
by a Shanghai publishing house. 

Proscription of books (like plays and 
films) is a way of life in China. But in 
this case the party's cultural overseers 
are also moving to replace the more lib- 
eral editors and administrators in the 
cultural field with politically more reli- 
able counterparts. Among media and 


Peking newspaper seller: direct control by the party. 


key figures behind the campaign against 
spiritual pollution) and party ideologist 

u Oiaomu organised a party forum to 
oppose rightism in the field of art and 
literature, Deng Xiaoping and Hu re- 
portedly intervened, changing the 
forum's agenda to fighting against left- 
ism. In mid-1985 Deng Liqun was re- 
placed as head of the propaganda de- 
partment b$ Zhu Houze. 


hu presided over the extensive re- 

laxation of controls over literature 
and media policy culminating in the re- 
vival of the "Double Hundred" policy 
(* a hundred flowers bloom and a 
hundred schools of thought contend") 
18% year. But in February, in the wake 
of Hus forced retirement, he too was 
replaced by Wang Renzhi, the former 





deputy editor-in-chief of the party jour- 
nal Red Flag (Hongqi). 

In the new campaign against 
bourgeois liberalisation, ^ cultural 
hardliners have initiated a thorough 
sweep and reorganisation of publica- 
tions, using the party apparatus to assert 
direct control at every newspaper and at 
TV and radio broadcasting stations. 

The plan for new controls on pub- 
lishing were conveyed at a six-day na- 
tional meeting of directors of party 
propaganda departments in March. The 
new propaganda chief, Wang, addressed 
the opening session, and Premier Zhao 
Ziyang spoke at the penultimate ses- 
sion. Also attending were Deng Liqun. 
Hu Qiaomu, and Party Secretariat 
member Hu Qili, as well as the Military 
Commission secretary-general Yang 





publishing organs currently undergoing 
investigation and/or reorganisation are 
publishing houses in Hunan and 
Guangdong provinces,  Shanghai's 
lively World Economic Herald and the 
Peking-based China Art News, for years 
one of the nation's most innovative and 
well-edited cultural journals. 

It is impossible to predict the direct 
effect of these changes. Over the past 
five years or so, the Chinese cultural 
scene has grown so complex that it is dif- 
ficult to imagine any reversion to the 
kind of management exercised during 
the Cultural Revolution when the Gang 
of Four leaders personally supervised 
all cultural activity — today it would be 
a hopeless undertaking on practical 
grounds alone. Certainly, much will de- 
pend on what —n at the party's 
13th congress, scheduled for autumn, as 
well as to what extent ideologues like 
Deng Liqun are able to expand their 
own power over the coming months. 


Premier Zhao Ziyang has promised | 


that the current campaign will not affect 


non-party members. He and other lead- | 
ers have also stressed that the party's ' 


pou of respecting intellectuals and al- 
owing a high degree of academic and 
creative freedom is still in force. It 
would appear, however, that many writ- 
ers and artists remain somewhat cyni- 
cal. In accordance with party policy, 
they will in this matter as in others, seek 
truth from facts. п 





Shangkun and deputy secretary-gen- 
eral Yu Qiuli. 

Local officials who attended the 
meeting then relayed the contents to 
local party committees. In Guangxi, re- 
gional propaganda chief Hou Depeng 
conveyed the content of the meeting 
and the spirit of the speeches by Zhao 
and other national leaders at a regional 
party committee meeting on 27 March. 

“From now on,” Hou announced, 
“all newspapers and periodicals must be 
strictly kept under the leadership and 
management of party and government 
organisations," according to a® local 
radio report on 28 March. “Віну com- 
mittees at all levels must act in accord- 
ance with the central authorities’ de- 
mand that the media front rest firmly in 
the hands of the party, and . . . Con- 
scientiously promote the work of con- 


solidating апа reorganising news- 
papers, periodicals and publishing 
units. " 


A few days later, the Guangxi re- 
gional party committee suspended pub- 
lication of all the 39 literature and art 
journals in the region for straightening 
out and re-registration. “From the day 
of this notice, the printing presses must 
stop immediately and can only resume 


after new licences are issued," the circus 


lar said. Sales of back issues were also 
banned. S: "ye 

In Hunan, the*pasty group of the 
provincial,federation of literary and art 











les held a seven-day study meeting | 
all. party-member: writers and re- 
nsible cadres in late March: Shortly 
rds, the provincial writers’ as- 
n held a forum of writers, com- 
atators and editors that was not li- 
ed to party members, to discuss the 
blems of "strengthening the party's 
dership over literature and art and 

































rmists were more measured in 
sponse. In Shaanxi, party secret- 
lai Jinian addressed a meeting of 
ncial propaganda department di- 
rs on 6 April, stressing that the 
ggle against bourgeois liberalisation 
carried out in a "resolute, healthy 
[sustained way." 
"By healthy," Bai explained, "we 
an acting strictly according to the 
amework, focal points and policy de- 
'cation lines laid down in the central 
ments. We certainly must not try to 
different and go our own way. We 
not repeat the historical mistake of 
‘leftism to oppose rightism, waging 
age struggle, dealing merciless blows 






. >. And putting everyone through an | 


ordeak” 5 y * 
The 4th congress of the Chinese 
Writers’ Association (CWA), held from 
December 1984-January 1985, marked 
the high tide of relaxation. Neither Deng 
Liqun nor Hu Qiaomu attended. Hu 
Qili delivered a speech on behalf of the 
Central Committee and the Party Sec- 
retariat at the meeting, declaring that 





"there must be freedom of literary and 
artistic creation" and "our party, gov- 
ernment, literature and art bodies and 
even our entire society all must firmly 
ensure this freedom of our writers." 


Ts meeting has now come under di- 
rect attack. “After the 4th congress 
of the CWA, some people talked glibly 
about the unrestricted freedom of crea- 
tion, press, publication, speech, per- 
formance, acting and.so on, with the 
aim of shaking off party leadership,” ac- 
cording to Lin Mohan, a former vice- 
minister of culture, writing in the Peo- 
ple’s Daily on 14 April. 

Among the recent problems in litera- 
ture and art, Lin says, are those "ad- 





vocating unrestricted, absolute freedom 








and rejecting party leadership, advocat- 


ing the separation of literature and art 
from. politics; and negating the educa- 
tional role and social effects of art litera- 
ture and art by saying that ‘literature is 
literature’ .~ 

“In recent years Marxism’s guiding 
role has been increasingly doubted and 
censured, and we are compelled [as 
Marx put it] to ‘come back to the appa- 
rently accomplished and begin afresh’ in 
order to restore the guiding role of Marx- 
ism in. literature and art," wrote Li 
Zhun, a propaganda department offi- 
cial (using thé pseudonym Fang Lin) in 
the Guangming Daily on 15 March. 

Li acknowledges it is more difficult 
for Marxism to fulfil its overall guiding 
role today, compared. to the Yan'an 
period or the early yeats of the people's 
republic. Under the guidance of Marx- 
ism, "it is even: beneficial to absorb 
some useful particles from the ideologi- 
cal modernism of the West, because this 
will enable Marxism to defeat their chal- 
lenge more convincingly." 

“China is a planned socialist socie- 
ty," Li told the REVIEW. "I personally 
believe that not just material produc- 
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me esides having one of the most origi- 
ыў nal and apposite titles for a book 
t Japan, Flexible rigidities is ex- 
ely timely. Ronald Dore bears 
n incisively on the contentious issue 
‘industrial policy, cutting clean 
‘ough the thickets of controversy that 
€ accumulated around the subject 
ently and freeing it from the partisan 


ght, ^". 
The. book explores how in the 1970s 
japanese were able to ride the in- 
ases in oil prices, greatly reduce in- 
on, and restructure their economy 
t of declining industries into competi- 
ones. In Dore's view the Japanese 
| this by tolerating oligopolies, ten- 
d job security, union monopolies 
d а measure of state intervention in 
"economy. These are the very 
igidities which President Reagan and 
Prime Minister Margaret Thatcher, the 
host passionate proponents of neo- 
beralism and the sacrosanctity of the 
market as the most efficient allocator of 
pesources, have denounced. 
The Japanese path was different be- 
cause of their belief in “organised 
apitalism." Dome thus comes down 
rmly and persuasively. agaipist those 


















































tórtlons of ideologues of the Left and ' 


ble rigidities: industrial policy and structural adjustment in the Japanese 
omy 1970-80 by Ronald Dore. The Athlone Press, London. £25 (US$40.85). 


who assert that the Japanese economy is 
converging in nature and practice with 
those of the West, a view expressed at 
its most vulgar in the writings of Kenichi 
Ohmae (REVIEW, 29 Aug. '85). Не 
also shrewdly acknowledges that con- 
vergence in world outlook is just as un- 
likely as convergence in economic mat- 
ters regardless, one might add, of the 
strange proclivity of some Western 
policymakers to classify Japan as a 
Western nation in relation to global 
security questions. 

The book is divided into three parts. 
The first gives an overview of the econ- 
omy and maps out the changes that oc- 
curred during the 1970s. The second 
examines the "adjustment behaviour" 
of companies, workers, unions and gov- 
ernment, and the third provides a fas- 
cinating case study of adjustment in a 
declining industry, textiles, the ar- 
chetypal sunset industry. 

Dore presents a very succinct ac- 
count of the economy, but with plenty 
of.fresh insight, drawing attention to 
such familiar phenomena as the shaping 
of the consensus on economic policy be- 
tween the organised interests of govern- 
ment, bureaucracy and zaikai (business 














-circles); the high level of savings and its 


obverse, and the high level of invest- 
ment and the coexistence of exten- 
sive family-enterprise employment 
alongside the major world-famous cor- 
porations and. their life-time employ- 
ment. Dore emphasises that regardless 
of the admiration from overseas which 
the economy ‘has. attracted in recent 
years, it still has plenty of carry-overs 
from Japan's immediate past as an 


underdeveloped country. 
Dore makes a number of important 
conclusions „about. the structural 


changes — and he is very precise in his 
definition and usage of the term "struc- 
ture" — that occurred during the 1970s. 
First, спапреѕ in manufacturing industry 
were only partly the result of deliberate 
structural adjustment based on the 
broad consensus that Japan should wind 
down. the labour-intensive and pollu- 
tion-prone industries associated with 
the first wave of industrialisation and 
move into knowledge-intensive ones, 





T changes also were the result of 
purely business decisions by compa- 
nies assessing where likely future profits 
would lie and gearing their investment 
accordingly. And with fixed capital in- 
vestment by firms running at 15-17% of 
gross domestic product, it is not surpris- 
ing that change came fast. Dore's di 
cussion merits close scrutiny by thos 


tion but also spiritual [cultural] produc- 
tion should be subject to unified overall 
planning and organisation.” 

It is not necessary that all literature 
and art workers become Marxists, nor 
that all works of literature and art be 
fully socialist and conform with Marxist 
viewpoints, Li says. But “we should re- 
solutely oppose those who not only fail 
to practise Marxism, but also openly op- 
pose the idea of taking Marxism as the 
overall guide for our art and literature 
and the socialist road. This is because 
they will create confusion in the litera- 
ture and art field.” 


Te reason for the spread of bour- 
geois liberalisation in recent years, 
Li says, is that responsible persons in 
departments in charge of ideological and 
newspaper commentary work created 
obstacles to Marxist propaganda, pro- 
viding space and platforms for those 
whose views ridiculed, vilified and ne- 
gated Marxism. “Only by completely 
changing this situation can we ensure 
genuine academic freedom for Marx- 
ists.” 

The idea that Marxist criticism has 





been suppressed in the period following 
Deng Liqun’s dismissal as party prop- 
aganda chief is a frequent refrain. “You 
could get articles published in Hongqi 
or Guangming Daily," one Marxist cri- 
tic said, "but the specialist literary jour- 
nals would not publish articles with a 
different point of view." 

“The past situation, in which articles 
upholding Marxist viewpoints were sup- 
pressed and could not be published, 
while essays propagating erroneous 
views circulated freely was extremely 
abnormal, and violated the party's 
"Double Hundred' policy," concluded a 
joint meeting of the editorial boards of 
Hongqi, Guangming Daily and Litera- 
ture and Art Theory and Criticism 
(LATC) held in Hebei from 6-12 
April, 

These publications have been the 
centre of the reaction against last year’s 
relaxation of literary controls. “We 
admit that some comrades have a mis- 
understanding about the criticism of 
bourgeois liberalisation,” according to a 
collective article by the LATC editorial 
department published in the Guang- 
ming Daily on 13 February. 





hand of the Ministry of 

International Trade and 

Industry (Miti). 
Secondly, on the con- 


troversial problem of ex- 
ports, Dore shows that 
“Japan had to double its 
exports in real terms be- 
tween 1973 and 1982 in 
order — because of the re- 
lative price changes — to 
import 7% more in real 
terms." Thirdly, and close- 
ly related, structural 
change did not benefit 
Asian newly industrialised 
countries, or the Japanese 
consumer for that matter, 
by providing greater mar- 
ket access to cheaper manu- 
factures. Indeed, Japan 
did rather well in terms of < 
itsown production and em- 
ployment out of exporting 
capital goods to those very 
countries. So much for the 
theory of Japan asa regional locomotive. 

Fourthly, and this has added rele- 
vance in light of the yen's dramatic ap- 
preciation, small firms contributed 
more value-added products in those sec- 
tors which are not export dependent, 
though from the data presented, it 
seems many are operating in sectors 
which, on the face of it, are vulnerable 
to foreign competition. 

In the 1970s, many firms in industries 
seb as textiles and shipbuilding with a 
none-too-bright future made successful 
tBasitions, often diversifying into а new 
line *of business. Here the prevailing 
business climate, charged by a strong 








"Whenever erroneous ideological 
trends are under criticism, they say 
‘here comes the big stick,’ ‘a Left turn is 
in progress,’ ‘a cold front has come,’ or 
‘literature and art circles will be the 
target again’. . . and a few even draw 
support from Hongkong, Macau, and 
Western bourgeois media to suppress 
justified criticism,” the article said. 

“Now we are opposing bourgeois 
liberalisation and correcting the orien- 
tation of our press circles so that normal 
participants of contention can speak out 
freely," the Hongqi commentator said 
on 13 March. “Regarding academic, liter- 
ary and art issues, some people will be 
criticised by name. When they give out 
something, they might receive. some 
other things in return." 

Marxist critics deny that this is à 
change of policy. “The ‘Double 
Hundred’ policy is not an end, but a 
means for attaining the end of develop- 
ing socialist science and culture,” the 
Hongqi commentator said. “We should 
not let views that oppose the four basic 
principles and spiritual pollution spread 
unchecked under the camouflage of the 
‘Double Hundred’ policy.” п 








front of international com- 
petitiveness. 

Companies could only 
realise such restructuring 
goals if they were able to 
carry their workforce and 
the unions with them, and 
Dore provides a sober dis- 
cussion of the flexibility of 
the employment system, 
including the lifetime sec- 
tor, which allows for cuts 
in recruitment, reassign- 
ment, temporary layoffs, 
and requests for voluntary 
retirement. These mea- 
sures are usually, but not 
always, discussed with the 
unions before implemen- 
tation, and they are not 
achieved without breaking 
eggs. D 
The process of adjust- 
ment was smoothed by 
government measures 





feeling of confidence after 20 years of 
exceptional post-war growth, was 
highly conducive to change. 


hroughout, Dore emphasises the im- 

portance of trust and obligation in 
Japanese society and the repercussions 
this has for the way companies organise 
and manage themselves and the way 
they deal with other companies, par- 
ticularly sub-contractors. Contrary to 
the prejudices of market zealots, such 
intra-firm relationships can be positive, 
especially when they stress product in- 
novation and quality, both of which 
have helped project Japan to the fore- 


specifically designed to 
cope with such transformation. In the 
background lies industrial policy, which 
Dore describes as a means to help chart 
the overall direction of the economy 
around which a consensus can develop. 
Industrial policy, then, promotes prom- 
ising new industries, especially by coor- 
dinating the research efforts of private 
industry, while helping to remedy the 
problems of declining industries. 

The precise contribution of indus- 
trial policy to increasing overall соте 
petitiveness is difficult to gauge, but it 
does not consist of mere tools which 
magically produc@ results. What is 
more, it edepends on attitudes con- 































































ditioned by the greater industrial and 
cultural setting, which, it should be 
| stressed, owes nothing to supposed Ja- 
-| panese uniqueness. 
| The final section shows why the Ja- 
panese textile industry has survived 
with remarkably little import penetra- 
tion, while in the West the умот has 
had to seek refuge in the Multi-Fibre 
Agreement to prevent devastation of 
the industry. Flexible rigidities is a 
model of its kind, informative. and | 
analytical yet sprinkled with details 
about the lives of the people involved, 
their hopes and fears, and their conflict- 
ing views about what should be done 
- and what the future holds. All of which 
| gives the flavour of a living society and 
| of the people the politicians cannot ig- 





Ч Е rigidities presents а fascinat- 
[ ing and carefully wrought picture of 
| an economic system that serves Japan 
| well. But it is a system with its weakness- 
| es, some of them quite considerable es- 
| pecially now that у же is facing strong 
| pressure to import more manufactured 
| goods, and the yen's appreciation 
| makes it more attractive for bigger com- 
| panies to think about using foreign com- 
| ponents, even to consider moving 
| offshore. Relational contracting is all 
| very well, but it inhibits domestic com- 
tition, which is not so pervasive in 
Japan as some commentators like to 
make out, and it cuts out foreign 
| suppliers even if they are competi- 
| tive. 
t Regardless of Confucian legacies, 
| such cozy, familiar relationships cannot 
| survive if factors other than temporary 
| market conditions come into play and 
make comparable foreign products 
more attractive to the hard-nosed men 
making "arde business decisions. And 
one such factor, more important than 
foreign criticism about closed markets 
_ and non-tariff barriers, is already here: 
the yen's appreciation, which will pro- 
vide plenty of scope over the next few 
| years to test just how flexible the 
| rigidities are. 

| Dore ftar one is under no illusion that 
—] the Japanese tune will always remain 
_ the same. It could change. Japan might 
respond to a differing world economy 
with its own rush to protectionism and a 
siege economy. Historically, the Japan- 
ese economy has not been export de- 
pendent, and the fatalistic endurance of 
| the Japanese in the face of exorbitant 
consumer prices and primitive living 
conditions shows no sign at all of being 
anything like exhausted, not even 
mildly fatigued. 

Dore has written a first-class book, 
rigorous, fluent and witty, which easil 
takes its place among a very small 
guber of books in recent years which 

ave added substantially to our knowl- 
p| edge of the workmgs of the Japanese 
economy. This i& absolutely required 
reading. — Derek Massarella 





HUMAN RIGHTS 


(US$7.04). 


here are thousands of books in Ja- 

panese, and dozens in English, 
about human rights in Japan. Most of 
them discuss rights in the context of so- 
oe discrimination or political censor- 
ship. 

This book’s 120 pages cover 64 sub- 
jects in 11 chapters: general observa- 
tions; the civil liberties commissioners; 
disadvantaged groups; the position of 
women; science, technology and human 
rights; bench and bar; education for 
human rights; politics and human 
rights; social aspects; specific human- 
rights questions, and the international 
orientation of human rights. 

Although this is the most com- 
prehensive book of its kind in English, 
its author, a professor of law and former 
judge, is not sufficiently expert in the 
non-legal subjects to write reliable en- 
cyclopaedic summaries, and so the read- 
er must proceed with caution. C. G. 
Weeramantry states in his preface that 
he wrote the “brief study” in 1979 after a 
period of research in Japan, and that 
“this report was initially intended to be 
published, but is now [circa 1984] pub- 
lished in response to the growing inter- 
national interest in this subject.” 

The chapter on “disadvantaged 
groups" is a case in point. It covers the 

uruku problem, the Koreans, foreign- 
ers, "Occupation babies," illegal immi- 
rants, long-term residents, and the 
ibakusha (atom bomb victims). His 
summary of the buraku problem is tol- 
erable until he quotes, from James 
Clavell's novel Shogun, one of the many 
passages which were expurgated from 























Looking at homogeneity 


Human rights in Japan by C. С. Weeramantry. Lantana Books. Y 1,000 


the 1980 Japanese translation because 
some groups claimed they were inaccu- 
rate or discriminatory. 

His section on Koreans is more seri- 
ously defective. He writes that the 
650,000 Koreans residing in Japan in 
1979 were not there “through their own 
action or volition, but for reasons com- 
pletely beyond their control." This is 
true only in the sense that most of these 
Koreans were born in Japan but did not 
have a say in their births. Their parents 
or grandparents, though, probably 
came to Japan voluntarily between 1910 
and 1945, as colonial subjects with Ja- 

anese citizenship and permits to settle 
in Japan. Most of the Koreans who were 
“brought to Japan to provide labour" 
were repatriated after the war. 

He does not mentien Japan's 
Chinese residents in the section on for- 
eigners, in which he observes that "the 
Japanese are the largest homogencous 
community on earth, and have had no 
immigration for over a 1,000 years." 
Ainu and Okinawans will object to the 
Nakasonian “homogeneity” claim, and 
descendants of Korean and other immi- 
grants, especially at the end of the 16th 
and beginning of the 17th century, 
will refute the closed-border stereo- 
type. 
At least two important subjects ar¢ 
conspicuously overlooked: the plight g 
the mentally and physically handicay 
ped, and censorship of sexual exp, 
sion in art and other media. Ps 
Weeramantry's heart is in the rye ^ 
place, and his little book deserves wj >s 
reading. — William Меца; ' 




















































| By Anthony Rowley in Hongkong 
о generalise about the banking sector in a region so di- 
verse as Asia — one in which the degree and type of 
economic and financial development is so different — 
15 to court the danger of oversimplification. The prob- 
lems which Japanese banks face as they enter the mature 
Stages оѓ financial liberalisation are quite different from 
those confronted by the Chinese banks as they set out along 
сап uncertain road to modernisation. And a fundamentally Is- 
lamic banking system in Pakistan has little in common with 
the rigorously government-controlled banking system in 
South Korea, beyond perhaps inefficiency. 
m Nevertheless, in those countries of the г 
| banks do operate to a greater 
or lesser degree along. mod- 
ern, international lines, the 
problems they confront. at 
present are not very different | (uss bilion) 
from. those facing banks in | 180* 
the Western world: continu- 
,ing. disintermediation, in- 
creasing competition and de- 
. clining margins being the 
^ principal ones. 

Bank regulators, mean- 
while, continue their struggle 
to keep pace with the changes 
in the nature of banking and 
finance, hoping at least not to 
fall further behind — if not 
yet to catch*up. Hongkong is 
showing greater awareness 
than any other Asian country 
nowadays of the need for reg- 
ular cross-border contacts 
among banking regulators, 
which is a welcome develop- 
ment given the ease with 
which crooked bankers and 
entrepreneurs have been able 
to exploit the lack of com- 
munication between differ- 
ent jurisdictions in the past. 
This procefs still has a long 
way to go, however, not least 
in cementing better regulat- 
ory ties between Hongkong 
гапа countries such as Malaysia and Thailand, where the 
|. Overseas Chinese nexus is strong. 

But in the more conceptual arena of where banking is 
going in relation to capital-market development in general, 
“regulators can only sit and watch what happens. Interna- 
tional financial influences are so strong now in the more open 
of Asia's economies that any attempt to opt out of the global 
evolutionary process would be futile. Singapore and Hong- 
kong are forced to recognise this just as much as Tokyo, Lon- 
don and New York. The question is, where is it all leading? 

Are banks as we know them quite simply outdated institu- 
Чо, collecting savings and lending them out at interest 

ile maintaining the fiction of an inalienable right of return 










egion where | 
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Times are changing and banks face а struggle to adapt 


Bankrupt traditions 






TRENDS IN INTERNATIONAL 
FINANCIAL MARKETS 










Syndicated bank loans 
of which: officially sponsored loans 


1 international bonds and notes 
of which: floating-rate notes 


Note-issuance facilities 





i шп 
1983 


Note: Figures based on Bank of England data, recorded according 
to announcement date. 


Source: Bank for international Settlements. 





of the borrower? 


el dus depositor and an inescapable obligation to pay on the 
* F e adve 
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tion, both of domestic and 
dy brok 








the banks | 













monopoly as indirect lenders and maturity matcher 
nancial market. A plethora of paper instruments h 
mediated the banks and established direct lending c 
between borrowers and lenders. Bond markets are 
tedly nothing new — they flourished in the early d 
the 20th century — but the sheer scale and scope of s 
sation has become infinitely greater in the 1980s... 
Banks traditionally acted not only as intermed 
tween the providers and users of funds, but alsovas gu 
of the public's purse. This was never really a valid conci 
resulted ultimately in an unrealistic expectation that 
rate and country borrowers should shoulder the: 
terprise, and in án ип] 
sense of moral rig 
ment on the part 
positor. Banks earn 
ing as intermediaries, 
the process blocked 
mutual awareness of 
between borrowers. ant 
ers. 
Banks can always f 
course, if the risks b 
too high — but they are: 
allowed to. The state: 
confront such ari awful 
tuality and intervenes, 
dering taxpayers with an 
rect burden which. arg 
should have been bo 
the providers of funds in 
first place. This is nó 
much an argument in 
of allowing banks to 
against their having suck 
involvement in the first pl 
Few economists who; 
adays increasingly. chall 
the validity of govern 
subsidies and other artifi 
restraints on an ес 
question the anomalies 
conventional findncing 
tures. If these problems 
still far from. theoretical 
REVIEWDIGRAMDyANd Tens solution, they are at 
being worked out in the marketplace through innovat 
competition and sheer necessity. : 
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greater participation by equity investors in inte 
national as well as domestic financing. The convenien 
fiction that banks "recycled" petrodollars back to borrowi 
countries after the oil shocks of 1973 and 1979 hid a brutal r 
ality that banks were in fact participating as agents ina we. 
grab by one set of nations at the expense of another, and 
riching themselves in the process. 
When the resultant debt burdens became unsustainabl 
investment banks took over as agents by teaching count 
how to tap capital markets for money ghe banks would 
longer provide. But securitised debt, though wider disperse 
than bank debt, is still debt. Му сеу 
SA more fundamental. development: has been debt-to- 


S ecuritisation is only one stage in this process tow 
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equity conversion programmes launched for numerous less- 
developed countries (LDCs), including the Philippines, and 
which are now being refined to enable the individual investor 
to participate, shouldering an equity-financing burden he 
should not have been sheltered from in the first place. 

But none of this necessary revolution is taking place with- 
out trauma, in Asia as much as elsewhere. Reactionaries (in- 
cluding certain senior financial officials in Hongkong) are 

uestioning the wisdom of securitisation and harking back to 
the days when banks were more powerful and paternalistic 
and (supposedly) more responsible than the capital markets. 

The current stage of evolution is in fact a halfway house 
between a conventional institutional banking framework and 
amore diffuse system in which the functions of debt and secu- 
rities issue, market-making and investment will be carried on 
by a multiple and multi-functional range of institutions. 

Singapore and Hongkong — as the principal offshore- 
banking centres in Asia (though Tokyo will catch up) — are 
most embroiled in all these changes. Singapore’s US$200 bil- 
lion Asiadollar market has moved significantly down the 
road towards debt securitisation and away from syndicated 
lending, though not without growing pains and mounting 
fears of a possible major borrower default in the market. 

Such a default would certainly send shockwaves through 
the market, and might result in a great deal of corporate and 
country paper being dumped by panicky investors. But it is 
doubtful whether it would turn the clock back towards a 
much more rigid and institutionalised framework of financ- 
ing by banks. 

Hongkong, meanwhile, is taking a leaf out of Singa- 
pore’s book and going in for an uncharacteristic bit of 
market monitoring and planning on behalf of its banks. 
This is not an initiative by the oe but rather by 
the Hongkogg Association of Banks, which has set up a 
permanent sub-committee (the International Subcommit- 
tee — Competitive Studies), to look at the 
impact of things like securitisation and 
other changes in the market. It will also 
compare the strengths and weaknesses of 
Hongkong as a banking centre vis-à-vis 
other banking centres, including, of course, 
Singapore. 

The objective is not to determine how 
Hongkong can stay ahead in banking areas 
where it has traditionally had a leading 
role, but more to decide which activities 
are likely to be remunerative in the future 
— which are worth moving into, staying 
in or getting out of. Wider questions 
ER c the emergence of much bigger finan- 
cial "institutions in Asia (insurance com- 
pagies for instance) and their willingness to 
ар and hold debt securities will also be 


gauged. 
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Other questions the subcommittee will be looking into in- 
clude that of whether Hongkong banks are perhaps being un- 
duly disadvantaged compared to banks from other jurisdic- 
tions, by new capital-adequacy ratios — in other words, are 
banks in Hongkong being asked to be too conservative in the 
leveraging of their (high-cost) capital? A distinct trend has al- 
ready become apparent among merchant banks to reduce the 
size of their loan assets and replace these with fee-earning, 
off-balance-sheet transactions. The effect is dramatic de- 
gearing. 

What essentially the banks in Hongkong and in other 
centres have to decide is the extent to which they want to be 
involved in securitised-debt business, as underwriters, mar- 
ket-makers and holders of paper — the extent, in effect, to 
which they wish to become securities houses (regulations 
permitting). As one banker put it: *Business is growing 
across the region but the type of growth is speculative." 

Banks have to win back business from the securities mar- 
kets if they are to survive. Already, declining margins on 
traditional lending business have pushed them into all sorts 
of рседайуе treasury activity — such as speculative foreign- 
exchange transactions and bond and equities dealing — in 
order to maintain revenues. Undue reliance on such tertiary 
activities, rather than in primary provision of finance and 
secondary market-making, is not healthy in the long run. 

Securitisation continues all the while to develop. In 
Japan, the banks face a new threat from the imminent 
launch of a commercial-paper market, and though com- 
mercial paper has not made its appearance to any signi- 
ficant extent yet in places like Singapore, the new official 
commitment there to broadening capital markets will no 
doubt lead to the appearance of such paper quite soon. 
Already, the banks in Singapore are pene ог• (ће 
launch of а new government bond market in which they 
will act as primary market-makers and secondary dealers, 
though in competition with other types of fi- 
nancial institution. 

At the end of the day, all roads lead to- 
wards securitisation, and eventually equiti- 
sation, too, of the local, regional and inter- 
national financial markets. For new en- 
trants such as China — South Korea and 
Taiwan will have to play one day, too — 
these developments will no doubt appear 
confusing and complex. 

How quickly the market metamorphoses 
and matures into its new form will de- 
pend upon whether it is set back by any 
financial shock (such as a collapse of 
the US dollar or of major borrowing en- 
tities), and upon the strength of the force 
of reaction. It will not bean easy or a rapid 
evolution, but it is in&he,long run inevita- 
ble. п 
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hanging world 
ice Roscoe in Tokyo 
hat is a banker?” This question was put to a re- 
cent financial conference in Tokyo, not in any 
"T rhetorical sense, but more with a genuine — 
ven philosophical — appeal to meaning. And it was put by a 
nker, Michael Tomalin, general manager in Japan for 
larclays Bank, whose industry, it would seem, is in the 
hroes of an identity crisis. 
"The question continues: "What is he? A lender? Or a 
ities broker? Or just someone playing in what a cynic 
1t describe as the great zero-sum game?" 
Japanese banks must be asking themselves similar ques- 
ns: At home, they are restricted primarily to business — 
sit taking and lending — which is banking in the tradi- 
ional sense. Overseas, they are acquiring a broad range of 
ities capabilities by buying into US investment banks. 
ie reverse is true of US banks, limited to banking in 
r domestic market, yet permitted to operate in the securi- 
ies business in Japan through not more than 50%-owned 
ecurities affiliates. The debate on the practicality of the US' 
-Steagall act, which separates the banking and securi- 
industries, and Japan's Article 65, a replica of Glass- 
^agall, is as old as the legislation itself. But as well as old, it 
s very nearly meaningless, if the British banker's answer to 
is. own question holds true. 
Tomalin takes the view that, though the international 
holesale-banking business is being securitised, it essentially 
epresents the same old-fashioned business today's bankers' 





grandfathers would recognise despite the change of clothes 
and product packaging — in the global marketplace and a 
technological revolution. This argument presupposes that 
debt instruments are simply another form of credit exten- 
sion. In other words, today's investor in commercial paper is 
yesterday's bank depositor. 

Rapid development of securitised assets and liabilities is 
seen as a consequence of financial markets outgrowing bank 
capital resources. The removal of exchange controls has 
freed capital flows and permitted companies to seek the 
cheapest source of finance in whatever market. Such changes 
alter the role of the deposit-taking banker in financial mar- 
kets. 

Striking examples abound: in the US, between 1973-85, 
commercial-paper issues (by outstanding balance) rose 
900% , while bank lending over the same period grew 350%. 
According to the Barclays Review, in international markets 
securitised financing accounted for 80% of new funds raised 
in 1986; in 1979, the proportion was only 35%. 

So what can banks do? There seems to be little argument 
about the current almost universal contention that the busi- 
ness of giving loans and taking deposits is doomed. Japanese 
banks, however, could prove to be the exception, simply be- 
cause of their huge deposit base (by value of deposits, seven 
of the 10 largest banks in the world are Japanese), which 
costs them less to maintain than is often the case for foreign 
banks in their respective home markets. 

For instance, as pointed out by the Barclays presentation, 
a major British clearing bank may have 2,000 or 3,000 
branches in its domestic market, with perhaps 50,000 staff 
engaged in domestic and retail banking, whereas the Japan- 
ese counterpart will have, say, 200 or 300 branches and 
15,000 staff. But with one-tenth the offices and perhaps one- 
third the officers Japanese banks raise perhaps four times the 
equivalent value of retail deposits. 

“Simply put, in 1985 a large British clearing bank man- 
aged $29 of assets for each $1 of overhead; the Japanese equi- 
valent was $102,” Tomalin said. “There are regulations in 
Japan governing the number of bank offices, and it is worth 
reflecting on whether in a decontrolled market more retail 
banks might emerge.” 

Of all financial-market liberalisation steps iow being im- 
plemented by the Ministry of Finance (MoF), none address 
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the question of deregulating rules about branch structure or 
numbers. Foreign banks — whose Tokyo payrolls would 
have no more than about five loan officers on a staff of 200, 
and probably no significant deposit-taking capacity — will 
admit they neither offer nor seek to offer Japan's city banks 
any competition in the retail field. 

Парад 13 city banks, ee Bank of Tokyo, a 
specialised foreign-exchange bank, held deposits of ¥201.9 
trillion [US$1.23 trillion] — or 53% of total deposits of all 
commercial banks other than the sogo mutual loan and sav- 
ings banks — at 30 September 1986.) 

So, while Japanese banks are busily accumulating cheap 
deposits in monopolistic fashion, foreign banks in Japan are 
active in swaps, capital markets, yen bonds, US treasuries 
and foreign exchange. The capacity of Japanese banks, or 
their 5%-owned subsidiaries, to exchange in much of that 
type of business is thus facilitated, if not subsidised, by an in- 
comparable e ate in fund raising. 

This in part explains why Japanese banks have been able 
to move so aggressively into overseas markets, though the 
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sudden increase in the value of the yen has also 
played its part. In the past two years, Japanese cit 
banks have bought stakes in no fewer than 12 U 
banks or investment banks, and foreign banking 
analysts in Tokyo see strong growth in this acquisi- 
tion trend. Japanese banks will want to apply at 
home the securities experience gained in foreign 
markets when, if ever, the banking and investment 
industries are integrated. 

Now that, by most measures, Japanese banks 
have become the largest in the world, some are 
calling into question the validity of the measures, 
such as market capitalisation. By market value of 
listed shares, at present nine of the world’s 10 
biggest banks are Japanese. Tomalin, among 
oen, asks what this fact shows other than that 
Japanese banks trade at anything up to 12 times 
published book value, and sometimes on price/ 
earnings ratios (p/es) of more than 100 (British 
banks trade at around p/es of 6). 

"What else does it demonstrate other than Bri- 
tish bank shares appear very cheap by Japanese comparison 
— even taking into account the value of hidden reserves?" 
Tomalin asks. “It seems the great advantage is the relatively 
inexpensive way Japanese financial institutions can raise 
long-term debt and equity. The long-term dilution effect of 
the issuance of a convertible bond by a company with a p/e of 
100 is far more modest than the effect on a company on a p/e 
of 6, which may find equity more expensive to raise than 
straight debt capital.” 

By measure of shareholders’ equity, only two of the 
world’s top nine banks are Japanese (British and American 
banks hold the top four slots), on figures as of December 
1985. This suggests that not only are the elephants fragile, 
but also that they enjoy another operating advantage over 
foreign banks. 

The MoF has noticed. It has ordered all banks to lift their 
capital ratios to at least 4% of assets in the next five years, 
and banks with overseas branches to raise their ratios to 6% 
by 1991. Present Japanese ratios are put by banking analysts 
at less than 2.7%, with some below the 2% mark. п 








units are expected to be reduced to the 
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qualify if they have net assets of ¥55 

billion and an accepted credit rating of 
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council. The, MoF hopes to have all 
rules established n Ae a first issue 
may appear before ber. 


C by Japanese observers 
on the prospects of a healthy CP 
market developing have so far been 
tinged with pessimism. Cited often is 
created in June 1365 be leaker’ 
crea une t p- 

ed at birth. by stamp duties imposed 

y the MoF and also by the require- 
ment that banks can sell into the 


een market once they have col- 
lected worth a minimum *100 mil- 
lion. 

We do not want another BA mar- 
ket,” one J critic wrote in 


Jagan’ Keizai Shimbun. 
17 айбыны ннан d a rn tai 


securities co which both could 
lose business bei ж pa net com- 
monplace, w t on thwarting 
any expansion of the CP market after 
its launch. 

To ensure that the market at least 
starts up, the МОЕ, in its plan for 
dats hb ror ca ce ei 

ided to allow only fo сот 
to issue Euroyen CP, Bye 
June. Ja co ma free 
u 





to do so at a later date, 
the success of the CP market. companies to 
Meanwhile, Japanese companies sell a corporation's CP issue at home is 
are making full use of foreign CP mar- evidence of a further relaxation in the 
kets. Among recent examples, the New — official interpretation of Article 65 of 
York-bosed. Wacoal International, a the Securities and Exchange Law, 
unit of underwear-maker Wacoal which the banking and secu- 
Corp., hd corse A ainne суй rities industries and is patterned after 
P balance from US$1 million the US Glass-Steagall Act. 
to US$3 million. US issues are competi- The SIA contested this ruling at the 
tive with Japan's 5% short-term prime W om district and high courts. In 
rate, the company says. December 1986 the court 
Electronics maker Sharp Corp. is the district court's in favour of 


more adventurous. In June 1986, 
Sharp, whose yen-based production 
costs were reducing its competitiveness 
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CHINA 


A long road full 
of obstacles, 
but it works 


By Ellen Salem in Hongkong 
he right foot of China’s banking system is steadily ad- 
| vancing into global financial markets, while the left foot 
is pulling itself free from the constraints of a Soviet- 
style model. If Chen Muhua, governor of the People’s Bank 
of China (PBoC), and others of her ilk have their way, the re- 
forms in the banking system will result in a further 
strengthening of the regulatory role of the PBoC and in- 
creased diversification of sources of foreign funds. 

More difficult to achieve, both for pragmatic and ideolog- 
ical reasons, will be the steady development of the newly es- 
tablished capital-funds markets, as well as the transforma- 
tion of the banks which — in the main — now act as disburse- 
ment agents for the central government, into independent 
entities, responsible for their 2 
profits and losses. 

Prime Minister Zhao Zi- 
yang. in a speech on economic 
| reform on 26 March to the Na- 

tional People’s Congress 

(NPC), virtually gave carte 
blanche to the strengthening 
of the role of the PBoC in the 
control of financial institu- 
tions. The PBoC, which has 
only functioned as a central 
bank since-September 1983, 
has lost little time in asserting 
its authority as a regulatory 
body since it divested itself of 
its commercial-banking func- 
tion (it was officially enstated 
as the central bank in January 
1984). 

The PBoC now has super- 
peor power over the special- 
ised banks, including the In- 
dustrial and Commercial Bank of China (ICBoC), the Ag- 
ricultural Bank of China (ABoC), the People's Construction 
Bank of China and the Bank of China (BoC). Also under the 
control of the PBoC are other financial institutions, including 
the trust and investment corporations, rural and urban credit 
cooperatives and the insurance companies. Indeed, as the fi- 
nancial system becomes more ное, the regulatory 
role of the PBoC will be enhanced. 

Stumbling blocks have now appeared in China’s efforts to 
create a more sophisticated financial system, however. The 
poene of the reform of the pricing system announced 

y Zhao in his speech on economic work to the NPC, to- 
ether with the shelving of the enterprise law and the severe 
imitations just placed on share issues, have rendered the 
development of long-term capital markets an exercise in 
futility for now. 

This setback in China's road to reform of the banking sys- 
tem should not obscure the very real progress made in the 
ewo years since the PBoC was given supervisory power over 
financial institutiogs. The past several years have seen the in- 
troduction and gradyal application of the fundamentals of 
asset/liability management. 


The expansion of branch networks, concerted marketin 
efforts — according to Prof. He Yan Ki of the Department o 
Business Management, Hongkong Baptist College, some 
banks went so far as to offer door-to-door services after busi- 
ness hours — the improvement of the quality of services, in- 
terest-rate reforms and the creation of new products, have 
greatly improved the ability of financial institutions to attract 
deposits. 

In January 1986, postal-savings institutions were set up in 
12 cities and were empowered to receive passbook savings as 
well as a variety of time deposits. Last April, Shanghai banks 
introduced chequing accounts; automatic teller machines 
were installed in selected BoC branches late last year. 

As a result of this drive to attract deposits, bank savings 
rose by 26.7% over 1985, with urban and rural residents — 
not enterprises — contributing the lion's share of the increase 
— up 37.7%. This has greatly facilitated the shift away from 
state allocation as a source of funds for China's construction 
and development. In 1986, bank loans and credits accounted 
for 68.4% of all funds for production, compared with 23.4% 
in 1978. Nonetheless, currency hoarding appears to be on the 
rise, judging from the increase in money in circulation and 
the decline in the ratio of retail sales to currency. 

As a result, growth in savings did not keep pace with de- 
mand for credit — much of which China's planners consider 
unwarranted — which rose 28.4% , compared with the 26.7% 
increase in savings. 

In an effort to get money out of tea caddies and to increase 
sources of funding for major projects, starting in August 

&wo7ME5. 1986, securities markets have 
been opened in Shenyang, 
Shanghai, Peking, Harbin and 
Tianjin. To date, Shanghai 
has been the most active, with 
the Rmb 90 million (US$24.2 
million) issue for a pet- 
rochemicals plant. 

In addition, the ability to 
issue bank debentures, origi- 
nally limited to the ICBoC 
and the ABoC, was extended 
to the other sp@cialised banks 
in 1986; these debentures 
could be used as collateral to 
pledge against loans. 

Another significant ad- 
vance in the domestic banking 
system was the opening up of 
short-term money markets in 
Wuhan, Shenyang, Chang- 
zhou, Chongqing and Canton, 
thus making inter-bank loans 

рее. To date, inter-bank loans have amounted to about 

mb 30 billion. Further expansion of the short-term money 
market is anticipated, with the expansion of the inter-bank 
market and the discounting and rediscounting of commercial 
bills among banks. 

The reluctance of the authorities to tackle the issue of 
price reform and ownership has, however, had a deleterious 
effect on the development of a long-term money market. Re- 
cent policy statements indicate that the development of such 
markets will concentrate on treasury bills and bonds. State- 
owned enterprises will not be empowered to issue shares, 
and the ability of collectively and cooperatively owned enter- 
prises to issue shares has been sharply curtailed. 

Even if the development of a share market were to pro- 
ceed as envisioned late last year, the absence of a realistic 
pricing structure would have made it almost impossible to as- 
sess risk and reward, to say nothing of the development of a 
secondary market for securities. 

Yet another example of “make haste slowly” exists ifthe 
conversion of the specialised banks into independent enger- 
prises. In order to pave the way for them to act as sugh;'in 
1985, the banks were allotted a loan limit which was to re- 
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This year, the ICBoC head office 
will empower the banks’ branches to al- 
locate credit, float interest rates, em- 
ploy and dismiss cadres, distribute 
wages and premiums and to retain and 
use profits. 

is piecemeal approach to relative 
autonomy is also evidenced by the fact 
that the central government has just 
empowered Guangdong and Fujian 
provinces; Shanghai, Tianjin and Da- 
lien; the BoC and the Communications 
Bank of China; the Everbright Corp., 
and the China International Trust and 
Investment Corp. (Citic), to borrow di- 
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. In addition, banks 
were encouraged to draw upon and increase their deposit 


bases by the central authorities raising the cost of borrowings 
from the PBoC above the interest rates paid by the banks on 





It appears, however, that the umbilical cord has yet to 
be cut, as the Pease banks at the provincial level and 
by Zhao that they should be run as enter- 

prises and bring into full play the role of key cities as finan- 
cial centres. The extent to which this directive will overhaul 
the financial system remains to be seen, but it does appear 
that reforms put in place by the ICBoC are intended to 
serve as a model — and a testing ground — for broadly 
based changes within a domestic banking system where 
managerial skills and credit expertise are less than universal. 
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While the Chinese are now in the process of coming to - 
grips with such fundamental issues as balance-sheet and man- 
agerial autonomy, ownership and the choice of 4ssues ap- - 
propriate to a money market in a socialist market economy, _ 
on the domestic front, the BoC and to a lesser degree Citic, - 
are positioning themselves to become significant players in- 
the international market so as to access less costly forms of 


The BoC is generally regarded, in the words of one bank- - 
er, as “savvy but conservative.” Its international staffing is on | 
the whole of a high calibreandithasgainedareputationasan | 
astute foreign-exchange trader. Accordin 
sources, the BoC is now quietly expanding its global presence 
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and will soon add to its overseas net- 
work with a representative office in. 
Frankfurt and branches in Chinatowns. 
in Paris and New York. $ 
In March, as part of what is per- 
ceived to be a longer-term strategy of 
accessing the Middle Eastern market, 
gaining у into the world-class capi- | 
tal-market league and expanding 
equity participation in international fi- 
nancial markets, the BoC has acquired, 
through its London office, a stake in- 
Banque Arabe et Internationale d'In- 
vestissement, a Paris-based interna- 
tional merchant bank. The BoC ha 




























thus joined a list of 39 shareholders — 
about 50% Arab but including such. 
major players in the international maf- 
kets as Sumitomo Bank and the Deve- 


lopment Bank of Singapore. 


rectly from overseas. Although геро: 
sible for repayment of debts, ceilings 
will be set by the central government, 
which must also be consulted before 
the banks sign on the dotted line. 
















The Essence Of Good Investment Is Applied Experience. 


РЕС International Portfolio Fund And RBC North American Fund - 


he PFC International Portfolio Fund is a unique investment concept bringing 
together some of the best funds and managers available in Hong Kong and 
offering three investment strategies. 
One of these, the Specialist Growth Fund, is invested in a wide range of 
international equities and has shown an increase of 122%" since launch in 
April 1985. 
The Royal Bank of Canada’s North American Fund has contributed to this 
performance with an increase of 5096* over the same period. As Canada’s | 
bank, offering a world-wide network of services, the Royal Bank of Canada is 
delighted to be associated with the success of the PFC International Portfolio Fund. 


To take advantage of this impressive blend of funds, complete and retum the : 
coupon below. ] 
* Figures from Financial Times bid to bid. Units in these funds may go down as well as up. 
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nomy in 1986, and this year promises more plain sail- 
ing. The wave of good fortune has reached the coun- 
s banks and financial sector as a whole, where a number 
ast goals have been reached or overshot. But the news 
ot been all good. South Korea's over-regulated banks 
e been followers rather than innovators in the govern- 
t's sometimes awkward steps to cope with new realities, 

they remain saddled with large amounts of non- perform- 
Dans. 

uth Korea enjoyed its first-ever substantial current-ac- 
unt surplus last year — of US$4.65 billion — 
this is expected to rise to US$5-7 billion by 
end of this year. The windfall surplus, thanks 
alling oil prices and the improved competi- 


rything seemed to go right for South Korea's eco- 





ess) огош | 

Finance Minister Chung In Yong is not happy 
suggestion that he has had a tighter rather than loosening 
hold on the banks, but admits that “when you have tight- 
money policies, you have to take greater control.” The minis- 
ter has been ably supported in his efforts to control money 
supply by Park Sung Sang, a conservative monetarist who 
heads the Bank of Korea (the central bank). 

The drive to cut back on overseas debt (REVIEW, 9 Apr.) 
has meant a tightening. of controls on foreign borrowing. 
Local banks are being required to prepay overseas loans 
carrying interest rates above MoF guidelines, and new bor- 
rowing has been heavily curtailed. Foreign banks have seen 
their access to local currency through swaps — their sole 
source of won, in most cases — cut back, as the current ac- 








.count has improved. 


The cost of capital in this increasingly protected market is 
rising, while interest rates overseas are low. Debts are fall- 
ing, however, down to US$44.5 billion at theend of 1986, 
compared to US$46. 8 billion a year before. The goal for the 
end of this year is US$41.8. 

For the banks, the squeeze on money hàs meant new re- 
strictions on lending, particularly to the top 30 business 
groups, which are considered overly indebted. The govern- 
ment’s other monetary mop, the issuance of Monetary 
Stabilisation Bonds — which are foisted on the banks and 


BANK RESULTS, 1986 


Net 


Net ES | income’ 





ness of South ‘Korean exports following the 
of the Japanese yen, has flushed the financial 
m with liquidity. 
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‘he current-account surplus has helped the 





(птеп achieve two cherished goals of great 
ibolic importance, which in theory should 
€ the way to loosening its tight hold on the fi- 















nancial sector. Some of the surplus has been used 
' start cutting back the country's substantial 
reign debts, and for the first time in history, 















vings exceeded investment — the savings ratio 
oved up a point to 32%, while the investment 











tio fell a point to 31%. 
These changes have wiped away two of 
most important arguments used in the 
past to justify the tight control the government exercises 
over banks. Because of the reliance on foreign capital, 
loans had to be made to industries strategically positioned 
to.draw in more foreign exchange to reduce the need for 
Toreign borrowing and pay off loans. To raise domestic sav- 
ings, interest rates have had to be fixed at artificially high 
levals,to draw money out the kerb and property markets — 
hich ię better returns — and into the already overstretch- 
d banks. 
e new state of affairs has presented a new problem — 
emingly uncontrollable. The authorities' efforts to cope 
this probably increased rather than reduced the govern- 
presence in the daily operation of South Korean and 
bank branches here. As one senior economic 
olicymaker put it: "We are adjusting to new realities; if we 
ad an open [b h anking] market operation, it would be easier, 
t as it is we are still working from [the] top down.” 
The institutional ties between the banks and government 
ill take more than а few years of current-account surpluses 
clear away. The country’s four main commercial banks 
Te state-owned until the current regime of President Chun 
Doo Hwan came to power in 1980. In the name of liberalisa- 
tion, they have all since been sold off, but their presidents 
continue to be selected by the Ministry of Finance (MoF), 
жегу frequently from its own ranks. 
The governmer sets interest rates and guidelines on lend- 
ing. Also binding q banks to the government are the heavy 
€ of сае orming loans in their portfolios, the e tegacy 





































other financial institutions — has SioWded out the bond mar- 
ket. 













South Korea's banks traditionally have borne the brunt of 
the government's policies towards business — providing 
money where it is needed, and sometimes coming in with 
emergency assistance to ailing companies which, because of 
their size, cannot be allowed to sink. This has been the source 
of their weakness, and senior policymakers such as Chung, 
and Deputy Prime Minister Kim Mahn Je, realise this: their 
stated goals are to incr cutting down the 
share of bad loans ont ing i 
terest rates up. 

It was with these prc 
nally settled the arranged mer 
companies in 1986, some of whic 
lead banks for three year 
nounced in March, main | 

anies. The terms of the rg s have п largely shielded 
rom the public — which has drawn c ~~ and one thing 
that seems certain is that the banks were called upon to 
sweeten the deals, not improving their own ‘position (in the 
short run, at least). : : 

Estimates of the size of the banks d loans, mainly ex- 
tended to shipping and construction firms, are difficult to 
make; they are a well-kept secret. While most banks report- 
ed improved profits last ) | not take into accognt 
many non-performing loan | lished m Б 
as healthy. 
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Based on borrowings from the Bank of Korea, three 
banks — the Commercial Bank of Korea, Choheung Bank 
and the state-owned Korea Exchange Bank (KEB) — grew 
the fastest last year. KEB has been saddled with the көрүс - 
ment of the ailing Korea Shipping Corp. since August 1986; 
this firm has debts running at Won 700 billion (US$833 mil- 
lion), according to (conservative) official estimates, against 
assets of around Won 100 billion. A merger between Korea 
Shipping and Hanjin Container Lines was finalised by the 
government in March. 

Because of their heavy commitments to borrowers unable 
to repay, the banks are viewed as entirely dependent on the 
government for support; foreign bankers, who loaned a great 
deal to South Korean banks, regard them as “possibly, even 
probably, insolvent, but sovereign risk,” in the words of one 
country manager. 

Supporting the banks is a month-to-month exercise for 
the authorities, usually done with loans on a concessionary 
basis from the central bank. Taking advantage of the 
stockmarket's ebullience of 1986 and this year, all four com- 
mercial banks increased their collective capital by roughly 
15% with rights and bonus issues of their shares. Soon, they 
will sell off their shares in Pohang Iron and Steel Co. to raise 
what market sources expect to be four times (Won 400 bil- 
lion) the face value of their shares, in order to raise much- 
needed cash. 

The changes in the financial marketplace have been felt 
keenly in foreign-bank 
branches in the country. 
Although official re- 
sults are still not out, 
local newspapers have 
reported that the com- 
bined profits of 46 for- 
eign banks fell by 11.4% 
in 1986. This was main- 
ly because of the falling 
fortunes of US banks — 
profits were down by 
18% in 1986 — while 
non-US (and non-Ja- 
panese, not listed be- 
cause of their different 
financial calendars) 
banks gained 12%, it 
was reported. 

Most of the losses 
among the US banks 
have been foreign-ex- 

change-related — the won rose by 3.2% against the US dol- 
lar, its first-ever appreciation against the greenback, in 1986, 
and it is projected to rise another 6% this year. 

Changes in the market environment certainly have not 
favoured US banks, at a time when their head offices are 
talking aboufretrenchment rather than expansion overseas. 
The improvement in the current account and a virtual 
moratorium on large foreign borrowings have cut down the 
range of opportunities for business, especially with the estab- 
lished borrowers the US banks have traditionally lent to on 
an almost wholesale basis. 

And revision of government policy, requiring foreign 
bankers to keep a share of their portfolios (25% of new lend- 
ings) in small companies, has not been easy to adjust to. 

In the past year, one bank — Morgan Guaranty — has 
downgraded its presence here, and Mellon Bank closed its 
representative office, withdrawing entirely from the country. 
As traditional loan business has slowed and lending margins 
have fallen, the US banks, in particular, are trying to re-gear 
in the direction of merchant-banking services. 

One US banker said: "Companies here are large enough 
(о X for all kinds of fancy financial products around the 
wajld, and we have to move more and more into the fee col- 
le ng role of helping them find what they want and arrang- 


ing it. п 
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TAIWAN 


Still awash in 
a sea of 
surplus cash 


By Carl Goldstein in Taipei 
aiwan's banking sector is awash in a sea of excess liquidity 
i that is solving problems for some banks, but creating 
them for others. For domestic banks, which are mostly 
state-owned, this means deposits have far outstripped loans, 
forcing them to lend at a loss on the inter-bank market or 
park large amounts of money in relatively unprofitable cen- 
tral bank certificates of deposit. 

For foreign banks, easy liquidity means easy access to | 
New Taiwan dollars on the inter-bank market. This has virtu- 
ally eliminated — for now — what only three or four years 
ago was their biggest headache: the inability to get adequate 
local-currency funding, owing to Taiwan Government pro- 
hibitions against accepting Dexter deposits. This had 
caught foreign bankers in a bind, as the local market was at | 
the same time turning away from US dollar borrowings (in 
the early 1980s) because of the rise in US dollar rates and the 
decline in Taiwan ones. 

AII that cash has pushed deposit rates down to the lowest 
levels ever: 3.5% for passbook savings accounts and 5% for 
one-year time deposits — if you can get the bank to accept your 
money. (Some local banks are refusing deposits over NT$1 
million [US$29,325], while others negotiate even lower rates.) 
The three major domestic commercial banks, Hua Nan Com- 
mercial Bank, First Commercial Bank and Chang Hwa Com- 
mercial Bank, set prime lending rates of 6.75%, but in prac- 
tice will lend to their best customers at closer to 5%. 

Low deposit rates, together with local bankers' conserva- 
tive, civil-servant approach to lending, have domestic banks 
in a bind. Only about a half of deposits can be lent out, bring- 
ing relatively higher returns. (Before the onset of the current 
liquidity crisis, deposit:loan ratios were closer to 1:1 or 4:5.) 

Now, after placing 15% in mandated reserves, the re- 
mainder must go into the money market, where commercial 
pee is bringing rates of about 3.5%. The reason for local 

ankers' insistence on negotiating lower rates for large depo- 
sits is clear: the most creditworthy firms can easily raise funds. | 
on the money market, and, if a willing bank can be founds ar- | 
bitrage their way to a neat profit on the rate differeptial. 

The extent of the liquidity problem can be seer in the ac- 
celerating growth of money supply. By the end of February, 
growth in МІВ (currency in circulation, chequing accounts 
and passbook deposits) had topped 50% on an annual basis. 
This, in turn, was caused largely by Taiwan's burgeoning 
trade surplus, which swelled to US$15.6 billion in 1986 from 
US$10.6 billion the year before. 

Under the island's strict foreign-exchange controls — 
there has only recently been a suggestion that they might be 
eased — most of this inflow must be handed to the central 
bank in return for NT dollars. The central bank, thus, has 
had the problem of dealing with massive foreign-exchange 
reserves (more than US$53 billion by the end of March). and 
the banKing system has had to cope with mounting liquidity. 

The other source of new funds in the system was as much 
as US$10 billion in so-called hot money, which had originally 
exited via the black market, flowing back into the country to* 
take advantage of the steady appreciatiog of the NT dollar 
during the past year. $t 

Excess liquidity in the system is only partly reflected in 
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total bank deposit and loan figures. That the increase on the 
deposit side has not been greater is because the central bank 
has issued record amounts of treasury bills in an attempt to 
sop up the excess. Another escape outlet for under-utilised 
funds has been the stockmarket, which has risen more than 
40% since the beginning of the year. 

Domestic banks are facing unprecedented losses. “If we 
weren't state-owned, foreign banks might be very concerned 
about doing business with us,” said Liang Kuo-shu, chairman 
of Chang Hwa Commercial Bank. For the three big commer- 
cial banks, the narrowing or disap- 
pearance of profit margins on lending 
Operations has been compounded by 

_heavy losses on foreign-exchange 
holdings, as a result of the NT dollar's 
15% appreciation against the US dol- 
lar since September 1985. 

Bankers said each of the three 
banks has lost more than NT$2 billion 
just since last July, the beginning of 


| fiscal 1987. Losses for the previous 


ear were probably only slightly less. 


| The situation was all the more serious 


"t 
| 
ч 


— because these banks are greatly under- 
i Ке, each having a paid-in capi- 
_ tal of little more than NTS3 billion. 
- Liang and other banking sources said 


| the losses would be written down over 


1 
a 


the next five years, while a revalua- 
tion of the banks’ fixed assets — primarily substantial prop- 
| erty holdings — probably would be used to boost capitalisa- 


| tion. 


past years contributed to the steady decline in their 


: Ё E or the foreign banks, the NT dollar funding crunch of 


share of the domestic loan market. In 1981, they enjoy- 
ed a 9% share; by 1985 it had fallen to 5%. Another factor 
in this trend, which probably will be shown to have con- 
tinued last year once figures become available, was the 
pullback from the disastrous go-go lending of the early 1980s, 
when foreign banks piled up some US$600 million in bad 
loans. 
The response of most banks 
was rigorous uong of loan port- 
folios, together with cost-cutting 
measures such as cutbacks in both 
local and expatriate staffing and 
moves to less expensive locations 
or cancellation of expansion plans. 
Just as important was a shift in 
business strategy. Although big 
differences among banks remain, 
overall, fon has been greater 
emphasis on fee-generating activi- 
ties, including trade finance and 
foreign-exchange dealing. 

This has proved a sound strategy 
for a number of the foreign banks, 
as booming trade in 1986 — which 
was marked by real economic growth of 10.8% — provided a 
strong income base for trade-related lines of business. 

One such area to show tremendous growth was foreign- 
currency-denominated (mainly US dollars) pre-export and 

-import financing. Outstanding loans in this category 

eld by foreign banks soared to NT$30.7 billion at the end of 

oo a more than 1,000% increase from 12 months ear- 
ier. 

The NT dollar's appreciation against the US dollar meant 
*hat local exporters or importers — who were anxious to 
cushion themselveg from the impact of the rising NT dollar — 
could borrow US doWars, typically for 180-day terms, despite 
the higher interest rates than for NT dollars, and still profit 
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FOREIGN BANKS’ SHARE 
OF LOAN MARKET 


DEPOSITS 
AND LOANS 


billion) 
500 1,000 1,500 2,000 2,500 3,000 3,500 


by repaying the loan in cheaper US dollars upon maturity. 

In late March, Premier Yu Kuo-hwa said the government 
was preparing to suspend foreign-exchange controls; this was 
the first hint of fundamental changes in the structure of such 
controls, which have been in place for more than 35 years. 
Although nobody in banking circles was sure what the gov- 
ernment had in mind, the notion of free-flowing capital ac- 
counts had many bankers on the edges of their seats as they 
awaited further details. 

Those banks with strong investment-banking capabili- 
ties were likely to be best suited to profit from the hoped- 
for new regime. The manager of an American bank’s Taipei 
branch said his bank would focus on 
helping local, cash-rich companies go 
overseas. At present, Taiwan firms’ 
overseas investment opportunities 
are limited by law to government 
bonds and some bank securities; 
shares are proscribed. New possibili- 
ties might be fund management, the 
purchase of property or new produc- 
tion facilities. 

As Taiwan moves to cope with 
the upsurge of protectionist senti- 
ment in the US, its major market, 
local manufacturers must inevitably 

o the same route as Japanese firms 
efore them. Thus, banks should 
have a major role to play in facilitat- 
ing the transfer of resources as restric- 
REVIEWOUGRAMS yy ^s tions are loosened. 

Another area of attention was involvement in the domes- 
tic capital market. Currently, the corporate bond market 
exists in an embryonic state. Many firms raise capital purely 
through more expensive bank borrowings because of un- 
familiarity with bonds, plus an archaic underwriting system 
that is in great need of modernisation. 

National treatment is no longer the pressing concern for 
foreign banks that it was two or three years ago, though some 
pbk remain. Liberalising measures in the past two years 

ave included opening up consumer banking; lifting the per- 
mitted tenure of savings pe ait he from six mnths to three 
years; allowing foreign banks to conduct foreign-exchange 
business in the export-processing zones and the Hsinchu 
Science Park, and letting some 
banks establish second branches 
in Kaohsiung. 

The latter created consider- 
able unhappiness in the manner of 
implementation, however. After 
several delays, the financial au- 
thorities inserted a rule stating 
that only foreign banks that had 
operated as branches for five 
years or longer were"eligible, thus 
excluding some European banks 
that had received verbal go-aheads 
for setting up Kaohsiung offices. 

In the event, only two banks — 
Citibank and the Dutch HBU 
Bank — had taken up the new op- 

rtunity. Managers of some other banks said that since most 

arger companies were headquartered (or at least maintained 
offices) in Taipei, there was no pressing need to locate in 
Kaohsiung. 

An outstanding issue was to further lift restrictions on 
deposits. Foreign bankers worried that once the current ex- 
cess liquidity subsided, they would once again be left high 
and dry without access to local-currency funding. Particu- 
larly for the few foreign banks that are actively promotjng 
consumer banking abd small-business lending, such as‘Titi- 
bank, there continues to be a mismatch between their limiged 
deposit base and the market demand for long-term, fixed- 
rate loans. п 
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HONGKONG 


Through crisis to 
a search for 
sensible rules 


By John Mulcahy in Hongkong 


ongkong’s banking sector is beginning to restore an 

image badly tarnished by a series of dicli and res- 

cues that left its claims to the status of a leading finan- 
cial centre severely dented. A revised Banking Ordinance, 
an eagerness to fall into line with international regulatory 
guidelines and a detailed examination of the present classifi- 
cation structure are some of the results flowing from the in- 
dustry's catharsis. 

Confusing the issue has been the need to reform on the 
move, with a constantly changing banking environment de- 
manding new and rigorous supervision even as amendments 
to the established parameters for the business are being ab- 
sorbed. 

Hongkong is indisputably over-banked, with its 5.6 mil- 
lion population served by 952 commercial-bank branches, 
and a market which has an average of more than two bank ac- 
counts per person. As a society where 
domestic savings average two years' in- 
come, the state of the banking sector is 
of utmost social and political impor- 
tance. 

The recent banking crisis, from the 
| dor d takeover of Hang Lung 

ank in 1983 to the officially guided in- 
fusion of new capital into several small- 
er banks in 1985 and 1986, unlike the 
territory's first major financial crisis in 
1866, had its*roots in imprudent and 
eventually fraudulent management. 
Another difference between the two 
episodes is that where the banking 
population after the first crunch shrank 
by more than half, from 11 to five, an 
effective safety net was placed under 
banks during the latest imbroglio. 

Recognition of the need for closer 
supervision, achieved through a switch in regulatory em- 
phasis to a qualitative approach from one that clung re- 
solutely to quantitative standards, has been only the first bat- 
tle in the war; the pressing problem now is the unknown 
quantity of off-balance-sheet risk. 

Hongkong's capital market, virtually non-existent two 
years ago, has since experienced explosive growth, to the 
point where Hongkong dollar capital-market transactions 
rose from HK$4.58 billion (US$587 million) in 1984 to 
HK$19.61 billion in 1985 and HK$26.37 billion last year. 

With interest rates on the decline throughout 1985 and 
1986, capital profits were easy to come by, simply by holding 
paper while rates came off and selling when the profits 
seemed too good not to realise. But the party could well be 
coming to an end, and with interest rates showing signs of en- 
tering an upward cycle, Hongkong is facing its first bear mar- 
ket in bonds. 

Under the circumstances the official attention being paid 
to securitised debt is timely, for the financial markets have 
themselves spawned a menagerie of debt instrument hybrids 
that require more sophisticated and imaginative supervision. 

* Confusion over the treatment of securitised banking as- 
sets i$ in no sense a Hongkong phenomenon, but with 120 
fereign-registered banks operating in the territory — among 
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them 75 of the top 100 institutions in the world — ideas have 
migrated. Also, the proliferation of institutions, both foreign | 
and local, has encouraged new and inventive permutations | 
for debt, introduced at a pace the regulators have been un- 
able to match. 

A recent circular sent by Hongkong's Banking Commis- 
sion to all banks in the territory requested from them details 
on the nature of business transacted and the instruments 
used. Once the replies are gathered, a consultative paper on 
the issue will be prepared and published for comment. 

For a jurisdiction technically defined as an “offshore” 
banking centre — a label the authorities find condescendin 
and inappropriate — Hongkong has been able to stay well 
abreast of the frenetic dynamics in modern banking. 

This has been due largely to the direct and close links the 
territory enjoys with the Bank of England (BoE), which with — 
the US Federal Reserve Board has been at the forefront of 
the global quest for uniformity in capital-adequacy require- 
ments. In September 1986, officials at the BoE and the Fed 
were given a brief to study the issue and submit a joint report 
by the end of the year. , 

Armed with the bones of a workable plan to achieve cross- 
border consensus on capital requirements, and more perti- 
nently on the assessment of non-traditional risk, the BoE and — 
the Fed have taken their suggestions to continental Europe | 
and to the Bank of Japan, and in spirit, at least, progress ap- | 
pears to have been made. i 

An important breakthrough in international cooperation | 


MONEY-MARKET OPERATIONS 


Europe 


on banking regulation was the Basle Concordat, under which 
banking regulators agreed to work together in seeking solu- 
tions to supervisory problems created by the phenomenen of 
the global financial market. And yet, ee ong- 
kong’s Banking Commissioner Robert Fell this detente 
needs to be taken a step further, in the form of regular bilat- 
eral sessions. 

A common theme in the spate of banks found to have 
been mismanaged (and worse) has been the overwhelming 
preponderance of Southeast Asian owners; but Fell argues 
that this in itself has not prompted closer liaison with regulat- 
ory authorities in Singapore, Malaysia or Thailand. The 
problems in Hongkong, he says, related to flows from the ter- 
ritory outward, rather than the reverse, and in that sense they 
were organic. 

Fell does see the importance of Hongkong’s participation 
in regional cooperation, arguing that the area spanning Aus- 
tralia and New Zealand through to the Asean countries is in 
many ways more important than New York or London. 

One important obstacle to cooperation in the past has 
been the religious observance of secrecy provisions, to the 
extent that communication on banking га SeSi yas restricted 
even among departments within the Hongkong Govern- 
ment. This has changed, and could change even further, as 
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_ kong regulators have been unimpress- 
еа with these arguments, and are in- 
sisting that 
proposed capital-adequacy requirements will be granted. 
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the value of an exchange of ideas is rec- 
ognised, especially in the light of crimi- 
nality exposed duning the banking crisis. 

Bankers in Hongkong are divided on 
their immediate responses to the pros- 
pect of supervisory uniformity, with 
sceptics questioning whether a small 
centre should be among the innovators. 
With more than 75% of Hongkong’s 
licensed banks answerable to monetary 
authorities other than the Banking 
Commission, local bankers fear the 
competitive advantage foreign banks 
may enjoy by virtue of less onerous cap- 
ital-adequacy requirements. 

An issue that has already surfaced is 
that of Japanese-controlled deposit-tak- 
ing companies, which have used Hong- 
kong as an offshore-banking centre, 
booking substantial business without 
the capital that would be required of a 
local bank. The Japanese institutions 
have made a case for special treat- 
ment, on the ground that their busi- 
ness is exclusively wholesale and in na- 
ture offshore. But to date the Hong- 


no exceptions to the 


Proponents of Hongkong's participation in the van of 


- global banking reform argue that the territory's role as an in- 


ternational financial centre has become germane to its survi- 
val as an entrepot economy. While banking scandals have hit 
New York and London in recent years, those centres' size 
and maturity have enabled them to rebound with little re- 


_ sidual effect. Hongkong, on the other hand, must try a 


| 





_ territory's Legislative Council, even 


| pressed at the perpetuation of the 


E deal harder to restore a reputation for probity in its 
nancial dealings, and in this the determination to keep 
abreast of international developments is regarded as impera- 


tive. 


One benefit deriving from the banking crisis, according to 
those unscathed by it, is that it underscored the distinction 
between solid and unsound institu- 
tions, resulting initially in an actual 
flight to quality, but even more im- 
portant, wedging in the community's 
understanding the need to make 
value judgments before using a bank. 

While evidence to support calls 
for hapking reform was incontrover- 
tible, anda redrafted Banking Ordi- 
nance found little opposition in the 
the revised system has its opponents. |25,000* 
Voluble opposition has been ex- 
current note-issuing system, under |?9999* 
which the Hongkong and Shanghai 
Banking Corp. and Standard Char- 
tered Bank share responsibility for 
the territory's issue of banknotes. 

Critics argue that the note issue 
gives the two issuers an undue advan- 
tage in their ability to control Hong- 
kong dollar money supply — under 
the eye of the Exchange Fund — and 
their ability to determine com- 
petitors’ fund flows. 

Current thinking suggests the op- 
position to the note-igsuing system is 
not yet influential enough to bring 
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about a change, though all but the two 
issuers would derive some benefit from 
a system under which the note issue 
is handled by a non-partisan entity, 
such as the Hongkong Association of 
Banks. 

Understandably, the note-issuing 
banks see no point in hastening the end 
of the system, even as they argue that it 
holds few practical benefits, and visits 
on them considerable responsibility for 
protecting the currency. The Exchange 
Fund, Hongkong's de facto foreign re- 
serve, has statutory responsibility for 
this function, but generally exercises 
it through one or both of the note is- 
suers. 

Another aspect of the Hongkong 
Bank's role in the territory's economy is 
its function as the clearer, which again 
gives the huge group unparalleled in- 
sights into its competitors' business. 

The most outspoken critic of Hong- 
kong's present banking system is Legis- 
lative Councillor and Bank of East Asia 
chief manager David Li, an advocate of 
a formal discount system and of a cen- 
tralised clearing system. 

Of late, Li has also been calling for a 
rating system, along the lines of the 
Standard and Poors and Moody sys- 
tems. Without a reliable rating system and a discount win- 
dow, Hongkong is on course for further problems, Li 
suggests. 

“I hope [Secretary for Monetary Affairs] David Nendick, 
the new Banking Commissioner [Bank of England secondee 
Tony Nicolle] and [Financial Secretary] Piers Jacobs will 
realise the need for constant monitoring," said Li. 

Outgoing commissioner Fell, brought in from the Securi- 
ties Commission to pick up the pieces of the banking crisis, 
acknowledges the need for close monitoring, but rejects 
calls for more direct interference in the industry. “Markets 
are best grown by markets," Fell offered as his philoso- 
phy. “Government can play a big part in keeping the streets 
clean, keeping taxes low and keeping the villains out, but 
its job is not to grow markets." 

In essence, Hongkong is deter- 
mined to retain its laissez faire po- 
licy, though the principle of re- 
examining the existing three-tier 
classification system has been estab- 
lished, and a process of consultation 
later in the year is expected to lead to 
a revision of the system, 

How far this will extend is for the 
moment moot, but there is an under- 
standing that the circumstances lead- 
ing to the establishment of banks, 
licensed deposit-taking companies 
and registered deposit-taking com- 
pus no longer apply. A formerly 

eretical idea now taking shape in 
some quarters in government would 
allow all institutions perform- 
ing a banking function to use 
the generic term "bank" in their 
titles. 

A minor concession in isolation, 
this revolutionary thought is 
symptomatic of the extent to which 
Hongkong's banking crisis has sha- 
ken the government, and the willimg- 
ness to accept that the overhaul! of 
the system should be pervasive. В 

















The blood is stili 
on the street' 


— but it's drying 


‘By Anthony Rowley in Singapore 
ull but safe is how the banking sector in Singapore 
; appears at first sight, especially to those accustomed 
P to the cut and thrust of banking in Hongkong. The 
impression given. b 
(and by. officialdom} 





profit-and-loss accounts for 1986 
is that Singapore banks in general 


sare recovering from what was essentially a little local. 


difficulty during the recent severe recession. But ap- 
pearances are probably deceptive. 

After the savage and 
simultaneous collapse of 
the local property and 
stockmarkets during 1985- 
86 and the setbacks to trade 
and manufacturing in gen- 
eral (all areas of heavy ex- 
posure for banks and all of 
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and merchant banking look to be the biggest areas for futur. 
expansion, too, with a major privatisation drive planne 
(REVIEW, 2 Apr.), and Singapore’s imminent launch. of 
new government-bond market. mn 

Banks in the Singapore-based Asiadollar market h 
meanwhile been caught up in the general rush from synd 
cated to (lower-margin) securitised lending and in seeking i 
creasingly exotic (frequently off-balance-sheet) assets: 
Asiadollar market has now grown to more than US$200 1 
lion, and while it has been a remarkable success in grow 
terms, fears of a major borrower default are never far fro 
the minds of the 180 offshore banks or Asian Currency U 
(ACUs) operating in the market. That is a fear commo: 
the Euromarkets in general, of course. 

Recent results from the Big Four local banks — Develo 
ment Bank of Singapore (DBS), Oversea-Chinese Banki 
Corp. (OCBC), United Overseas Bank (UOB) and Ove 
seas Union Bank (OUB) — presented a mixed pi 
(REVIEW, 9 Apr.), but with the exception of OUB (hit by 
fraud in Hongkong), all managed to present outwardly i 
proved results compare 
with 1985. DBS did b 
thanks largely to treast 
and investment-banking a 
tivities and some conttib 
tion from  stockbrokin 
UOB was next best, whi 
OCBC showed modest 
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That may have been more 
cosmetic than realistic. 
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Banks haVe also had to 
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foreign exchange 
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ties and bonds in 
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sate for depressed 
loan demand, low 
interest rates and 
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Recovering textiles; DBS and OCBC: limited opportunities. 





rather bleak picture of under- or unoccupied hotels and com- 
mercial space. Five-star hotels in such complexes are cur- 
rently letting rooms at S$80 (US$37.5) a night; the predi- 
cated room rate when they were planned was four or five 
times that amount. It would be unrealistic to suppose that 
values have been fully written down to reflect this as yet. 

Outstanding loans to building and construction by all 
banks in Singapore stood at around S$8.1 billion at the end of 
January, according to MAS figures. (This represented a 
doubling since 1982, whereas most categories of loans by 
banks had increased much more modestly, or even di- 
minished, during that period.) The MAS publishes no sepa- 
rate category for mortgage loans (as Hongkong does), but it 
is quite possible that a portion of the S$10.2 billion of loans to 
"general commerce" or of the S$4.3 billion in loans to profes- 
sional and private individuals might be related indirectly to 
property. 

A large (though not easily quantifiable) share of property- 
related loans will be from the Big Four, whose combined net 
worth as at end-1985 was around S$4.5 billion. Given that 
values in the local property market declined by 30-40% over- 
all from the peak of 1981, this gives some rough idea of the 
impact on banks' capital full provision for diminution in 
value would probably have. 

The slightly brighter side is that recent property auctions 
have indicated some modest hardening of values and the re- 
sults of property companies (to which the banks are also ex- 
posed as lenders) have improved somewhat. 

The trauma of the property market and the economic re- 
cessiqn in general has not been confined to Singapore-owned 
banks. Itis estimated that foreign banks as a group account 
for something over 50% of total loans outstanding in Singa- 
pore and a large — perhaps up to 40% — share of the total 
deposit base. 






ROBERT COTTRELL 





The Hongkong and Shanghai Banking Corp. made some 
heavy provisions against losses in Southeast Asia during 1985 
and some of these undoubtedly related to Singapore. Stand- 
ard Chartered Bank, too, which built a S$350 million new 
headquarters in Singapore only to find its value greatly di- 
minished by the slump, reported an 82% rise in bad debts (to 
£184 million [US$298.2 million]), mainly related to the Far 
East, during 1986. A substantial part of this may well have 
been in Singapore. 

Despite the upturn in certain sectors of the Singapore 
economy (textiles and electronics, for example), loan de- 
mand has remained slack and liquidity high. Corporations 
are seeking to restructure and improve their balance-sheets 
by reducing gearing through equity (or convertible-bond) is- 
sues, rather than raising new debt. There is, as one bank 
manager noted glumly, *too much money chasing too few 
lending opportunities at present. The whole place is awash 
with money." 

e 9 

ll this is reflected in low domestic interest rates, with 
A prime rate at 5.5%, inter-bank rates for short-term 
money at 2-3% and savings accounts yielding only 
around 3% (all as of the beginning of April). Lending to 
prime customers has become based more on cost of funds 
than on prime rate and this has put pressure on bank margins. 
If, as appears to be implied by the reluctance of the market to 
make six-month funds available in Singapore at present, in- 
terest rates are set to move up again later in the year, then 
rime rate will again become the principal yardstick and 

bank margins will improve again. 

But in the meantime, banks are relying heavily on their 
treasury functions to maintain earnings. One remarkable in- 
dicator of this is the fact that average daily turnover in the 
Singapore foreign-exchange market virtually doubled be- 
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tween 1985 and 1986 (from S$12 billion to $22 billion), and 


leapt again to S$30 billion in January this year (the latest 
monthly figure available). 

It is estimated that 80% of this reflects speculative trans- 
actions, and though 10 banks, led by Citibank, account for 
around 50% of this volume, just about every bank in Singa- 
P appears to have become much more dependent upon 
orex transactions as a profit centre. Much the same applies 
to dealing in equities and bonds. 

If banks are having to use their wits more nowadays to 
find ways of staying profitable in the domestic market, the 
same is certainly true of the offshore market. Most of the 
foreign banks which established themselves more recently in 
-the Singapore market can operate only in the offshore mar- 
ket, though the longer-established foreign banks (and many 
of the local banks) have domestic and offshore (ACU) opera- 
tions. (Banks are not allowed to lend offshore in Singapore 
dollars.) 

The traditional role of the Singapore-based Asiadollar 
market was to act as a funding centre for loans which were 
syndicated to regional sovereign and corporate borrowers 
out of Hongkong. Foreign-currency deposits (especially US 
dollar deposits from Indonesia) flowed into Singapore 
banks, attracted by the confidentiality of the system and the 
lack of any interest-withholding tax (which Hongkong had 
until a couple of years ago). But the funds would usually be 
on-lent from Hongkong, where borrowers such as the Philip- 
pines and South Korea found it easier to do business, and 
where there are better legal services (quite apart from more 
bankers) than in Singapore. 

Much of the syndicated lending has since disappeared 
with the perception by banks of "increased cross-border 
risks," as one banker put it. But the nature of the Asiadollar 
market remains essentially the same, inasmuch as 70% of 
ACUS' total assets represent inter-bank funds and only 
28.6% loans to non-bank customers. 

With the decline in syndicated lending, banks have turned 
increasingly to asset sales to make money in the offshore 
market. Euronotes and Euro commercial paper have come 
to dominate the market during the past couple of years (espe- 
cially from Australian and New Zealand issuers), though ac- 
tivity has slackened somewhat in the past six months. The 
overall size of Asiadollar-market assets declined to slightly 
below US$200 billion between the end of 1986 and the begin- 
ning of this year. 

e buyers of Euronote issues (RUFs, NIFs, FRNs and 
the like) have been mainly regional banks hoping to take ad- 
vantage of floating-rate interest to profit from the three-to 
five-year issues. However, local bankers report that with in- 
terest rates being so flat at present, profits have not been 
high. 
Тһе big thing in the market now is forward-rate agree- 
ments (FRAs) — a foreign-exchange contract or forward- 
rate agreement on interest. These enable banks to hedge 
their cost of ntoney in line with their own obligations to float- 
ing rate note holders. It is essentially.a market between banks 
and as the FRAs are an off-balance-sheet contingent liabil- 
ity, they are especially popular with US banks, which nowa- 
days are coming under increasing pressure to improve capi- 
tal/asset ratios. 

Malaysia, Indonesia and Australia remain the principal 
fund raisers in the Asiadollar market, though the emphasis 
has switched from syndicated loans to short- and medium- 
term paper issues (on-balance-sheet items for banks) and the 
overall tempo of borrowing has slowed down. It is nowadays, 
as one banker commented to the REVIEW, an “investor- 
driven rather than an issuer-driven market." And overall, 
banks are making less money from handling paper than they 
were from loan syndications. 

The biggest providers of funds in the market are Japanese 
banks, followed by European and then US banks. Activity is 
stil] quite strong overall but “what everyone is scared of is the 
pee of a big default in the market,” as one investment 

anker put it. і 
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AT THE ORCHARD HOTEL 
OUR PERSONALISED STYLE 
NEVER RUNS OUT OF SEASON. 


Our reputation for personalised service is 
something you'll experience throughout the year. 


It's centred around people 
and our staff takes pride in ensuring that each guest 
feels comfortable and right at home. 


Located within Singapore's shopping/entertainment 
area, and mere minutes from the business district, 
the Orchard's 350 rooms and suites are furnished 
with the luxuries you expect of a first-class hotel. 
Our business facilities include facsimile 
and teletext while 3 dining outlets, a bar lounge and 
rooftop pool complete the other amenities. 


So if Singapore is your next stop, remember the 
Orchard Hotel. For a personalised style of 
hospitality that's never out of season. 


Corporate Room Rates: Single/Double $75* 


Businessman Package: (with American Breakfast? 
Single $80* Double $90* ¢ 


Long Term Monthly Rates: From $1800 nett. 


*Rates subject to ten percent service charge and 
three percent Government tax. 


ORCHARDQOHOTEL 


SINGAPORE 
442 Orchard Road Singapore 0923 Tel: 7347766 
Tix: RS 35228 ORTEL Cable: ORCHARDTEL Fax: 7325061 


* Utell Reservation Worldwide € Swissair Hotel Reservation — HORIS 
* Cathay Pacific Airways Instant Hotel Confirmation Service — CUPID 
* Singapore Airlines Hotel Reservations - KRISCOM 
SALES & MARKETING OFFICE — Japan: MM International Hotels 
Yoshikana Building, 4F 31-4, 5 Cho-me, Shimbashi, MinatagKu, Tokyo, Japan 
Tel: 03-437-6253 Tix: 2422819 MMINTL J 


A MEMBER OF THE HONG LEONG GROUP 
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MALAYSIA 


Plenty of worries 
and probably 
more to come 


By Nick Seaward in Kuala Lumpur 


he financial sector in Malaysia took a hard battering 

i during 1986. It was, said Bank Negara (BN) governor 

Datuk Jaffar bin Hussein on 25 March, “a traumatic 
year for most bankers.” 

The head of the central bank should know this better than 
most — not only did he preside over an industry experiencing 
“its greatest shocks and challenges since independence,” but 
he also ended up having to take a controlling stake in two 
of the country’s largest banks to 
stop them failing. It looks as if he may 
have to take over a third before too 


long. 

it was also a year in which the large- 

ly unregulated secondary banking sec- 

tor — dominated by the deposit-taking 

cooperatives — collapsed, forcing the 

central bank to intervene to prevent 

| further losses to depositors. As if that 
_ were not enough, a number of insur- 
ance companies in Malaysia were 
found to be facing heavy liabilities re- 
sulting from guarantees given on loans 
for property development; and some 
leasing companies were found to have 
been accepting deposits illegally. 

Although evidence of widespread 
fraud and gross mismanagement con- 
sumed most people's attention during 
1986, it is also clear that in their day- 
to-day operations, banks have been 
hard-pressed. Intermittent pressure 
on the Malaysian dollar throughout 
the first 10 months of 1986 — coupled 
with a growth in demand for loans that 
outstripped growth in deposits — kept 
inter-bank lending rates high. Deposit 
rates, however, were kept artificially 
low by RN, using its powers of moral 
suasion tà the utmost. 

The average daily inter-bank rate was a comparatively 
high 9.5-10% during the first 10 months of last year, despite 
the injection by BN of M$4.4 billion (US$1.77 billion) into 
the inter-bank system (M$2.7 billion was subsequently 
taken out again from mid-October onwards), and successive 
measures taken by the central bank to reduce the statutory 
reserve and liquidity requirements of the banks. Over the 
tone А riod, the mode base-lending rate (BLR) was 

. о. 

At the same time, BN maintained its firm hold on deposit 
rates to prevent the banks from bidding up the market to ease 
their tight liquidity. BN was able to do this through an ar- 
rangement introduced in October 1985, whereby the com- 
mercial banks agreed to keep their deposit rates within 0.5 of 
a percentage point above the deposit rates of the two leading 

*banks in Malaysia — Malayan Banking and Bank 
Bumiputra. e 

Asa result, deposit rates offered by the commercial banks 

never got above 8%, even though the loans:deposit ratio 





averaged 97-98% for most of the year and even exceeded 
100% during July and August. 

The sudden inflow of an estimated M$4 billion back into 
the banking system from abroad during the last two months 
of the year made this arrangement obsolete. A resource gap 
of M$2.8 billion was reversed over a few weeks into a re- 
source surplus of M$3.9 billion, enabling BN to introduce a 
package of reforms on 1 February, the most important of 
which was the dismantling of this deposit-rate pegging sys- 
tem. 

The package also included another significant concession 
by the central bank. This was BN's permission for banks to 
average out their liquidity ratio over the course of a month, 
provided they did not stray'more than two percentage points 
above or below their 17% requirement. 

The pill that these concessions were designed to sweeten 
was the reduction from 10% to 9% in the maximum lending 
rate for loans given out under the M$1 billion New Invest- 
ment Fund (NIF), which all but forced the banks to follow 
suit by cutting their BLRs. This they duly did — by one per- 
centage point to 8.25% in the case of the lead banks, 
Malayan Banking and Bank Bumiputra — and 9% in the case 
of the others. 

The cut in the BLR did not please the banks at all, coming 
as it did only two months after a pre- 
vious cut in the BLR of 0.75 of a per- 
centage point to 10% for most banks. 
As a direct consequence of the in- 
terest-rate pegging system, which only 
allowed the banks to compete on de- 
posits of 15 months or more and on 
negotiable certificates of deposit 
(NCDs), the banks had locked them- 
selves into high-cost, long-term 
funds — the bulk of which are not ex- 
pected to mature much before July or 
August this year. 

According to statistics compiled by 
BN, NCDs and 15-month or more de- 
posits accounted for 11.1% and 33.9% 
of total deposits, respectively, by the 
end of 1986, compareti with 10.1% 
and 18.7% a year earlier. 

While BN acknowledged that there 
was a considerable overhang of depo- 
sits at high rates, it still thought that 
the banks were protesting too much. It 
pointed out that the average spread of 
the commercial banks widened from 
4% in 1980 to 5.75% in 1986 and, in- 
deed, with effect from 1 April, it insti- 
tuted another cut in the NIF lending 
rate — by 0.75 of a percentage point to 
8.25% — forcing the mode BLR of the 
commercial banks downto 8.5%. This 

means that mode BLR has been cut by an aggregate of 2.25 
percentage points in four months. 

If the banks could be said to have been unhappy in Feb- 
ruary, it is probably fair to say they are very worried now, 
especially as BN has hinted at further cuts in BLR later this 
year. The banks claim that if non-performing loans are taken 
into account, the average spread they are making would be 
substantially lower than the 5.75% estimate of the central 
bank — according to some reports, as low as 2.5%. Given 
that staff costs have been increasing at an annual rate of 
20.1% since 1981, these banks say that such a low margin will 
not cover their overheads. 

The actual proportion of non-performing and bad loans to 
the total portfolio of the commercial banks is still something 
of a mystery. From the latest figures available — those for 
1985 — BN estimates that provisions for bad debts by the 
commercial banks came to 3.3% of their outstanding loaas, 
compared with 2.6% the previous year. As for interest in sus- 
pense from non-performing loans, figures suggest Ап in- 










In the foreign exchange market, — 
one good quote deserves another. _ 












("Chemicals philosophy is to maintain a good — 

two-way presence in the market. Even if the currency 
markets are volatile it will always quote you a 
d price. UK Treasurer 
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. “We chose Chemical because of its professional service. It sends us regi 
- telexes which are short and easy to understand, it gives us quick notificat 
of market moves and shows excellent market feel. Scandinavian Treasurer 


“Chemical moves quickly and offers excellent rates. The important thi 
18 that it,understands the needs of our industry. We have built up a 
relationship of mutual trust.” -German Treasurer D = i ей 






“Chemical has a fine combination of fundamental 
and technical analysis. ” Belgian Treasurer 
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Corporate Treasurers rank Chemical Bank Number 1 in Foreign Exchange | : 


. Number 1 in Foreign Exchange Forecasting* - 
| *Euromoney Corporate Finance Treasurers’ Top Team Survey, reported March 1987, _ 
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ase from 1.1% of total loans to 1.9% by the end of 1985. 
he authorities are still worried by the extent to which the 
nks have loans to the broad property sector and the 
ckmarket. Although lending secured by shares was 
ghtly down in 1986, at M$4.6 billion, total loans secured by 
hares as a percentage of the market value of those shares de- 
jorated from 70.4% to 85.7%. Similarly, bank lending to 
he depressed construction and property sector grew by only 
496, or M$796 million, last year, but the broad property 
ector — including individual housing — took 45.7% of the 
otal new credit extended by the commercial banks in 1986. 
More up-to-date figures for the interest in suspense in 
are keenly awaited, as most loans started going sour 
he second half of 1985. Owing to an inexplicable 
f heart by BN, however, the full extent might never 
nown: half way through last year, the central bank re- 
Jed its new regulation requiring banks to treat as non- 
rming, loans that had not been serviced for a continu- 
s period of 12 months. It is now left to the discretion of in- 
jual boards as to when to stop including unpaid interest 
income. 

.BN has stated that "almost all" financial institutions had 


































П” could mean anything from the tiniest finance com- 
ith total assets of M$8.1 million to the largest commer- 
nk with M$25 billion. Hundreds of millions could be at 


is is not just idle hypothesising. The largest bank is 
ink Bumiputra, which had to announce a M 290 million 
s for the 15 months to 31 March 1986 because of the 12- 
onth non-performing rule. Moreover, BN noted that most 

he increase in bad-debt provision was due mainly to 
e problem loans faced by just four banks. Without these 
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“nally above 1 


shareholder if it so needed. 

First to show signs of distress was United Asian Bank 
(UAB), forcing BN to underwrite a two-for-one rights issue 
in November 1986. BN ended up subscribing to 5976 of 
UAB’s paid-up capital, which will be held in trust for the 
original shareholders for a period of three years. UAB had 
announced massive losses on loans to the trading and man- 
ufacturing sectors that had gone sour. (There has been no 
suggestion of impropriety in the handling of these loans.) 

Then came Perwira Habib Bank Malaysia, with a rights 
issue in January this year totalling M$300 million. BN had to 
take up M$200 million worth of the shares, giving it a 49.476 
controlling stake in the bank. Perwira lost its capital due to 
alleged fraud and mismanagement by former directors and 
branch managers, and has lodged police reports. ooo; 0e 

Most recently, it has been revealed that the small Sabah 
Bank Bhd is in trouble and that BN is looking into its 1985 
and 1986 accounts. The bank is reported to have incurred 
losses of about M$100 million and at the last count — at the 
end of 1984 — had shareholders' funds of M$39.6 million. 

With the takeover of UAB and Perwira, the government 
now owns or controls no less than 7576 of the total assets of 
the commercial-banking system in Malaysia. It is a percent- 
age that the central bank would undoubtedly like to see low- 
ered, but it fears the consequences of handing back control to 
private individuals too hastily. *Monkeys cannot be allowed 
to take care of bananas," Hussein said recently. 
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By Liz Carver in Bangkok 

hree highs have added up to one low for Thailand's 
banking sector during the past year. The highs are real 
interest rates, deposit growth and liquidity. The low is 
ofits. Most banks saw their profits fall by 30% and more in 
86, with only a handful improving on their 1985 perform- 
ce. Projections of 5% or more real growth for the Thai 
onomy in 1987 aside, it is expected to be another difficult 
г for Ynost financial in- 


hree highs make one low 


| DEPOSITS AND CREDITS AT 
THAI COMMERCIAL BANKS 


has been able to borrow overseas at single-digit rates, 
undercutting domestic loan demand while increasing 
liquidity in the system to unprecedented levels. Deposit 
growth is forecast at about 12-13% this year, little 
changed from last year, with lending growth about equal. 
That may mean the liquidity position will not worsen; 
it probably also means it is unlikely to improve. 
Banks have as yet failed 

„Ло address the deposit side 
of the equation, which sees 
depositors getting real re- 

' "turns of 4-5%. For any one 
"bank to cut deposit rates 
might mean losing market 
. share to competitors — or 
to the chit. funds, whose 
popularity has ebbed in re- 
cent years. All'of this means 
¿that the focus has shifted 
from getting | deposits, 






















commendations, each bank 
makes its own policy deci- 
sions.) | 
The prime rate hovers 
@round 11.5%, and infla- 
tion is unlikely tp exceed 
3%. Meanwhile, a wide 
range of Thai companies . 




























which was what preoc- 
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Canplo is a major Italian Banking group that's becoming more and more international E 

The latest confirmation of this is the opening of a new representative office in Beijing 

Cariplo, with headquarters in Milan, linked on-line to more than 500 branches in Italy, 
is able to provide full banking and financial planning advice. Worldwide, Cariplo maintains 

relationships with over 1600 correspondents. 

The Beijing office, c/o Jianguo Hotel, Rooms 128-130, Jianguo Men Wai Da Jie, Beijing, 
Telex: 210287, Tel: 5003298, adds to our representative offices in Brussels, Frankfurt, 
Hong Kong, Madrid and Paris, and our branches in London and New York 
It's an important new location to keep you up-to-date with the world's economy 
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CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE 


The bank you can trust. 
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world of investment banking 


What gives us our edge? It's a combination of 


Talk is cheap 

The real proof of a bank's strength lies in its 
performance — in the actual deals it puts together. 

At Chase, weve been putting together 
impressive deals for years — from being the first 


characteristics no other bank has 
For starters, there's our sheer size and strength. 
No investment bank (or any other type bank for that 


U.S. bank to raise a domestic Swiss Franc bond 
issue, to the recently financed power project in the 
People's Republic of China. Fact is, our 
performance places us among the best in the 


matter) has both the customer and capital base that 
Chase does 
Add to that our fully integrated global network 


This is especially important with today's increasingly 9 
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IVC Finance B.V. 
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complex deals involving multi-national participants 

And then, of course, there are the Chase people 
People with expertise in all fields, from mergers 
and acquisitions, to swaps, trade finance, and 
electronic banking. People capable of working in 
partnership, with their clients and with one another 
A network of bankers able to work quickly to meet 
customer needs 

This total global banking capability that 
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louder than words. 





integrates size, international network. specialized 
industry knowledge and the broadest range of 
investment banking products is what sets Chase 
apart from other financial institutions around the 
world 

But, without execution, all of that would just be 
talk. If you want real proof of what we can do, just 
take a look at the deals we've put together 


They speak for themselves Е 
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THE BRITISH BANK OF THE MIDDLE EAST 
LOOKS AHEAD WITH CONFIDENCE. 


For more than ninety years now, The British Bank of the Middle East has 
been both proud and privileged to play its part in the continued economic 
development of the Arab world. 

It’s a period that has seen us develop 
an unrivalled range of financial services to 
meet the needs of the region. And invest in 
some of the most sophisticated information 
and communication systems in the world 
today. 

Staffed by highly motivated banking 
professionals, our comprehensive Middle 
East branch network is perfectly placed to 
help solve your banking problems both now 
and for the future. 
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tomers for the 
rest of 1987 and 
into 1988. 
Faced with 
such a gloomy 
outlook, Thai 
banks will be con- 
centrating on ser- 
vices rather than 
price competition 
— and are also 
likely to set their 
sights lower in 
seeking custom- 
ers. There is much 
talk of “quality” 
lending, but it 
will be hard to 
achieve. After all, 
the best com- 
panies can borrow 
offshore: seeking 
out good credit 
risks is going to 


Chiang Mai silk worker: rural-industry opportunities. 
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the first place. 
“The market is 
small, and con- 
sumers are not 
used to borrow- 
ing,” noted a 
banker. It also 
means re-training 
loan officers, 
most of whom are 
used to dealing 
with relatively 
sophisticated and 
large-scale cor- 
porate customers. 

The presence 
of foreign banks 
remains a limited 
one; only 14 now 
operate in Thai- 
land, with an esti- 
mated total 5% 





be harder work 
than it was in the early 1980s, when the local corporate cus- 
tomer was the bread-and-butter of banks. 

Smaller companies, trading firms, rural industry and con- 
sumer credit are all likely targets for banks' expansion. Pro- 
viding special services in such areas as foreign exchange or 
trade finance will be one tactic, especially for smaller local 
banks — which will have to compete with foreign banks for 
this sort of business. 

For some banks, the goal is to persuade smaller com- 
panies to borrow in the first place by locating projects at an 
early stage — some such firms have such modest financial 
needs that they can finance their expansion through cash 
flow. 

"Four or five years ago, lending was for big, capital-inten- 
sive projects," said one Thai banker. 
That might mean a 400-room hotel bor- 
rowing perhaps Baht 800 million (US$31 
million). There is less of this kind of pro- 
ject nowadays, and bankers have to con- 
centrate on selling their money to the 
country's small-scale industry, made up 
of plants which may only need Baht 20 
million to modernise or expand. Many of 
these projects are part of the garment or 
food-processing industries, with good ex- 
port prospects and steady foreign-ex- 
change earnings. “Great for the country, 
but you must go around finding 40 pro- 
jects" to lend the same Baht 800 million, 
said the banker. 


ing is by and large unattractive. 

Some set a minimum of US$5 mil- 
lion or so on an individual loan. Others 
consider handling a large number of 
smaller, lesser-known companies to be 
too risky, especially for foreigners. Yet 
others are still smarting over financial 
wounds inflicted by a number of corpo- 
rate failures over the past two years or so. 
(Foreign banks, of course, are not the 
only ones to have been hurt by corporate collapses — local 
banks have also suffered, and in addition, some are thought 
to have large amounts of doubtful debts to certain sectors 
such as sugar and rice.) $ 
* Some local banks are targeting areas such as hire-pur- 
chase and personal loans; again, the problem for loan officers 
is knowing the customer — as well as getting him to borrow in 


= or foreign banks, that kind of lend- 





Nukul Prachuabmoh. 





share of the mar- 
ket. Most have one branch (two in a few cases) in Bangkok. 
There is occasional talk that more banks (or more branches of 
current banks) will be let in. In mid-March, the Finance Min- 
istry and the Bank of Thailand (BoT, the central bank) jointly 
proposed some new guidelines for foreign-bank operations. 

The guidelines reject the idea of reciprocal banking 
privileges. Thai officials reportedly felt that the scale of 
foreign operations by Thai banks was so small (about 1096 of 
the size of an average foreign bank branch in Thailand), that 
reciprocal privileges were no advantage to Thailand. Only a 
limited number of new branches would be allowed, perhaps 
only one a year for the next five years. 

Overseas banks wanting a branch would also have to 
take over two or three of the 22 finance companies being 
managed under the government's 
lifeboat scheme — an idea brought up 
some three years ago by then BoT gov- 
ernor Nukul Prachuabmoh. The foreign 
banks would then have to increase the 
capital of each of the finance firms. The 
fate of the new proposal, and foreign 
banks’ ultimate response to it, are still un- 
clear. 

There probably will be one fewer 
local bank within the arena in the 
next 18 months or so, assuming all 
goes as planned, as 1987 will see the 
first steps taken towards merging two in- 
stitutions — the government-corftrolled 
Krung Thai and Sayam banks. ‘The latter, 
taken over by the government some two- 
and-a-half years ago, will see its branch 
network cut back. But the combination of 
the two may allow Krung Thai to regain 
its No. 2 spot (now held by Thai Farmers 
Bank). 

The merger will save the government 
money, as it will no longer be bearing the 
operating costs of two commercial banks; 
it will also end a situation where two 
government-held institutions compete 
against one another, 

Another bank which more recently ran into problems, 
Siam City Bank (REVIEW, 22 Jan.), has since seen a new 
share issue enthusiastically received by an estimated 12- 
14,000 shareholders following a BoT-ordered capital 
writedown. A new board of directors hag been installed, and 
a new president nominated: Som Jatusiitak, currently exe- 
cutive vice-president of Berli Jucker Co. 
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With this book Anthony Rowley, one of 
ja’s most experienced financial journalist 
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Asian stock markets." 
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PHILIPPINES 


Having survived, 
the time has à 
come for growth ... 


By Jose Galang in Manila 
fter surviving a severe liquidity crisis over the past 
A three years, the Philippine banking system is starting 
to gear itself up for better times, owing to improved 
prospects for the economy. The recent resolution of the 
country's debt-rescheduling with its foreign-bank creditors 
has also provided a boost. 

Until the middle of 1986, there were widespread fears that 
the squeeze on liquidity would lead to the collapse of even 
some of the big commercial banks. But thus far, the 14- 
month-old government of President Corazon Aquino has 
had to order the closure of only one bank — that of Piso 
Development Bank, a medium-sized thrift bank which be- 
came insolvent following a rash of deposit withdrawals. 

After the financial crisis in late 1983, many of the tradi- 
tional borrowers had been either denied further loans by the 
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(US$4.6 billion) at end-1985, representing expansion of 
about 13% from the year before. For many of the banks ex- 
periencing increased costs of operations, that level of liquid 
assets could prove to be more of aburden that has to be offset 
by increasing their own charges to customers. 

Interest rates on savings deposits have been at a low 3.5- 
4% since March. Some of the big banks have also stopped 
paying interest on savings balances below 25,000. Others 
impose 


savings continue to be above the inflation rate (there was ac- 
tually deflation of 0.59%, on average, іп the first quarter of 
1986). 

Most banks have been extremely cautious in their lending 
during the past three years. Signs of a recovery in domestic 
demand could lead to a shift in this attitude, though. The re- 
covery is mostly induced by increased spending in rural infra- 
structure projects and in the housing sector, under a govern- 
ment pump-priming programme for the economy. 

The pump-priming scheme is already yielding results. A 
recent survey by the Philippine Chamber of Commerce and 
Industries showed increased sales in 18 of 21 key industries. 
Consumer-oriented enterprises, such as garments and elec- 
tronics producers, were said to be leading the revival. 

However, some bankers say that with much of industrial 
capacity still idle — capacity utilisation until late last year was 
around 60% — financing was mostly for raw-materials pur- 
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banks or avoided new obligations, owing to weak domestic 
demand over the past three years. Some of the leading com- 
panies had also been more accommodating in extending credit 
to clients, effectively depressing demand for bank finance. 

The budding economic recovery — in the fourth quarter 
of 1986, GDP grew by 3% on an annual basis, reversing de- 
clines of 6.8% in full-year 1984 and 3.8% in 1985 —is starting 
to perk up demand for bank borrowing again. A sustained re- 
covery should ease the pressure on the banks, many of which 
are already feeling the effects of increased overheads on pro- 
fitability. 

Rising démand for bank loans has already become evident 
in increased interest rates, In the first week of April, banks 
were quoting prime rates of 14-15%, compared to 9-11% 
since the start of the year. Regular borrowing rates had also 
risen in early April to 15-17%, from a range of 11-14% early 
this year. 

The Bankers Association of the Philippines estimates that 
total liquid assets of the leading commercial banks (excluding 
the state-owned Philippine National Bank, which is currently 
under a rehabilitation programme), had reached P95 billion 


Aquino; Philippine Veterans Bank: Fernandez: times, new challenges. 












. 
chases. The more substantive financing requiremefits (for 
capital-goods acquisition and inventory build-upJ: will come 
only after this idle capacity gets on line again. 

As increased opportunities arise for the banks, however, 
the monetary authorities continue to pursue reforms to re- 
store stability in the financial system. When Jose Fernandez 
took over as governor of the Central Bank of the Philippines 
at the height of the financial crisis in January 1984, he im- 
mediately made known his bias for more mergers and con- 
solidations among financial institutions as a way of 
strengthening the financial system. A few takeovers of small 
thrift banks by the leading commercial banks followed, 

Doubts have been expressed about the viability of this po- 
licy. For instance, a recent report by the World Bank, which 
periodically conducts a survey of the Philippine economy, 
said that such a policy “may alleviate short-run problems, but 
it does not address the long-run structural weaknesses of the 
financial system. . 

“An analysis of commercial banks’ кесе indi- 
cates that bigger banks are not necessarily more stable than 
smaller ones. By reducing competition, current regulations 


nalties on current-account monthly average bal- ' 
ances of less than 210,000. Nonetheless, interest rates on — 
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will, in the long run, adversely affect the efficiency of the fi- 
nancial system,” the World Bank said. 

Fernandez’ own role in some of the recent mergers has 
also come under attack. The most controversial case has 
been the takeover of (closed) Pacific Banking Corp. by Far 
East Bank & Trust Co., which was formerly headed by Fer- 
nandez. Pacific Bank employees had questioned the deal 
through the government ombudsman's office, though Fer- 
nandez maintained that it was above board and that it was 
reached only after other banks were invited to bid for the 
troubled bank. A rehabilitation programme for Pacific 
Bank, which would have involved fresh investment from the 
Bank of Hawaii, was scuttled after the foreign bank got à 
closer look at Pacific's books. 

A more severe blow to Fernandez' crusade, however, has 








been a Supreme Court injunction in late March restraining 
the central bank from further proceeding with the liquidation 
of bankrupt Philippine Veterans Bank (PVB). Liquidation 
of PVB was, at mid-March, some 25-30% achieved. 

PVB was one of the banks that received central bank 
emergency advances during the 1983-85 financial tremors. 
The others included Pacific Bank, which got P2 billion; Al- 
lied Bank, P3 billion; Manila Bank, P3 billion; Producers 
Bank, P2 billion, and Banco Filipino, P3 billion. PVB itself 
claims to have received only 2.60 million worth of assistance. 

The central bank has stopped issuing its own high-yielding 
debt instruments, which in 1985 were used to sop up what had 
then been described as excess liquidity in the system. The 
central-bank bills carried interest rates of close to 40%, 
which effectively discouraged investment in productive en- 
terprises, which faced low demand and profitability in any 
case. In mid-March, Fernandez told the REVIEW that the 


——À 





Back to the basics 








reopened its | window on 25 
March, for lending to housing projects 
and agricultural and small and 





me to rationalise opera- 

rations of state-owned financial in- 
stitutions, notably the Philippine Na- 
tional Bank (PNB) and the Develop- 
ment Bank of the Philippines (DBP), is 
proceeding well. By trimming down 
their asset bases and improving effi- 
ciency, PNB reduced its losses in 1986, 
while DBP has recently opened its 


lending windows again. 
Also has been 


, progress 
made towards the privatisation of six 
agenci тў E 
ous ernment es. The 
Dicks were taken over at the behest of 


associated with Marcos. 
The need to streamline operations 
of the government banks became 


more nounced after estimates 
pointed to a dou of assistance to 
them, to P23 billion (US$1.12 billion), 


by 1987. Budgetary support to these 
institutions наса al rewind P500 


million in 1980-83 and jumped to 
P10.3 billion (or 1.7% of GNP 

1985. Much of the support was due to 
their hqavy load of non-performing 


assets. 

PNB's total assets now stand at 
some P35 billion, compared to P79 
billion at mid-1986. No río 


in 1985. It is now a of 
jo Pins seat. The 19 


P46 million this year. 986 


during the 
first half of the year; the broke 
even in the second half. 

On the other hand, DBP now has 
an asset base of P9.7 billion, 
transferring 276 billion-worth of 

Ip assets. It recorded 
of P pillion in the second 
of 1986, compared to a loss of 


around P1 billion the year before. For 
1987, it is forecasting a profit of P420 
million on gross revenues of P1.2 bil- 
lion. 

The government institutions are 
being redirected to their original ob- 


jectives — providing credit for agricul- 
ture and small and medium industries 
which are normally avoided by private 
institutions. 

PNB and DBP have, in practice, 
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competed in function with private in- 
stitutions and might have even hin- 
dered the latter's development, the 
World Bank noted in a recent report. 
Prior to the rationalisation scheme, 


have 
mobilising — of small savers, 
“since about 80% of its deposits came 
from accounts of P2,000 or more." 
On the other hand, DBP's re- 
sources “did not come from mobilising 
small savers and the majority of its 
loans went to large enterprises which 
could have probably obtained priv 
sector funding had their projects been 
viable," the bank said. DBP 


medium industries. 

Part of the government now 
towards these Institutions includes no 
extension of special privileges, includ- 
ing special tax treatment and access to 
government deposits above working 
balances. Officials from the institu- 
tions told the REVIEW that they no 
longer receive calls from top govern- 
ment officials instructing them to 
expedite loan applications of some in- 
dividuals. 

As to the six state-controlled com- 
mercial , Associated Bank, 
which is owned 97% by DBP, appears 
to be closest to reaching an agreement 


with ve buyers. The xe d 
kong-based p First Pacific (whi 
is tied with Indonfsia's Liem 


Sioe Leong group), is facing competi- 
tion from the bank's former owners 
(led by businessman Leonardo Ty) for 
the purchase of the bank. First Pacific 
had offered P420 million for the bank; 
this was matched in late March by the 
Ty group. 

American Express Bank of the US 
had already acquired 40% of Interna- 
tional Corporate Bank, which is under 
the control of the National Develop- 
ment Co. The central provident fund 
for government employees, Govern- 
ment Service Insurance System, on the 
с hand, owns Commercial Bank of 

anila, which is being sought by the 
First National Bank of Bouton. Part of 
the sale would be through the pur- 
chase of about US$30 million in loans 
in the Philippines under the govern- 
ment’s debt-to-equity p mme. 

Other state banks now being consi- 
dered by foreign buyers are Pilipinas 
Bank (which is being sought by ove 
Japanese institution and a | 

up); Union Bank of the es 

sought by a Si and a Lon- 
don group), a epublic Planters 
Bank (which a group of local sugar 


planters and millers want to acquire). ¢ 


— Jose Galang 
. 











central bank had no plans to resume — in the immediate fu- 
ture — the flotation of high-yielding debt instruments. 

Yields on treasury bills, also a major source of fixed in- 
come for banks in recent years, have declined substantially, 
too. At the latest auction, in the first week of April, bids for 
91-day bills ranged from 11.6-12%, down about 70 points 
from rates in the previous auction. The government has re- 
duced by 15% — to P5.5 billion — the amount of treasury 
bills put on offer each week. 

For the banks, that means the removal of a source of fixed 
income and calls for more creativity in lending. One of the 
more promising areas is agriculture, which is getting the bulk 
of the Aquino government's attention. Banks are now just 
starting to look more favourably at agri-business ventures 
which they previously avoided because of the risks involved 
in such undertakings. 

A recent World Bank observation on high intermediation 


Holding on tight 
and hoping for 
better times 


By Vaudine England in Jakarta 


ith the Indonesian economy in 

W recession, the country's banks are 

concerned about maintaining their 

sition, minimising inevitable losses and 

oping for deregulatory moves which could 
lead to new business. 

Recent experience, especially of the state 
banks (which account for 80% of the sector's 
business), haf shown that as state companies 
begin to flounder it is the banks that are call- 
ed in to help. Rumours currently circulating 
suggest two new large loans may be called 
for to support local purchase of aircraft 
made by Industri Pesawat Terbang Nusan- 
tara (IPTN) — Research and Technology 
Minister Habibie's aircraft plant in Ban- 
dung — and for Habibie to buy torpedoes 
for the navy. "Bankers are hiding behind 
trees to avoid those," said one source. 

Accumulation by the state banks of fail- 
ing private firms continues, too, in accord- 
ance with their stated function as agents of 
development. While foreign banks are im- 
mune from such pressures, bankers would 
like to know the extent and techniques of such off-balance- 
sheet deficit financing as may be going on. 

The fear is that, under the austerity budget that came into 
effect on 1 April, the inability of the state to assist weaker or- 
ganisations will continue to drain funds available in the bank- 
ing system to underpin more dynamic firms. Private banks, 
including the 11 foreign banks based in Jakarta, are busy up- 
grading their portfolios, meaning that established, quality 
borrowers continue to find willing bankers. It is risk capital 
that is missing. 

"Country ceilings on lending are not the issue," explained 
one banker. “The issue is credit quality, and that has cer- 
tainly deteriorated. The standards are there, there are just 
far fewer people able to meet them." American banks in 
Particular are lessening their exposure and replacing their 
business developers with credit controllers in an effort to 


tighten up. 
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costs in the Philippines should also affect the monetary au- _ 
thorities’ policy decisions. In the Philippines, the World 
Bank said, there are implicit and explicit taxes on intermedi- 
ation. The implicit taxes include high reserve requirements, 
forced investment in agrarian-reform bonds, and inflation. | 
There is an explicit tax of 5% on gross receipts and a tax on — 
profits. The World Bank reckons that “with no taxes on in- | 
termediation real lending rates would have been 7.2% in *| 
1985 as opposed to 11%.” "Эм 

Taxation on financial intermediation, which has been his- | 
torically high in the Philippines, further increased in the | 
1983-85 period. Since these taxes increase the cost of inter- | 
mediation, the World Bank said, they are reflected in higher. | 
bank spreads. Recent government moves tended to take | 
these observations into account. 


Highlighting the problems this causes for banks looking to T 
make a profit out of Indonesia is the fact that the top-per- 
forming foreign bank in Jakarta for 1986, Bank of Tokyo, re- | 
corded near equilibrium between returns on investment and | 
the cost of funds. The profit arena is still primarily that of | 
foreign-exchange management. : 

Coupled with the problem of finding a quality borroweris | 
the serious lack of security for banks wishing to recover on 
loans made. No banker was able to tell the REVIEW he had | 
faith in the legal system here. There are many cases of years 
spent in court in an effort to recover a loan dating back to, for | 
example, the late 1970s. " 

Careful negotiation with the borrower is still the only way f 
to retrieve money effectively and this can be | 
a highly complex and expensive procedure, | 
"It is prudent to avoid legal proceedings for | 
as long as possible," said а foreign banker. — | 

Combined with lower-quality borrowers | 
and more troubled loans is the growing ten- 
dency to tighten margins on bank business, — 
Interest rates are high and probably will be | 
moving higher; but with estimates of loan re- 
covery placed as low as 30% of a bank's | 
portfolio, insurance costs can be high. 

A major uncertainty for bankers remains 
the strength of the rupiah. Even with the | 
most recent devaluation (September 1986), | 
a large capital outflow over the new year still | 
ould not be avoided. There are various ex- | 
planations for the outflow of US$1.8 billion 
from Jakarta in late December, one being 
that Japanese businesses — which close for 
two weeks at that time — were seeking to - 
cover the positions they left open sinee the | 
devaluation. Bank Indonesia (the central | 
bank) estimates that US$1.2 billion came | 
back into the country soon after, but the 
- market's volatility was underscored. i 
Of greater import to the financial community was the 31% 
devaluation itself, coming as it did just one month after Presi- 
dent Suharto had denied the possibility. Promises were made 
at the time of devaluation that it was a precursor of further 
deregulatory efforts throughout the economy. But, while 25 
October 1986 saw a new package of measures — including 
import-duty cuts, new tariffs, relaxation of foreign-exchange 
limitations and some relief for foreign-investment companies | 
— it was clearly another case of too little, too late. { 

Instead of dampening speculation about the country’s fi- | 
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nancial direction, a hitherto unknown level of debate began 
in the final quarter of 1986 over presidential commitment to 
change. At the core of that debate is the holding of 
monopolies by privileged groups which, among other thing$, 
stifle a whole middle range of entrepgeneurs who might |а 
otherwise be more active in the market. 

Bankers are keen for deregulation, too, but primarily of 
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the capital market 
and their own op- 
erations. For sev- 
eral years there 
has been talk of an 
imminent banking 
law which would 
set standards for 
capital adequacy, 
for example, and 
define the roles of 
various banks and 
financial institu- 
tions. Apparently, 
a banking law has 
been drafted and 
was to reach parlia- 
ment after April's 
eneral election. 
raft laws on in- 
Surance, pension 
- funds and leasing 
are similarly said 
| tobe imminent. 
With the capital market perpetually moribund — owing 
- primarily to the tax exemption on interest from time depo- 
“sits, along with rules against foreign participation and 
“stringent entry requirements — some bankers maintain 
- rupiahs flee the country because of a lack of investment op- 
portunities at home, rather than a lack of faith in the currency 
itself. 
Nor do foreign bankers have many options. They are still 
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restricted to the 
Jakarta city area 
with the exception 
of providing ex- 
port finance to 
firms based out- 
side town. But 
fewer banks have 
taken up this op- 
tion than was 
^ mor . hoped owing to 
` -— the marginal pro- 
€ fits to be made. 
Swap limits have 
been abolished, 
with swaps be- 
coming more ex- 
pensive; but at 
8% they are still 
cheaper than 
purely commer- 
cial rates. The only 
significant project 
financing possibil- 
ity so far this year 
is the construction 
of a new liquefied natural gas train for deliveries to Taiwan, 
with Chase Manhattan fighting Japanese banks for the spoils. 
Meanwhile, a new regulation was issued recently seeking 

to further define Jakarta city limits for foreign bankers. The 
regulation says that if 51% of a manufacturing or trading 
business occurs within the city limits, then foreign banks may 
lend 100% of any advance, without local syndication. (This 
compares to the standard 25% of any loan which had to be 










New players in a tough environment 


By Hamish McDonald in Sydney 


slowing domestic economy has provided a tough en- 
A vironment for the host of new banks and merchant 

banks opening shop in Australia over the past year. It 
has hastened the inevitable shakeout of contenders for this 
medium-sized market. 

Growth in financial intermediation slowed in 1986 after a 
burst in 1984 and 1985 amid buoyant economic conditions 
and a heady post-deregulation atmosphere. Borrowing by fi- 
Nancial,institutions rose 9.5% , compared with 15.6% growth 
in 1985, amg lending and credit was up 19%, compared with 

23.3% the year before. 

Leaders and stragglers in the financial sector began to 
separate even as 11 new banks and 34 merchant banks began 
operations in 1986. By sector, the new private banks showed 
the strongest growth in lending — up 114.7% — though 
much of this was simply a transfer of loan portfolios from pre- 
vious merchant-banking units. Merchant banks also in- 
creased lending by a strong 33.5%. 

The Big Four domestic banks — Westpac Banking Corp., 
Australia and New Zealand Banking Group, National Aus- 
tralia Bank and the federal government's Commonwealth 
Bank of Australia — maintained their dominance, with a 
9.9% lift by their trading-bank arms. Savings banks (which 
also are dominated by the Big Four) increased lending by 
15.195 as a federal government subsidy pulled housing fi- 

nance out of a bad slump early in the year. 

* The dark-horse sector proved to be the four state-govern- 
ment-owned bankse— in New South Wales, Victoria, South 
Australia and Western Australia — which have the benefits 
of government backing, some preferential status in their own 








state and freedom of supervision by the Reserve Bank of 
Australia (RBA, the central bank), though they do try to 
conform to RBA prudential standards. These banks lifted 
lending by 19.5% in 1986. 

In particular, the State Bank of NSW and the State Bank 
of Victoria have won 
greater market share by 
an entrepreneurial ap- 
proach to corporate lend- 
ing and well-marketed re- 
tail banking operations. 

A slump in purchases 
of consumer durables has 
hit the finance companies 
hard, with lending virtu- 
ally static and borrowing 
down slightly in 1986. 
Building societies, de- 
spite being cleared to ex- 
tend from . traditional 
housing finance into per- 
sonal and small-business 
loans, continue to disap- 
pear from the Australian 
scene as a result of mer- 
gers to cope with di- 
minishing margins or ac- 
quisitions by new banks 
eager to buy а ready- 
made customer base.  * 
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nave been allowed to concentrate on becoming commercial 
| entities for the first time, but the amount of change (struc- 
tural and attitudinal) required is phenomenal. 
^Bank Negara Indonesia ^46 is the largest bank and the one 
“furthest along the road of reform. Compilation and com- 
puterisation of a database is under way, along with extensive 
training and reorganisation. While it has been suggested that 
the development function of state banks be syphoned off into 
ће state development banks, the proven inadequacy of these 
channels in administering funds has given the proponents of 
this idea pause. 








Among. the 17 new foreign banks invited to apply 
for licences by Treasurer Paul Keating in 1985, only a hand- 
ful have persisted with plans for extensive retail opera- 
tions. These аге. Royal Bank of Canada (in partnership 
with the National Mutual insurance group), Chase Manhat- 
tan (in partfership with the Australian Mutual Provident 
Society), and Citibank — which as well opening their 
own branches will use counters in related or contracted 
insurance offices, medical-insurance chains and building 
societies. i 
. Hongkong and Shanghai Banking Corp., Standard 

Chartered, Barclays, Lloyds and. the Bank of China are 
proceeding with more. selective retail outlets. Deutsche- 
;bank, Mitsubishi Bank, Bank of Tokyo, Bankers Trust and 

| Oversea-Chinese Banking Corp. (which listed its local 
Bank of Singapore Australia), have fairly token retail ef- 
forts. 

Bank of America, which has the retail chain Coles-Myer 
as local partner, abruptly dropped its plans for an extensive 
retail network and will concentrate on investment and corpo- 
ate banking, as will Industrial Bank of Japan. Morgan 

Guaranty has not yet taken up Keating's invitation to apply 
fora banking licence and will not say whether it plans to do 
so. 

-Heavy start-up costs, including lavish salaries resulting 
from intense body-snatching of staff, have held back profits 

for the more retail-oriented new banks. The existing retail 
banks have.been consolidating operations to cut their costs, 
after lacklustre profit growth in the year ended 30 September 

1986 (except for the Commonwealth and the state banks, 

which had much ground to catch up). Continuing pressure on 
| margins in a high-interest-rate environment, a need:to make 

a substantial increase in provisions for bad and doubtful 
loans, anda rise in the corporate tax rate from 46% to 49% in 

¿y July are factors bearing down on profits this year and the 








lenge facing the:country’s state banks. Since 1983, they — 
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Published by Far Eastern Economic Review 
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Westpac's foreign-exchange dealing room: a lively market. 











overheads. Bankers Trust Australia increased net profit in 
the 11 months to November 1986 to A$34.2 million (US$24.3 
million) from A$22.2 million in the full 1985 year (its last as a 
merchant bank, and before changing its reporting period to 
conform to that of the US patent) Among merchant banks, 
Security Pacific Australia lifted profit nearly three times to 
AS9 million in calendar 1986. 

Over the past year, institutions have generally diversified 
further away from conventional deposit taking and loan mak- 
ing. Assets showed a sharply increased weighting to bank-en- 
dorsed or -accepted bills, particularly in the first half of 1986, 
when the cost of bill finance fell relative to overdrafts, when 
large slabs of money were needed for major sharemarket 
transactions and when banks were anxious to reduce deposit- 
backed lending to minimise costs in maintaining low-interest 
statutory reserve deposits (SRDs) at the RBA. 


their reliance on foreign sources. Again, the SRD re- 

quirement on local deposits was a disincentive, but 
positive influences were the consolidation of a substantial 
Australian dollar sector of the Eurobond market, largely 
swap-driven and thus giving Australian institutions a source 
of hedged funds well below domestic borrowing rates. In ad- 
dition, new banks used injections of capital from parents, 
and some merchant banks guaranteed by their parents were 
able to tap wholesale funds in-house from overseas. 

Fee-earning services and securities trading are increas- 
ingly the staple of merchant banks, replacing their traditional 
function of borrowing short-term and lending medium term. 
The final dropping of limits on ownership of stockbroking 
firms by the newly combined Australian stock exchanges 
from 1 April this year will see a closer merger of investment 
banking and securities trading. 

The lively foreign-exchange market — based on a daily 
trade in the Australian dollar of about A$10 billion lo- 
cally and a further A$5 billion overseas, making it the 
sixth or seventh most actively traded currency in the world 
— is dominated by the Big Four domestic banks, plus Bank- 
ers Trust, Citibank and Hill Samuel affiliate Macquarie 
Bank. 

In parallel with central bank counterparts in Britain and 
the US, the RBA has broadened its supervisory scan on the 
activities of licensed banks, as more of their business moves 
off-balance-sheet. With the growing tangle of swap and 


О п the borrowing side, institutions greatly increased 





other obligations, it has been devising new capital-adequacy 
standards which are expected to be similar if not identical to 
those proposed in a recent paper by the Bank of England and 
the US Federal Reserve, based on formulas converting such 
instruments to credit equivalents. 

Requirements for banks to provide against such items 
could give the unsupervised merchant banks some advantage 
in cost of funds, though the central banks have said they will 
consider the competitive aspects before applying new stand- 
ards. Australian banks are particularly anxious to see the 
Bank of Japan join the push for uniform standards in this 
area, so that banks under its supervision do not escape this 
new handicap. 

Meanwhile, the slowdown in growth of the financial sec- 
tor has relieved pressure on bank gearing somewhat. Austra- 
lian banks had only a few months to take advantage of the 
RBA’s loosening of its definition of capital and tap the per- 
petual floating-rate note (PFRN) market before it collapsed 
late last year. Among those to get in smartly were Westpac, 
with an issue for US$500 million launched the same day as 
the RBA announcement. With the surplus of market value 
for property over book value and provision for doubtful debt 
(also newly recognised by the RBA), this topped up share- 
holders’ funds to give Westpac a healthy 7.36% ratio of capi- 
tal to its A$60.7 billion assets. 

(The Westpac PFRNs, incidentally, figured in yet another 
twist to the securities market when Morgan Guaranty de- 
vised an ingenious method of refloating the paper, by creat- 
ing a company called Pacific Securities Ltd to purchase 
Westpac PFRNs with money raised by its own 15-year note 
issues.) 

Thus, comfortable for the next two years or so, Westpac is 
unlikely to move ahead with its long-mooted share issue in 
New York, particularly as it would be required by US listing 
requirements to expose more details of its operations than in 
listing in Australia, London and Tokyo. 

Refining its recently acquired gold bullion and US Treas- 
ury bond trading arms, its now fully owned stockbrokerage 
Ord Minnett, drawing merchant banking arm Partnership 
Pacific closer, and adding investment advice to its extensive 
retail branch network, Westpac is out now to boost earnings 
per share rather than seek growth for its own sake. This 
search for quality and higher returns by Australia's larg&t 
bank is, in varying degrees, being pursued by other institu- 
tions all down the line. H 
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eem securities business, merchant banking 
and consulting, contact Mitsui - first and fast. 




















| Mitsui is best organized to respond fastest to customer demands i in | 
the era of global business and finance. 
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Rabobank. Your partner 
for business 
withthe Netherlands. 


Rabobank Nederland, with 
offices in Singapore, Hong Kong and 
Jakarta, provides a personal service 
to companies with trade relations in 
the Netherlands. 


Rabobank is an “AAA”-rated 
Dutch cooperative banking 
institution with total assets of 
U.S. $ 65 billion. It ranks among the 
largest banks in the world. 


Rabobank - with 2300 offices in 
the Netherlands - derives its strength 
mainly from its dominant position in 
the domestic market, especially in 
Dutch agriculture and agribusiness. 


Кью deep involvement in 











these particular sectors of the 

Netherlands - the world’s second 

largest agricultural exporter - 

provides a sound knowledge of inter- 

national financing. 

So. when considering a bank to 
introduce you to the Netherlands, or | x 
elsewhere in the world, why not Rembrandt country is Rabobank country. The country where traditions of 
. excellence continue to flourish. 

consider Rabobank. 
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NEW ZEALAND 


Enormous changes 
in a formerly 


staid marketplace 


By Colin James in Wellington 


nternational entrepreneur Ron Brierley assumed the 

| chairmanship of Bank of New Zealand (BNZ) on 1 April. 

That move symbolised much of the enormous change that 
has occurred in New Zealand banking of late. 

Brierley is New Zealand's best-known businessman. In 
the past half-decade he has become almost a cult figure, as his 
company, Brierley Investments Ltd, has climbed to the top 
ofthe corporate tree, measured by capitalisation. He has also 
won increasing international recognition, not only in Austra- 
lia — where his offshoot company, Industrial Equity Ltd, 
is among the top three 
firms — but also in Hong- 
kong, the US and Вп- 
tain. 

For staid, timid New 
Zealand business, thrust- 
ing — entrepreneurialism 
within the country was five 
years ago a novelty to be 
remarked upon, but is now 
rapidly becoming the 
hallmark. So, too, is the 
internationalisation of 
New Zealand business. 

Banking is now part of 
both. 

On 1 April, legislation 
came into forte sweeping 
away constricting rules 
which had applied for de- 
cades. From that date, any 
institution with capital of 
NZ$30 million (US$17.3 
million), a history in depo- 
sit-taking and of good 
business and financial 
standing, is entitled to join the four trading banks, a savings 
bank run by the Post Office and 12 regional trustee-savings 
banks, as "banks." 

By 1 April, 10 groups had applied. Prominent among 
them were NZI Financial Corp., a subsidiary of the multina- 
tional New Zealand Insurance group and owner of Marac, 
one of the main high-street retail finance houses; National 
Australia Bank (Australia's third-biggest retail bank and 
owner of the other main high-street retail finance house, 
Broadbank), and Citicorp of the US. These plan to be full re- 
tail bankers. 

Others include overseas institutions such as Banque In- 
dosuez, Barclays, Wardley and the Canadian Imperial Bank 
of Commerce, as well as New Zealand's Main Corp. 

Up to 10 other applications are expected, possibly from 
among Australia's AMP Financial Corp. and Elders, Bri- 
tain's National Westminster Bank, the US' Security Pacific 
and Bankers Trust, and locals National Mutual Insurance, 
state-owned Delevopment Finance Corp. — newly regis- 
tered as a limited-liability company — and the Countrywide 
Building Society. 

* The caution about getting into full retail banking was well 
founded. The bank legislation brings close to completion a 
radical programme a deregulation initiated by Finance 
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Minister Roger Douglas since his government’s election in 
July 1984. This has improved the efficiency of the finance sec- _ 
tor, removed protective walls around sub-sectors and 
prompted a much more aggressive and competitive — and 
more efficient — response from institutions each of which 
used to have their own secure niche. 

Interest rates are free of control, beyond a tight liquidity 
regime administered by the Reserve Bank, the central bank. 
Accordingly, with inflation having run persistently in the 10- 


18% range for three years and with demand strong, interest | 


rates have been consistently high — in early April, 90-day 
commercial bills attracted some 25%, and five-year govern- 
ment bonds about 17-18%. 

Likewise, there is no foreign-exchange control, and the 
New Zealand dollar floats free of government or Reserve 
Bank intervention. This has both encouraged foreign money 
in to take advantage of the high nominal interest rates and 
encouraged New Zealand corporations increasingly to fund 
part of their portfolios — and often all of purchases of forei 
companies and assets — overseas. This in turn has kept the 
New Zealand dollar close to its pre-float level. 

The formerly wholly state-owned BNZ — the only wholly 
New Zealand-owned trad- 
ing bank — bolstered by 
an issue of shares to the 
public equivalent to 30% 
of its capital, has expand- 
ed aggressively into Aus- 
tralia and turned its Hong- 
kong agency into a full de- 
posit-taking. operation, 
with the aim of becoming a 
significant Pacific Rim 
bank. 

A measure of the new 
spirit is that hard-selling to 
high networth individuals 
in the newly liberalised 
Australia market doubled 
the bank's deposit base in 
six months in 1986. It has 
bought the retail side of 
the small Australian Bank 
in Victoria, Western Aus- 
tralia and Queensland. It 
achieved some  promi- 
nence as backer of 
Equiticorp’s bid at the 

centre of the takeover wrangle. And in Hongkong, it 
emerged from obscurity as joint lead manager of a US$200 
million loan for Carter Holt Harvey. 

Once-ponderous BNZ was at the centre of a прес. 
tacular move overseas when іп December 1986 it joined 
Brierley and merchant bankers Fay Richwhite in equal 
shares in European Pacific Investments, listed on the Luxem- 
bourg stock exchange and operating out of Hongkong, serv- 
ing primarily European financial markets. 

By the time of that move, BNZ and the rakish Fay 
Richwhite — itself a significant player on the Australian mar- 
ket — were well acquainted through lead sponsorship of the 
New Zealand challenge for the America’s Cup yachting con- 
test, a sponsorship which attracted to BNZ NZ$200 million 
in short-term special cup bonds. 

This sort of innovative marketing was emulated by the 
other three trading banks as they clawed back some market 
share from previously more aggressive newer players in the 
retail — if not quite “banking” — market. In turn, one of 
those players, the United Building Society, teamed up witha 
real-estate agency to strengthen its home-mortgage niches 
Another, Countrywide, is teaming up with the Bank of Scot- 
land to strengthen its retail-banking activities. 

The upshot is that at the retail end, New Zealand is proba- 
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bly now overbanked. Some shakeout appears inevitable over 
time, with most eyes on the (newly corporatised) former gov- 
ernment department Post Office Bank and the trustee banks, 
nine of which have formed themselves into a national 
cooperative — though without the biggest, the Auckland 
Savings Bank, among their number. 

This has caused concern among some observers, who 
worry whether the government has built adequate safeguards 
against failure into its new, permissive legislation. Protection 
for the public has been left to prudential surveillance by the 
Reserve Bank, which is inexperienced in such activity. 

It is charged with monitoring the financial condition and 
risk exposure of financial institutions and conducting regular 
consultations with them, with wide powers to search banks’ 
books — but it is empowered to intervene only to “maintain 
public confidence in the financial system” and thus, accord- 


е я А, 
The Reserve Bank: a tight-liquidity regime. _ 
ing to Associate Finance Minister David Caygill, will do so 


only if one of the larger institutions is in serious financial dif- 
ficultigs. The National Party opposition in parliament has 


said it Id strengthen the surveillance provisions. 

Another fraught question surrounds the rapid develop- 
ment of EFTPOS — electronic funds transfer at the point of 
sale. In March, not much more than a year after its launch, 
there were 1,200 EFTPOS terminals in operation, handling 
30,000 transactions to a value of NZ$750,000 a week, a signi- 
ficant amount for a population of slightly more than 3 mil- 
lion. 

A total of 10 cards, including some credit cards, now ope- 
rate on the system; but all without legislative safeguards. 
After long delays by the banks in producing a code of prac- 
tice, Minister of Consumer Affairs Margaret Shields pro- 
duced her own, modelled on Australian legislation. This has 
now been agreed upon with the Bankers’ Association, but 
details are not yet available. 

Meanwhile, the banks have unbent in one other area — 
the provision of clearing services to new banks. The trading 
tanks jointly own their own highly efficient clearing house, 
Databank, omer and access to which they have jeal- 
ously guarded. But this year they have set up an additional 
clearing house to provide that access. 








PAKISTAN 


Mixed results 
from a bold 
new order 


By Husain Haqqani in Islamabad 


Imost two years after the switch to Islamic banking, 

A Pakistani banks are finding it difficult to maintain high 

rates of return on deposits under the profit-and-loss 
sharing (PLS) principle of interest-free banking. 

Higher-than-desired liquidity, created by the State Bank 
of Pakistan (the central bank) through Pakistan's strict credit 
ceilings, has adversely affected the profitability of 
nationalised commercial banks. Although the five Pakistani 
banks posted decent profits during 1986, bankers believe 
they could have achieved better results without the State 
Bank’s restraining influence. 

The country’s banking regulations require scheduled 
banks to maintain 35% of their time- and demand-deposit 
liabilities in government securities, and most banks are 
forced to buy treasury bills in excess of their reserve require- 
ment because they cannot invest by way of advancing credit. 
The low return — of merely 6% — on treasury bills is seen as 
the main reason for the low yield on commercial banks’ in- 
vestments. 

Compared with profits on PLS savings accounts ranging 
from 7-7.8% declared during the second half of 1985, the rate 
of return for the six-month period ended 31 December 1986 
was 6.3-7.3%. The higher rates (7.8% in 1985 and 7.3% in 
1986), were offered by the two largest banks — Habib Bank 
and National Bank of Pakistan — while Muslim Commercial 
Bank, United Bank and Allied Bank offered the lowest rates 
of return. 

Foreign banks operating in Pakistan once again beat their 
local counterparts by offering higher rates of return on PLS 
deposits, but their profit rates have declined considerabl 
since the previous year. Compared with Citibank’s low of 8% 
and Middle East Bank’s high of a 12% return on savings ac- 
counts in December 1985, the range of profits declared by the 
foreign banks in 1986 has been 8-9.5%. 

Foreign banks also complain of credit-ceiling restrictions; 
their ability to declare relatively higher profits than 
nationalised banks is accounted for mainly by their lower de- 
posit base. Some foreign banks have also taken advantage of 
the State Bank's concession — not available to Pakistan- 
based banks — to lend in excess of the credit ceiling in return 
for foreign exchange brought into the country. 

Despite bankers' criticisms, the State Bank has no inten- 
tion of easing controls on credit, which it says are designed to 
contain inflation. The government's monetary policies may 
have contributed to price stability — the consumer-price 
index rose by less than 5% last year. But as a result, the size 
of Pakistan's banking sector has remained much smaller than 
in most Asian countries. 

Pakistani banks have a total capitalisation of Rs 4.5 bil- 
lion (US$260.9 million) and their reserves in 1986 amount- 
ed to Rs 6 billion. Total bank credit in the country at the 
end of last year amounted to Rs 143.4 billion, which repre- 
sented an increase of almost Rs 21 billion over the previous 
year. 

This included Rs 11 billion advanced by banks outside 
their normal credit limits for the purchase of special govern- 
ment bonds issued to “launder” black money. After adjust- 
ment for the so-called whitener bonds, the increase in ban 
advances worked out to Rs 10.8 billion, just 9.6% more than 
the previous year. iue 
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Awide range of state controls are lifted to get Vietnam moving 


The capitalist road 


By Murray Hiebert in Bangkok 

he Vietnamese Communist Party 

has announced a series of new eco- 
nomic reforms calling for increased cash 
incentives for peasants and workers, an 
end to discrimination against private 
capitalists and a reduced reliance on 
central planning in order to stimulate 
the country’s struggling economy. 

The party’s central committee, 
meeting on 1-9 April in its second 


to set up a Soviet-style centrally planned 
economy. 

As an antidote, the plenum com- 
munique repeated earlier calls for shift- 
ing the economy to *economic account- 
ing and socialist business," meaning 
government-owned companies and fac- 
tories must charge real prices for their 

roducts and make profits. They can no 
onger depend on state subsidies. 


peasants should be paid more as an in- 
centive to produce. Rice farmers are to 
earn up to 40% profit over production 
costs. 

Agricultural tax rates and product- 
contract quotas, the amount of grain a 
peasant is required to sell to the state, 
are to be reviewed and “stabilised,” and 
farmers are no longer to be pressured to 
provide rice to the state beyond their tax 








lenum since the party congress last 
ecember, fend on the country's 
critical distribution and supply prob- 
lems. 

“Never before has inflation worsened 
so fast, prices increased so unexpected- 
ly, and the lives of wage earners and 
members of the armed forces become so 
much more difficult as last year," party 
chief Nguyen Van Linh said in a con- 
cluding speech to the plenum. 

Linh was elected to head the party at 
a congres in December after a 
groundswell of public criticism about 
the party leadership's handling of the 
economy. Linh is a strong advocate of 
applying more pragmatic policies, in- 
cluding increased material incentives, 
to stimulate Vietnam's economy. 

“Experieace has shown that once in 
the quicksand of bureaucratic cen- 
tralism and subsidisation, one will 
drown in it,” Linh told the central com- 
mittee. “Bureaucratic centralism” is a 
codeword for Vietnam's past attempts 


The central committee decided 





and quota obligations. 

The party leaders promised 
to try to return workers’ real 
salaries to the level of Sep- 
tember 1985, when a poorly 
planned currency change and 
salary rise prompted an infla- 
tionary spiral which pushed 

rices up ten-fold over the fol- 
owing 18 months. Bonuses and 
piece-rate wages are now to be 
used to reward hard workers 
“to partly overcome the charac- 
ter of egalitarianism and the ir- 
rationalities now in force,” the 
communique said. 

Moonlighting by govern- 
ment employees, who earn 
about Dong 800 a month (of- 
ficially US$10 but less than 
US$2 at the black-market ex- 
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The slow road to reform 


joe reforms introduced in mid-April are another attempt 
to tackle the economic crisis which has plagued Vietnam 
since the late 1970s. When the war ended in 1975, Hanoi 
moved quickly to reunify the country, collectivise rice fields 
and nationalise factories. As new wars erupted with neigh- 
bouring China and Cambodia, production in Vietnam drop- 
ped in every sector. 

By 1979, the country's economy was on the verge of col- 
lapse, and by the end of the year the party began to introduce 
market-oriented economic changes and reduce central-gov- 
ernment controls. A contract system was introduced for 
farmers which allowed them to keep what they produced 
above their quota obligations to the state. 

Grain production rose dramatically from less than 13 mil- 
lion tonnes in 1978 to 18.5 million tonnes in 1986. Last year's 
figures were 300,000 tonnes higher than those for 1985, but 
still fell 1.5 million tonnes short of the government's goal. 
Recognising that farmers need more incentives if rice pro- 
uction is to keep pace with the country's rapidly growing 
opulation, the central committee decided in April to pay 
ers more for their products and to review their tax and 
ota levels. 

Industrial production in the few years has slowly 
bed back to levels reached in the mid-1970s, but factories 




















still only operate at 50% of capacity. They lack competent man- 
agers, and the government, which for several years has had 
only enough foreign-currency reserves to cover two weeks’ 
worth of imports, lacks the funds to buy spare parts and raw 
materials from abroad. 

Two years ago, Hanoi granted factories greatef indepen- 
dence to make decisions. The April reforms allow factories 
to form joint ventures with foreign companies and to tap 
overseas Vietnamese as sources of capital to finance imports 
and fund expansion. For the first time, factories will also be 
allowed to hire overseas Vietnamese and foreigners to work 
as managers and advisers. 

The most recent reforms repeated calls for factories to 
make a profit and stop depending on government handouts to 
balance their books. According to official Hanoi statistics, the 
government faced a deficit last year of Dong 12 billion (about 
US$150 million), caused in a large part by the government's 
subsidies to state enterprises and government employees. 

The central committee is also seeking ways to increase the 
country's exports to reduce its foreign debt. In 1985, Viet- 
nam imported nearly US$1.5 billion worth of goods from 
socialist countries, but its exports totalled only about US$540 
million. According to Hanoi's figures given to the IMF, Vief- 
nam's debt to Eastern bloc countries rose from about US$3 
billion to more than US$6 billion from 1981-85. 

— Murray Hiebert 


















as also legalised. “Work- - 







vil servants. are allowed to 
pee during their ‘off-duty 
* the central committee. state- 















Schools and hospitals are to arrange 
achers and health workers to teach 
rovide medical services outside of- 
hours. However, Vietnamese are 
ed that this will result in a deterio- 
n of education and health care. Al- 
people complain that government 
es have deteriorated because doc- 
nd teachers provide their best ser- 
er working hours. 
February, Hanoi relaxed restric- 
n small private businesses in the 
tal: Recent visitors report this has 
lted in a mushrooming of small eat- 
Stalls, bicycle repair stands and 
rber shops in the city. 
€ central committee called for an 
to “all narrow-minded prejudices” 
“discriminatory treatment” against 
capitalists. They are to receive 
ите access to cheap credit and 
$ as cooperatives and. are to 
he same educational and training 
ities. for their workers and 
en. Policies towards capitalists 
о be 

















“institutionalised and con-. 





cretised . 
at ease when investing capital in pro- 
duction and business," the communique 
declared. 

"Our conception of socialism has 
been simplistic and unrealistic," party 
chief Linh recently told a French jour- 
nalist. The private and individual sectors 
*are to some extent playing a useful 
role. Previously our hastiness in doing 
away with them proved unrealistic and 
harmful." 


Mk an effort to overcome the coun- 
try’s serious distribution problems, 
private businessmen are now encour- 
aged to get involved in the transporta- 
tion business. Factories are urged to 
tap all sources of capital, including over- 
seas Vietnamese, to expand produc- 
tion. 

Those producing goods for export 
can use some of the foreign currency 
they earn for importing equipment and 
materials, the central committee de- 
cided. 

The plenum also introduced tax 
exemptions for newly built or expanded 
industries and handicraft shops produc- 
ing goods for export. Recent reforms 
announced іп Но Chi Minh City ај: 


















Rodney Tasker in Jakarta 


to moan to Japan when they feel 
treating them badly. This time 
an's. complaint involves its peren- 
adversary, Vietnam. 
Asean has protested to Japan about 
t it says is an increase in financial as- 
tance to the Vietnamese by Japanese 
porations. It specifically complain- 
bout the recent construction. in 
oi of'a three-storey building by the 
ho Iwai Corp. to house Japanese 


















iss through attempts by the six 
iaintain an economic and diploma- 
lockade around Vietnam in order 
orce Hanoi to discuss a withdrawal 
40,000 troops from Cambo- 









ost Western countries have sup- 
d this Asean ‘strategy since the 
etnamese first invaded Cambodia in 
8. The. Japanese Government, 
ich counts itself as a firm-ally of 
Asean, has also gone along with the tac- 
-But Vietnam is a tempting market, 
i0wever much тау be misbehaving in 
mbodia. And the Japanese, being Ja- 
panese, would obviously like to be 
mong the first to exploit this when the 
Snditions are right. 

< Japan's trade wath Vietnam is al- | 
eady estimated at more than US$250 
ion annually. But this is not much 















he six Asean countries occasionally. 






. 50 that all people can 1 feel | tc 





"wel j ! 
with foreign companies апа to hire 
overseas Vietnamese and foreigners to 
work as advisers and managers. 

The central committee also lifted 
previous controls on the movement 
of market goods across provincial 
lines and approved a mid-March deci- 
sion by the Council of Ministers to re- 
move checkpoints along roads. This de- 
cision has resulted in considerable 


chaos. 
*Buses were overloaded and trans- 
ported unauthorised goods . . . together 


with passengers, while overweight mer- 
chandise. was stacked without due care 
on the roof and other passengers were 
allowed.to hang on the vehicles i in an ex- 
tremely dangerous: manner,” Radio 
Hanoi reported less than two weeks 
after the checkpoints. were. removed. 
“In. Hanoi alone, there were 11 acci- 
dents and eight deaths more than the 
previous week." 

Lifting the checkpoints has resulted 
in a larger supply of goods in the market 
and a drop іп prices in the past month. 
In Quinhon, in central Vietnam, the 
price of cloth has dropped 10-15%, 
bicycle spare parts by 15-20% and sugar 
by 15%, according to Radio Hanoi. 





he blockade busters 


panese companies incur Asean's wrath by helping Hanoi 







ASEAN-JAPAN | 
TRADE 


(US$ billion} 
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more than unofficial estimates of 

Asean’s trade with its communist 

Southeast Asian neighbour, which Aus- 

tralia calculates to be around US$200 
. million. The figure emerged when the 
Australian Government received. a 
similar protest from Asean late last year 
over Australian involvement in the con- 
struction of a seco URES OHS 'sta- 
tionin Vietnam. 















REVIEWDIAGRAM by Flicky Hut 


As with the Australians, the Japan- 
ese Government reacted. to Asean's. 
complaint “by privately pointing -to 
Singapore's- sizeable trade with -Viet- 
nam. Singapore takes a harder diploma- 
tic line against Vietnam than most of 
its Asean partners. Ac- 
cording to Asean sources, 
Tokyo also pointed to In- 
donesian rice sales to Viet- 
nam — a reference to an 
emergency. despatch. of 
rice to the Vietnamese by 
Jakarta after a typhoon 
disaster. 


Ax: complaint about 
Japanese. companies 
included an implied suspi- 
cion of Japanese Govern- 
ment backing. It was. de- 
scribed to the REVIEW by 
"Indonesian Foreign Minis- 
ter Mochtar: Kusumaat-- 
madja: “You have to hold 
¿the line. еер the 
; conomical-. 
y. and diplomatically. 
Once there is а crack 
‘there, then. it, is &liffi- 
cult." 

He added; "The Japanese are very | 
good businessmen. They know that at | 
some point there has to: come an end to 
the калша thing,.and Vietnam 
has to open ир. . they want to be first 
there." 2: : 

The Asean-Japan relationship: ha 
been testy at times in the The 


















have b 





























~ supply of meat in Hanoi is reported to 
have increased by 50 tonnes a day, and 
vegetables and fruit in Ho Chi Minh 
‘City by 100 tonnes a day. 
“This time they have introduced a 


" offer you the ul ima te 





bunch of little reforms," observed a dip- 
| frequently visits Vietnam. 
looks: more workable than 1985 
when they tried to tackle the big prob- 
| lems and only ended up making things 

|] worse.” ; 
|. : The plenum called for stepped-up ef- 
| forts to reduce the devastating rate of 
inflation and the government's growing 
‘budget deficits. “We cannot prolong 
forever the state of extensively using the 
idget to cover losses of production in- 
puts to the point that the state loses 
scores of billion dong each year," Linh 

г told his colleagues. 

; The central committee also discuss- 
"éd the country's export-import policies, 
the exchange rate and the banking sys- 
tem, but the communique did not say 
what decisions were made. Hanoi hàs 
been considering a foreign investment 
code for several years which would 
allow joint ventures and profit repatria- 
tion. Some Vietnamese sources say the 
new code may be considered when the 
national assembly meets in June. п 








people waiting in Asean camps forre- 
settlement, and, as with the US and 
the European community, Asean would 
like Japan to open up to more of their 
exports of processed and manufactured 
goods. | 


At the heart of Asean's attitude to- 
wards Japarfis the feeling that the Ja- . 


panese treat the Six as lowly suppliers of 
1 „гаў materials for the Japanese machine, 

"апа convenient markets for their cars, 
electronics and other goods. Tokyo has 


-| responded by showering aid on Asean: 


in 1985, Japanese official develo 
,ment assistance. to Asean was US$. 
million, which gave the Six a. hefty 
iT slice of total Japanese foreign 
aid. 

Accumulated Japanese investment 
in Asean countries also. reached 
US$13.5 billion in fiscal 1985, or 16.2% 
of Japan’s investment worldwide. And 
the Japanese point to the fact 
Six have long enjoyed а surplus in th 

| trade with Japan: US$4.3 billion in total 
trade of US$28.6 billion in 1986, though 
oil-exporting Indonesia and Malaysia 
accounted for this, with bilateral sur- 
‘pluses of US$4.6 billion and US$2.1 
jillion respectively. One: major concern 
for Asean; however, is that with still- 
Лом commodity prices, the value of total 
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e guarantee on your n 
tripinAsia? — 


“Commitments, Many people make and 


break them. As far as I'm concerned 


commitments are made to be kept. 

At Holiday inn f'm making а pact with all 
our hotels and offering my personal 
guarantee to you. | want to provide the 
ultimate in customer service. 

| guarantee that when you step through 
our doors your room will be right — or we'll 
make it right. And in the rare event you 
encounter a hitch — then my solution is as 
daring as my commitment, 1 guarantee you 
a free stay that night? ` ' 


People Pleaser 


Rudiger Koppen 
Senior Vice-Presidentand Managing Director 


* Our тоого guarantee means your room will be right. fr 
will be clean; everything will work property. and vou'll 
have enough of everything you need, Or we'll make it 
right. Or that night you stay free, 


% 
© Rudiger Koppen. 


і care about the small things in 


Holiday Sun 


` Asia Pacific 


xports to Japan for 1986 was down For reservations please contact your travel agent or your nearest Holiday Inn Hot 
oo. to US$16.5 billion from US$20.2 For further information, please contact our Regional Sales Office; c 
billion in 1985 im c/o Holiday Inn н р E ud PO nd 98468, 
; : И i ; 70 Mody Road, East Tsim Sha Tsui Kowloon, Hong Kong. 
Japan is now reported to be planning Tel 3-7215161. Telex: HX 38670. Cable: INNVIEW. | 
set up à US$5 billion: fund. to | MS. 
t high-technology joint vent ‘in. Holiday inn Hotels in Asia-Pacific 
an — but, as Asean officials point | . — Bangi g * Bombay * Colombo * Guilin + Golde& Mile Hong Kong 
е RN d Japanese ie : E Hong: "Islamabad • Johor Bahru * Kanazawa агас. 
à j C s j n рог * Kuching * Kyoto * Manila 
EW: Singapor * 
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y Paul Ensor in Seoul 


espite the severe troubles his com- 
pany was facing, Park Ken Suk, 
ner of South Korea's largest and 
indebted shipping company man- 
to live in style. The son of a refugee 
the North who made a fortune run- 
the country’s first filling-station 
‘ork, Park was rich and well con- 
еа when he launched Pan Ocean 
k Carriers (now Pan Ocean Shipping 
) in 1966. On 19 April, a quiet Sun- 
afternoon, he dramatically ended 
s life by jumping from his 10th-storey 
ice in central Seoul, unable to cope 
ith the pressures of running a failing 
трапу which was more than Won 1.2 
Шоп (US$1.44 billion) in debt. 

Like most others in this bloated sec- 
; Pan Ocean has been in serious trou- 
Since the early 1980s, but it did not 
ake long to see that Park's death was 
due to even deeper problems. He left 
О notes, one to the company and one 
is family: in the former he called on 
firm to fire its president, Han Sang 
on, who has held the position since 
an Ocean was founded. The note bit- 
criticised Han, with whom Park (as 
airman) had been feuding for vears, 
d accused him of diverting money, in- 
uding foreign currency, out of the 





















Jouble tragedy for South Korea's Pan Ocean 


Just over a week later, photographs 
of Han in handcuffs were splashed 
across front pages of daily newspapers 
in Seoul together with the news that he 
was facing charges of tax evasion and di- 
version of foreign currencies overseas. 
Han resigned within days of Park's 
death, assuming responsibility for the 
tragedy. Tax officials announced that 
they had found that Han and Park had 
diverted US$16.44 million in foreign cur- 
rency abroad since 1979, in addition to 
embezzling Won 5.065 billion in local 
funds, According to their findings, Park 
had taken the lion's share to buy real es- 
tate and educate his children in the US. 

The funds were moved by the.com- 
pany to its offices in New York by forg- 
ing forex bills, such as oil payments, 
stevedoring charges and interest pay- 
ments. Both men were accused of tax 
evasion and with conspiring to overstate 
Pan Ocean's losses to avoid corporate 
taxes. Han's mistress, who obtained a 
passport and travelled as an employee 
of the firm, is also under investigation, 
as are a number of Pan Ocean execu- 
tives. 

The scandal has produced mixed 
reactions, ranging from shock to re- 
signed acceptance. A local columnist 
wrote: “At no time has the image of 











businessmen. slid: into such:a state of 
utter public disgrace as it has now.” All 
the more shocking: for some has been 
the apparent respectability of the two 
men, both graduates of the elite Seoul 
National University. For others the 
scandal seemed only to scratch the sur- 
face. “With a few honourable excep- 
tions they all do it,” said a local busi- 
nessman. 

Tipped off by both Han and Park on 
the other's doings, the tax authorities 
had started to collect information on the 
two in February, and according to local 
press reports both men were thoroughly 
interrogated by tax officials the day be- 
fore Park's death. In interviews with the 
local press, tax authorities put the two 
men's combined export of funds at a 
preliminary estimate of around US$16 
million. Han is believed to have used his 
mistress as a conduit for the funds in ad- 
dition to Pan Ocean's overseas offices, 
and is suspected of holding property in 
the US and Canada. 





E March, the feud between the two 
men had reached a crisis point: at one 
stage Park openly accused Han of trying 
to wrest control of the firm from him 
and Han responded by staying away 
from work for two weeks. Soon after, 
Han organised a petition calling for 
Park to be ousted. Park had been very 
depressed when he died because of an 
accident in which a tanker was 
grounded in the Yellow Sea, con- 
taminating crab and oyster farms and 
producing protests from fishermen who 
are demanding Won 22.6 billion in com- 
pensation. e 















Park was a quiet, proud man with po- 
litical connections. Having studied in 
the US he liked to be known as Ken, and 
was the elder brother of Park Tong Sun, 
the businessman-lobbyist at the centre 
of the “Koreagate” scandals in Wash- 
ington in the 1970s. His connections 
with the regime of the late president 
Park Chung Hee, along with his father’s 
oil business, helped his company grow 
quickly in the 1970s. For a time it en- 
joyed a monopoly on oil shipments into 
the country that were originally based 
on a contract with Gulf Oil Co. of the 
US (the former joint-venture partner of 
Yukong). One local businessman, who 
knew him well, said of Park’s death: 
“He was used to things going his way, 
and just could not cope when they did 
not.” 

His extensive foreign connections 
did not endear him to some and the 
same businessman said Park “acted like 
a king, as if Koreans were his servants.” 
Remembering his many parties, one 
European ambassador was surprised by 
the uproar, “I can’t believe those terri- 
ble things they are saying about that 
charming man,” he said. 

“We must learn a bitter lesson from 
this,” said the former president of 
another major shipping line, referring 
to Pan Ocean’s vast debts. “We must 
think again about how to support com- 
panies like this, because ultimately the 
payment must be borne by the people.” 
The people have already paid — Pan 
Ocean’s massive debts up to now have 
only been met with government-sub- 
sidised finance. 

Pan Ocean’s very fast growth in the 


1970s was boosted by Park’s connec- 
tions, and its worsening difficulties in 
the 1980s were complicated by govern- 
ment restructuring efforts. This makes 
it a fairly typical example of how things 
have gone wrong in a very troubled in- 
dustry. When the government an- 
nounced its restructuring programme in 
1983, a popular rumour among shipping 
circles was that the idea came from Pan 
Ocean’s offices where it was seen as a 
way to forestall bankruptcy. 


Te restructuring policy sought to cut 
back the number of companies from 
69 to 15 through mergers. As a result of 
the merger orders, Pan Ocean found its 
fleet had more than doubled in size fol- 
lowing the first of six mergers with 
smaller bulk carriers in May 1984, its 
debts had tripled, and the average age 
of its vessels had risen. Currently, it has 
83 ships with a gross fleet tonnage of 2 
million tons. 

To help the company through the 
troubles which were partly created by 
the takeovers, the government granted 
a three-year moratorium on payments 
to local creditors. When that expired in 
April another 10-year rescheduling was 
arranged for the debts, and once again 
the rumours had it that the new package 
was mainly for Pan Ocean’s benefit. 

Soon after Park’s death, Minister of 
Finance Chong In Yong called an 
emergency meeting of government offi- 
cials to discuss the problem. The minis- 
ter has announced that Pan Ocean’s 
debts would be honoured and appealed 
to the company’s employees not to 
panic. 


Officials have said that future 

pos towards shipping will not be af- 
ected by the company's troubles. They 

are defensive about the policies that for 
so long backed such a corrupt firm. 
"The troubles we inherited in shipping 
were so huge that we had to approach 
them on a sector, rather than company 
basis," says one high-level official, who 
stressed that his disappointment was 
with individuals rather than the com- 
pany. 

According to established patterns 
for bankrupt firms here, Pan Ocean has 
been put under the management of a 
team from the state-owned Korea Ex- 
change Bank (KEB) headed by Choi 
Seung Nak, brother of the current 
minister of energy, who is experienced 
in onc Er pein for bankrupt 
companies. KEB was only recently re- 
lieved of management responsibilities 
(handled by Choi) of another carrier in 
trouble, Korea Shipping Corp., with the 
completion of a government-arranged 
merger with Hanjin Container Lines. 

EB was chosen to clean up the 
mess instead of Pan Ocean's main cred- 
itor, the Bank of Seoul, because of its 
international network which will be 
needed to trace the flow of funds out of 
the country. Some here also see the 
choice as a mark of Chong's deep con- 
cern with the problem: KEB president 
Choo Byung Kug is one of his closest 
colleagues, with connections that 
go back through parallel careers 
in the Finance Ministry and to univer- 
sity. Because of its huge size, a merger 
with another company to cope with the 
problem is not likely. 


















псоіп Kaye in Gadani and Lahore 


years of scrounging for scrap 
etal, Pakistan’s private-sector 
industry is finally getting quality 
$ at state-subsidised prices. But the 
upply — from the government's 
ded steel plant — is causing a 
h coincides with a downturn in 
nd for structural steel, so the 
r rolling mill inputs has turn- 
om. a seller's to a buyer's play- 
. Output of the state steelmill, in 
wo years of operation, has al- 
grown to claim a 20% share of 
ountry's requirement for rollable 






has left the rolling mills' two 
ditional sources of inputs — the 
-melting furnaces of Punjab and 
hip-breaking yards of Gadani 
squabbling over what is left of 
arkets. The scrap melters supply 
jalf the rolling mills’ 1.4 million- 
early needs, while ship 
unts for 28%. Billets, 
from the remelting fur- 
‘апа ship plate can all be 
into steel rods and gir- 


pply glut hits Pakistan's ship-breakers 





The ship-breakers’ lobby includes 
yard owners from Karachi's business 
elite. Gadani also provides important 
revenues to two backward and politi- 
cally restive provinces: rents and taxes 
to Baluchistan, and wage remittances to 
North-West Frontier, where most of the 
10,000 workers come frorn. 

But even this coalition of interests 
cannot match the Punjabi backing that 
the scrap remelters have marshalled. 
The furnaces are concentrated around 
Lahore and Gujuranwala, in the heart- 
land of Pakistan's richest and most 
populous province. Punjab's powerful 
chief minister, Mian Nawaz Sharif, also 
owns the country's largest remelting 
furnace complex. 

Outgunned year after year in Is- 
lamabad's pre-budget lobbying, the 
ship-breakers have seen the import 
levies they face nearly treble since 1983. 





"Aside from plate, scrap- 
ships: yield non-ferrous 
and second-hand equip- 
They also contain much 
scrap.in forms that cannot 
re-rolled directly, but must 
Бе melted. Currently, re- 
Itable scrap from Gadani ac- 
unts for about a quarter of 
h the breaking yards' output and the 
elting furnaces’ inputs. 
The steel glut may prove transitory. 
mand for construction steel is slow- 
| down now that neither the govern- 
nent. nor Gulf-based Pakistani workers 
an build as expansively as they used to. 
M eu to the state-run Pakistan 
el could be unsustainable over 
long run (REVIEW, 21 Feb. '85). Be- 
es, the plant should eventually ab- 
most of its own billet production 
gh downstream integration. But. 
t time the ranks of ship-break- 
; and scrap-melters could be deci- 
ted. Both sectors claim to be fight- 
or survival — mainly against each 
Y. h 

' Tariffs can make or break either con- 
ender in such a price-sensitive buyers’ 
arket. Import duties have been rejig- 
d three times in the past three years, 
stensibly to stabilise relative prices of 
olling-mill inputs in the face of vola- 
ile world markets for metal scrap and 
eld shipping tonnage. But both the 
temelters and thg.ship-breakers are 
ising political leverage in a bid to gain a 
ipetitive edge. 



























“That could turn the. tonnage b: 








REVIEWTI 
Duties now stand at Rs 1,462 (US$86) a 
tonne, according to the Pakistan Ship- 
Breakers Association (PSBA), or 80% 
of the purchase price of derelict ton- 
nage. During the same four years, 
duties on remeltable scrap first rose 
marginally and then subsided to Rs 418 
atonne, slightly below pre-1983 levels. 
The stated rationale for these tariff 
adjustments was initially to offset the 
unfair advantage Gadani enjoyed as a 
result of the world-wide shipping depre- 
ssion. But the days are long past when 
behemoth tankers could be brought for 
US$75 a tonne, notes PSBA secretary 
Hasan Jafari. Now, even old tubs can 
command US$100 a tonne. 


Pakistan's sudden rise in the 1970s 
as a ship-breaking power inspired 
imitators in. western India апа 
Bangladesh, bidding up the price of 
scrappable vessels. Mohammad Khalid, 
general manager of MEC Shipbreakers, 
hopes fora let-up in Iran-Iraq hostilities 
so that the bombed-out tanker hulks can 
be towed out of the Straits of Hormuz. 










back into a buyer’s market. But b 




















































emerge — Egypt, Thailan 
have all shown interest. ES us 

Foreign newcomers can beat Gadani 
at its own game by shopping for bigger 
vessels and sticking to the most labour- 
intensive methods. During their heyday 
in the 1970s and early 1980s, Pakistani 
yard operators would.simply plough 
giant ships straight into. the Baluchistan 
beach and turn loose hundreds of 
Pathan workers for months at a time to 
dismantle the hulks with oxy-acetylene 
torches, sledge hammers, crowbars 
and barehands. In this way, Gadani 

rew by 1983 to rank second only to 
aiwan in terms of tonnage dis- 
mantled; ; : 

Then came the swingeing tariffs, 
coupled. with volatile domestic steel 
prices. Financing costs and market risk 
kept Gadani’s operators on a short 
tether. High-ticket supertankers gave 
way to aged scows in the breaking yards. 
Lengthy demolition periods have also 
become unaffordable. “Even the 
nationalised banks won't lend to [the 
ship-breakers] for more than a couple of 
months, anymore,” says a foreign bank- 
er. 

Some of Gadani's money is hotter, 
still: industry sources. privately 
admit that the high ad-valorem 
duties provide more of an in- 
centive than ever to under in- 
voice tonnage and finance it 
through black-market offshore 
networks. *But with those fel- 
lows, you don't want to have 
long-term outstanding debts," a 
yard operator confides. 

To keep up with the accelerat- 
ing tempo, larger ship-breakers 
have had to go in for limited 





SE» ^e aw mechanisation, thereby squan- 


dering the comparative advantage of 
Pakistan's relatively low labour costs. 
Old ships winches hooked up to truck 
engines on the beach are no longer suffi- 
cient. machinery for the task. Now the 
trend is towards foreign-supplied 
forklifts and cranes. i 

The predictable result of this en- 
forced capitalisation. has been а shake- 
out in the industry. The PSBA’s mem- 
bership been slashed by almost. half in 
the past couple of years, Jafari reports. 
It now stands at just 70 yards. But, he 
contends, those. yards that emain de- 
serve Islamabad’s support because. of 
their higher commitment to the indus- 
try 








“What industry?” retorts. Tasneem 
Ismail, president of the Steel-Melters’ 
Association in Lahore..“Those guys are 
traders, not industrialists.” He po 

the. ship- 


fiteers 
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| By Michael Westlake in Taipei 

| After six straight years of losses by 
| FA China Airlines (CAL) totalling 
| some US$90 million up to 1985, the im- 
| plementation of stringent cost-cutting 
| measures plus improvements to its pas- 
| senger service and route structure — 
| with a great deal of help from lower fuel 
_ prices — have brought the Taiwan- 
| based carrier an after-tax profit of 
— NT$612.23 million (US$17.01 million) 
| for 1986 and the prospect of around 
double that amount for 1987. 
According to figures obtained by the 
IEW, the operating profit for 1986 
US$56.42 million, but part of this 
used to reduce some of the airline's 

















ore tax of more than US$10 million. 
These figures, and a new spirit of op- 
timism which is now apparent at the 
— company’s Taipei headquarters, repre- 
sent a considerable turnaround from 
| 1985 and early 1986, when a series of 
fety-related incidents, and the defec- 
tion of a pilot with a 747 to the main- 
Тапа, led to the setting up of a special 
‘committee by the Ministry of Com- 
—munications to examine CAL's man- 
_ agement and maintenance practices. 
p Chi Jung-chun, a retired air force 
lieutenant-general who had been run- 
| ning logistics for all Taiwan's armed 
| forces, was named president in early 
1986. Since then the management style 
| has changed considerably. Peter Bien, 
| CAL vice-president for sales and mar- 
eting, told the REVIEW that lower oil 
prices had played a major role in the turn- 
ound. But also of importance were 
| erganisational changes, including the 
" Кере! of some regional offices to cut 
Ж. and operating costs in North 
| America and Europe. 
Amo the  rationalisations of 
| CAL's route structure was the scrap- 
| ping of services via Tokyo to San Fran- 
| Cisco. Services to the US via Tokyo now 
terminate in Honolulu, thus taking ad- 
| vantage of the high-yield demand by Ja- 
| panese travellers — and in this market 
_| the high value of the yen is a bonus. 
| _ An increase in frequencies between 
| Taipei and Japan has helped to make 
| that route more popular, thus again in- 
creasing yields, and load factors are 
high. To Tokyo, CAL now boasts a pas- 
-| senger load factor of 55%. in first class, 
.| 95% in business class and more than 
| 85% in economy. The overall load fac- 
tor for the airline is better than 80% so 
far this year, with San Francisco the 
only “weak” route at less than 70%. 
, On its route to Europe, where be- 
| cause of political constraints its only des- 
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| Profits and politics 


4 _ Taiwan's airline emerges from clouds of red ink 


tination is Amsterdam, CAL suffered a 
setback for part of 1986 — in common 
with many carriers — because of public 
reaction to the Soviet nuclear reactor 
accident at Chernobyl and terrorist inci- 
dents. After increasing its services from 
one to three a week, CAL saw its load 
factor dive to 48% in June. But later in 
the year this climbed rapidly to 65%, 
and early this year, even in winter, it 
reached 78%. 

CAL's peculiar corporate and politi- 
cal status is both a curse and a bencfit, 
because, ironically, the restraints on it 
cause it to enjoy both the worst and the 
best of the situation. The airline is offi- 
cially private, but its list of shareholders 
has never been released and all that 
CAL and government officials will say is 
that the shareholders are 
members of CAL's board. 
And with the emergence of 
the mainland airline, 
CAAC, into international 
aviation and Peking into in- 
ternational politics in the 
mid-1970s, CAL's ability 
to find new destinations 
has been severely cur- 
tailed. 

Against this, the gov- 
ernment pays CAL US$5-6 
million à year to run a 
trans-Atlantic service on its 
behalf, and its nominally 
private status enables the 
airline to serve some desti- 
nations — for instance, 
Hongkong — through inter- 
airline agreements instead 
of government-negotiated 
agreements. 

Also, the government 
acts as guarantor for bank 
loans to CAL, thus giving 
them the equivalent of 
mde lie status. And further, be- 
cause direct purchases of new aircraft 
would be a severe strain on CAL's re- 
sources, about half of its present 20-air- 
craft fleet was bought by the govern- 
ment and leased to the airline under 
finance-purchase arrangements which 
lower the effective interest rate. 


AL has also been able to turn a 
necessity into a virtue: Japan's 
friendly relations with Peking forced 
CAL to use Tokyo's downtown Haneda 
airport instead of the newer interna- 


_ tional airport at Narita. This gives CAL 


a tremendous advantage on its Tokyo 
services because of the far shorter dis- 
tance of Haneda from the city cen- 
tre. 
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Apart from its high passenger load 
factors, CAL's cargo business is also 
booming. CAL has revamped its deal 
with freight specialist Cargolux under 
which the Luxembourg carrier wet- 
leases one of CAL's two Boeing 747 
freighters. The arrangement formerly 
lost CAL about US$2 million a year, but 
is now profitable. Under the deal, CAL 
blocks 30 tonnes per Taipei-Europe 
flight for its own use between Taipei and 
Singapore, leaving the rest for Car- 
golux. At present, CAL officials esti- 
mate their airline earns 25-30% of total 
revenue from freight, and in 1986 
freight revenue grew 14%. 

or the future, CAL is looking at 
new long-range aircraft and wouid like 
to replace its four 747SPs — these short- 
ened 747s with ultra-long range were 
bought in the mid-1970s when political 
constraints demanded non-stop services 
to the US, but they are economically un- 
attractive today. 

Bien said CAL was studying the 747- 
400 and was trying to build up its equity 
reserves following its previous losses. 
“If we don't order new equipment, we'll 
not be profitable in three 
years or so," he said. Other 
airline men said CAL 
would have to place new 
orders soon and had al- 
ready missed the first year 
or so of 747-400 production 
in 1989 because of orders 
from other carriers. 

For its regional services, 
CAL is to take delivery of 
another Airbus A300 in 
July and has signed a letter 
of intent for two more, 
which will bring the A300 
fleet to eight in 1988. As 
part of the deal, Airbus In- 
dustrie has agreed to take 
CAL’s two Boeing 767s in 
trade, thus helping CAL to 
economise further by re- 
ducing the number of types 
of aircraft it operates. 

On its domestic net- 
work, CAL operates three 
Boeing 737s and has or- 
dered another with an op- 
tion on one more. Officials say the 
domestic routes are now subsidised by 
international services, and want to in- 
crease fares. 

As to its political restraints, no CAL 
official would comment on the future of 
services between Hongkong and Taipei 
after 1997, when Hongkong's sover- 
eignty returns to Peking. + 

But in other areas, various officials 
expressed the cautious hope tHat busi- 
ness ties and tourism trends would over- 
come present political barriers. While 
looking to increase its market share in 
Southeast Asia, where revenue grew by 
about 9% in 1986, it is the US — which 
provided 10.5% revenue growth in 1986 
— that officials feel holds the greatest 
potential. 








Spheres of influence 


Every city has one. 
To big business and high finance, it’s the city’s heart. 
The place where the action is. 
In Hong Kong, it’s Core Central. 
The home of Hongkong Land's portfolio of fine buildings. 


Please call Jonathan Petit or Christopher Chan 
at Hongkong Land (5-8428288) 


Ir" Hongkong Land 


It pays to address yourself properly 
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First in 
communications – 
when the chips 
are down 


To convey speech, text, 
data, even pictures by wire 
has been possible for some 
time. To transmit all these 
signals over a single pair of 
wires 15 new, exciting and 
infinitely more effective. 


ISDN, which stands for 
Integrated Services Digital 
Networks, is a new world 
standard for combining all 
communication functions. 
Siemens not only stays 

in the forefront of digital 
communication systems for 
public and private networks, 
it is also the first manufac- 
turer worldwide of the highly 
integrated, economical, 
low-power ISDN chips. 


Only high technology will 
solve the problems of the 
future: іп development апа 
application, Siemens is 

out in front. 

For further information 
please write to 

Siemens AG, ZVW 16 
РО.В. 103a 

D-8000 München 1 


High-tech 
from 
Siemens 











: panies 
w 1986-87 Biman’ year ofa 
m million passengers 


Biman Bangladesh streamlined operations and 
Airlines plansto carry contented customers carried 
a million passenger  overthe years, Biman is ready 
in 1986-87. With it’s for the BIG LEAP into the world 
developed capability, of BIG LEAGUE carriers. 
Join Biman in it's Year of the 
Million Passengers. 
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BANGLADESH AIRLINES 








Jim BEAM 


The world’s 


best selling 
bourbon. 





Ф VIENNA. THE HEART OF EUROPE. Conference. 





FRIEND 5 HIP and understanding аге, of course, the goals of any international 
exchange of views. And having a relaxed atmosphere between appointments helps a great deal 
At the Austria Center Vienna, along with conferences and conventions for 50 to 9,500 people, ganas 
dances, banquets and concerts can be organized as well. In 14 halls. What's more, the Center's 
superior technical facilities can realize even the most unusual presentation 


At it offers simultaneous translation in nine languages. All this in a city which has 
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always known just how to combine business with pleasure 
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Call (222) 2369/300, write to A-1450 Austria Center Vienna or telex 135024 for further 


HIGH TECHNOLOGY 





THE CONCORDE. THE MOST- 
RESEARCHED, FASTEST AIR- 
PLANE IN THE SKY, SPEEDING 
YOU FROM NEW YORK TO 
PARIS INA REMARKABLE THREE 
AND A HALF HOURS. 

THE CONCORDE. JUST ANO- 
THER EXAMPLE OF THE HIGH 
LEVEL OF TECHNOLOGY YOU 
FIND WHEN YOU FLY 
AIR FRANCE. 


AIR FRANCE 7/7 
WE'RE AIMING EVEN HIGHER 
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By Susumu. Awanohara in Hongkong 

fter a two-year "adjustment" period, 

Pyongyang finally unveiled its third 
Seven-Year Plan (1987-93) at the Su- 
preme People's Assembly in late April. 
While the new-plan looks more realistic 
than earlier models, experts still doubt 
that its targets can be attained. The plan 
laysspecial emphasis on increased trade 
to push domestic economic develop- 
ment. Measures to boost exports could 
follow: 

Although North Korea announced 
ће successful completion of the Second 
" Seven-Year Plan (1978-84) іп early 
1985, it has not been able to launch the 
next plan until now. Trade figures col- 
lected from the country's trading 
partners, Pyongyang's continued re- 
fusal to repay foreign debt and the 
slowing rate of increase in its annual 
budget (which dropped to 3.896 for 
1986) suggest the economy has stag- 
nated since the early 1980s. 

Apart from the limitations of Pyong- 
vang's rigid self-reliance policy and 
heavy military spending, external fac- 
tors — the two oil shocks and slumping 
prices for commodity exports — have 
been blamed for the apparently poor 
economic performance. 

Shortage of oil and industrial raw 





and low-capacity utilisation of industrial 
plants have been reported by visitors. 
Repeated public exhortations to solve 


Shelter" were taken as a sign of a serious 
food shortage. 

The targets of the new plan are mod- 
est by. North Korean standards. But 
they are still seen as too ambitious — a 
result of an intense sense of rivalry with 
South Korea. Industrial output is pre- 
dicted to grow by 90% during 1987-93 
(compared with the 120% claimed to 
have been achieved in 1978-84) and ag- 
ricultural output by 40% (no compara- 
ble figure is available). National income 
is expected to grow by 70% (against 
80% in 1978-84). It was also announced 
that the total budget for 1987 — the first 
year of the new plan — will represent an 
increase. of 6.2% and 6.7%, respec- 
tively, over actual revenue and expendi- 
ture in 1986,- 

Other fargets of the new plan are 
based of the “10 major aims for the 
1980s" set in 1980 for completion by 
1989. But there are significant modifica- 
tions. The 10 aims called for annual pro- 
duction of 100 billion kWh of electricity; 
{поп tonnes. of coal; 15 million 
steel; 1.5 million tonnes of 
errous metal; 20 million tonnes of 

7 million tonnes of chemical 


















| Predictions and realities 


North Korea will find it difficult to meet new economic targets 





materials as well as the obsolescence | 


the problems of *food, clothing and | 








(against two-digit figures in previous 





fertiliser; 1.5 billion m of textiles; 5 mil- 
lion tonnes of sea food and 15 million 
tonnes of food grain, as well as 300,000 
ha of tideland reclamation. 

The new plan, apart from extending 


the year of completion from 1989 to 


1993, slashed the target for steel pro- 
duction. to only 10 million tonnes "in 
view of the changing environment and 
national demand." m 

In contrast, some targets in the new 
plan exceed those of the 10 aims: output 
of non-ferrous metals, cement and 
marine products in 1993 are set at 1.7 
million tonnes (against 1.5 million ton- 
nes), 22 million tonnes (20 million ton- 


AMBITIOUS TARGETS 


(North Korea’s Third Seven-Year Plan 








years) suggests that ve 
production tà 


Raising grain product 
tonnes is also a challeng 
that the increase in pro 
the previous plan was c 
tonnes. Non-ferrou: 
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yang's outstanding d 
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countries. 
To finance the new 
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aid except that Presid 
Kim 1l Sung. discusse 
with Soviet leader МЕ 




















Gorbachov in Mosco 
October. Moscow has 
been publicising its commi 
ment to double aid in. fiv 














nes), and 11 million tonnes (5 million 
tonnes УА Significantly, the 
new plan also cails for a growth of trade 
of 220% and.an increase in the number 
of үлеп and experts to more than 2 
million. 


N one of these targets are going to be 
easy to attain. Given the estimate for 
current steel production at 7.6 million 
tonnes a year, an increase to 15 million 
tonnes in seven years would have repre- 
sented an annual growth of 10.296. If 
current production is as low as 5 million 
tonnes, as some suspect, attaining 15 
million tonnes — or a 200% growth — 
would have been a greater challenge. 
The increase in the development expen- 
diture in the. 1987 budget of only 7.3% 
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years and its involvemen 
19 more industrial.plant 
North Korea. during. 1986- 
90. The Soviet Union h 





than 60 plants were reconstructe 
newly built with Soviet aid since th 
of World War lI. Soviet projects in 
expansion of Kimchaek Iron W 

Chongjin and coal mines in Anju 
sign and. construction of a therm: 
power station in East Pyongyang and. 
















Signs are that. Pyongyang canne 
hope for significant support either fr. 
China (whose trade with South Ko 
has surpassed that with the North) o 
from investors from non-communi 
countries (REVIEW, 15 Jan.). Pres 
bly the joint-venture law.of 1984 ; 
Pyongyang's "open policy". since t 
time — are still in effect: Büt the law 
far has brought few results (a hotel ven 
ture with the French plus a supermiu 


















a gold mine i 

1s living in Japan). 
gyang watchers are Aonderitig 
е recent reshuffling of officials 
harge of economic management 
result in policy changes. In 
er, Li Gun Mo replaced Kang 
San as premier and Hong Song 
replaced Yon Hyong Muk as first 
premier. Li and Hong — along 
Kim Hwan, who was more recent- 
e deputy premier in charge of 
al and light industries, and 
am Gi who succeeded Hong às 
1 planning chief — are believ- 
€ the key technocrats now mov- 
economy. Kang, Yon and sev- 
other’ technocrats, on the other 
; are believed to have taken re- 
sibility for unsuccessful policy since 




































































о little is known about these offi- 
als to discern any pattern with con- 
се, but some observers speculate 
team of veterans led by Li and 
g was brought back into key econo- 
sitions by Kim П Sung, replacing 
iger team close to his son Kim 


hers feel that Kang may be 


introduced in 1984 while Li may 
ve in the Stalinist "big push” 
f industrialisation or the Maoist 
(lisation of labour for big projects. 
=з after heavy industry and 
ty in the 1960s, appeared to 
port Kim Jong I's "Three Revolu- 
'eams" — often compared to the 
ese Red Guards — in the 1970s, 
most recently took credit for a 
sedy completion of the massive 
o Barrage, using military man- 
Similar large-scale civil en- 
eering projects are planned in the 
ming years. 
Further speculation suggests that Li 
chosen because of his experience in 
th economic and party work or that 
: officials are simply- taking turns, 
ing. between the administration 
uncil, or the cabinet (which is respon- 


rty secretariat (which is more con- 
with broad directions). 

| have been no. obvious 
at Pyongyang’s relatively 
| external economic policy will be 
d with the change in personnel. 
i the contrary, there is a feeling that if 
ongyang is serious about its target for 
growth, it тау well be con- 
plating a major move to boost trade. 
milarly, the target for. marine pro- 
- ducts suggests that the government may 
be counting on stepped-up investment 
from Japan and other non-communist 
countries. Pyongyang's positive. re- 
“sponse to Washington's recent initiative 
© improve bilateral relations may be a 
sign that it genuinely wishes to increase 
contact with capitalist countries, with 
vhich it has no diplomatic ties... 
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Agricultural malaise 


North Korea hints at major problems on its farms 


By Adrian Buzo 


A‘ North Korea prepared to embark 
on its Third Seven-Year Plan (1987- 
93), a major article in Rodong Shinmun, 
the official organ of the ruling Korean 
Workers' Party, suggested that Pyong- 
yang had actually made little progress in 
solving the serious problem of stagnat- 
ing farm production. 

The article set out at length the issues 


that will confront North Korean agricul- 


tural policy under the plan. As is the 
North Korean style, the article, pub- 
lished оп 21 March, was long on 
ideological parameters, short on speci- 
fics and provided no statistics. Noris the 
plan itself much more forthcoming than 
a repetition of the earlier-announced 
target of 15 million tonnes in annual 
grain production by 1993. 

Chief points of the article were: 

» The reaffirmation of the policy of 
convérsion of cooperative farms to state 
ownership. 

» An acknowledgment that achieving 
the .breakthrough demanded by the 
1993 target would be difficult. 

» No reference to any role for private- 
produce markets. 

» Oblique admissions of food short- 
ages. 

Basic North Korean policy in ag- 
riculture. derives from Kim Il Sung's 
Rural Theses of 1964. This unremarka- 
ble document set out the basic objective 


.of policy as the elimination of differ- 


ences between the agricultural and in- 
dustrial modes of production, and laid 
down a series of organisational prescrip- 
tions to achieve this. Both private and 
cooperative control were held to beun- 
desirable, and the goal was to be “own- 
ership by the whole people," as was the 


` case in industry. 


In the Rodong Shinmun article 
these theses are again cited as the cor- 
nerstone of policy. One consequence of 
their canonical status was that meaning- 
ful, and hence inconvenient, agricul- 
tural statistics ceased to be published 
shortly thereafter, and so for the past 20 
years, assessments of the state of North 
Korean agriculture have often been 


highly speculative. 


Outside observers tend to agree 


| that performance in the 19605 and 


early 1970s was at best uneven, but 
that grain production increased sub- 
stantially in the mid- and late 1970s 
under the influence of improved land- 
management practices. However, the 
expanded technological and capital 


. inputs that seemed to follow the entry 


of Kim Jong Tl into the field wore 
off and agriculture again began to stag- 
nate. -> 
Since 1983, North Korea has not 
even рїн d nual grain-production 








figures. Repons from defectors and 
more neutral observers alike paint a pic- 
ture of widespread shortages and perva- 
sive rationing in foodstuffs, and the arti- 
cle itself states rather sombrely that 
“only a drastic increase in ipm produc- 
tion can completely: resolve the food 
question." 

This predicament is often over- 
looked because of North Korea's image 
as a major rice exporter self-sufficient 
overall in’ grain. FAO estimates put 
rice exports at about 2 million tonnes 
a year in the early. 1980s, possibly as 
much as half the estimated total rice 
crop, but this is not necessarily sur- 
plus production since North Korea is 
compelled to earn foreign exchange 
wherever and whenever it can. More- 
over, self-sufficiency does not extend 
to cereals and North Korea remains 


| a substantial importer of wheat and 


flour. 


he stated goal of North. Korean agri- 

culture is the conversion of coopera- 
tive farms to state farms, but unlike the 
situation in most other communist 
countries, the. state-farm system: re- 
mains minuscule. Since these farms are 
the chief source of valuable export crops 
such as rice and tobacco, they are heav- 
ily favoured by investment, and their 
production figures appearyery favoura- 
ble as a result — 8% of the land account- 
ing for 16% of production value was a 
representative figure before the statisti- 
cal blackout. 

By this token, the state-farm sys- 
tem is not capable of functioning as a 
practical model for the less: efficient 
cooperative farms. Thus, attention 
has been concentrated on bringing the 
assets of the farms rather than the 
farms themselves under state control, 
and the government seems to have 
achieved this with at least 70%. of farm 
assets. 

Prospects for North Korean agricul- 
ture under the Third Seven-Year Plan 
do not, therefore; appear especially 
bright. Asis broadly true of all main sec- 
tors of the economy, the government 
has few options in its attempts to pursue 
both its political and production goals 
while maintaining the level of its rice ex- 








| ports. The government 


has acknowl- 
edged’ through the' Койот Shinmun 
article that the bulk of increasds of pro- 
duction will have to come from the 
costly and uncertain processes of land 
reclamation and the opening up of until- 
led. land, at the same time statin al 
the work of attaining the target" 

be simple." This 15 a sobe turn 
phrase that contrasts withy the hat € 
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OMPANY PROFILE 


ouise do Rosario 

ubbed by many foreign business- 
men as the most efficient and mod- 
f all China's enterprises, China In- 
onal Trust and Investment Corp. 
| has reached a crucial stage in its 


if it will prosper or decline in 


ful and efficient finance house, Citic 
I have to work harder tham ever {0 
pe with the challenges involved in 
naging a much-expanded credit and 
tment portfolio in à more 
mpetitive domestic and over- 
is environment. Its current 
ist pressing task is to digest 
arge chunks of investments 
as taken on in the past two 
sto. ensure reasonable re- 
ns.to service the funds it has 
rrowed heavily overseas. 
Citic has grown at a pace 
hconservative investors re- 


itic's open-window 
ethods win friends 


cular growth — one which will дех. 


о live up to its reputation as а suc- | 





“million in foreign bonds outstanding — 


half of all Chinese bonds floated over- 


seas. It has also invested a total of 


Rmb 2.64 billion (US$709 million) in 
177 projects, including a stake in an 
aluminium smelter in Australia, a pulp 
mill in Canada and standing timber іп 


the US. 


At home, it is a pacesetter in such 
fields as leasing and foreign fund-rais- 
ing, and a popular business partner 
noted for its “can-do” spirit. In Hong- 
kong, it rapidly built up a presence that 


сс IN FIGURES 
(Ye r) 







' foreign businessmen since 1949. 





. zone in 1979 and Guangdong and Fujian 





is catching up quickly with those of long- 
established Peking-owned enterprises. 
In the international capital market, it 
commands a rating close to that of the 
70-year-old Bank of China (BoC), the 
principal Chinese bank dealing with 


Citic has been successful largely be- 
cause China wants.a success story and so 
has provided Citic with many resources 
to achieve that aim. Just as Peking 

icked Shenzhen, bordering Hong- 
cong, as a showpiece special, economic 


as the first two provinces to open up to 
foreign investment, Citic was one of the 
earliest components of the open-door 
policy. 

In October 1979, Peking created a 
new ministry, called it Citic (an unusual 
name for a state ministry but one which 
aptly describes the organisation's terms 
of reference), provided it with Rmb 600 
million as its initial registered 
capital and even asked a former 
capitalist, Shanghai business- 
man Rong Yiren, to run it. The: 
idea was to put together as 
friendly and appealing a face to 
the outside world as possible. 











Just as Shenzhen, Guangdong 
and Fujian were allocated spe- 
cial resources — in the form of. 

























] as high-flying. Between 
84-86, its assets grew four- 
d; its loans, six-fold, and its 
stments, three-fold. From 
most a zero base, a skeletal 
ff arid total anonymity in the 
ernational business commu- 
y when set up in October 
9, Citic now owns two 
inks, four leasing companies, 
he only modern office block in 
king, an important stake in a 
leading Asian airline, and by 

nuary this year had US$720 





preferential policies and state 
funding — to do their jobs well, 
Citic was given carte-blanche to 
borrow overseas and use its 
money for domestic invest: 
ment. : 














BIEVIEWTABLE by Ricky Hui. 


In a country eery short of 
foreign exchange, Citic's power 
to raise foreign exchange makes. 
it immediately a powerful 
domestic organisation, bypass- 
ing the usual need to work its 
way up slowly to establish its 
name and build a broad client 

which 


base. Unlike Shenzhen, 



















other Chinese corporations by its 
ness style which, its admirers be- 
, matches that of major Western 
anies. 
oreign businessmen, who usually 
have much to complain about in doing 
usiness in China, are full of praise for 
Citic. The corporation is complimented 
as the only one in China that *under- 
tands both money and business," for its 
‘superb blend of good connections and 
anagement," and its ability *to recruit 
the best people." One businessman 





e misleading to foreigners about what 
China really is.” 

Citic earns these plaudits not only 
because of its busihess performance but 







uilding а sleek and modern co: 
age for itself. Na 


ven complained: “Citic is so good as to | 


also because of the efforts it has made in. 
rate: 





Putting its West face forward 


outsiders, Citic is set apart from | 


Chinese state-run enterprise is known 
to have been so concerned and so suc- 
cessful in winning its customers’ atten- 
tion and Pa ti through the usé of 
clever marketing techniques. 

Smartly dressed in tailor-made 
three-piece Western suits, senior Citic 
officials “routinely speak a second lan- 
Ee e fluently,” noted one Western 

anker. From their pin-striped shirts to 
their gold-rimmed spectacles, there is 
little to suggest in their appearance that 
they are Chinese communist bureau- 
crats which, with few exceptions, they 
really are. 

Other details about Citic's daily op- 
erations indicate that there is an unspo- 
ken poliey that encourages cultivating 
good public relations. One source said 
Citic officials are instructed to practise 
“the three responses": responding to 
elepho lex A 











fault. .. 


tations from clients. For foreign busi- 
nessmen who are used to the non-re- 
sponses of other Chinese enterprises, 
чен a pleasure to ion with, 

e perception of Citic by foreigners 
is heavily influenced by their own daily 
frustrations in coping with the huge, in- 
efficient Chinese bureaucracy. As one 
Peking-based banker comments: “Citic 
is special in China. But how special 
would it be in, say, New York or 
Tokyo?” 

to ex- 


itic devotes so much M 

Ww ternal appearances because it is a 
young company with only a limited 
track record to show its potential 
foreign business partners. Citic has to 
convince foreign ers, in parti 
that it has a real mandate from, 
to borrow overseas with no 
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| has not lived up to Peking's 
-f expectations, Citic, through 
its excellent connections and 
good management, has been 
able to develop from 
strength to strength and win 
_Peking’s confidence to allow 
it to. take on ever more busi- 
ness. 

In 1982, it became the 
first financial institution in 
st-revolutionary China to 


| 














7р float bonds overseas — a pri- 

..| vate placement of Y10 bil- 
lion. (US$70.4 million) in 

| Japan. It was two years be- 

- fore BoC followed suit witha | 
Qublic: placement of ¥20 

- "billion in Tokyo. With plenty 
of funds in its treasury, Citic |. 
began investing in more 
domestic projects, typically 
taking a 10-30% stake in 









|Citie Building. 


] Infected with the en- 
thusiasm generated by the 
domestic economic boom as 
well as favourable interest 
rates overseas, Citic floated 
four foreign bond issues (in 
Japan, Hongkong and West 
Germany) for a total fund- 
raising of US$433 million 
(at current exchange rates) 
in 1985. Flush with cash, 
‘Citic began scouting for 
тоте worthwhile investment 
projects. 
| . Hongkong was the next 
|. logical place for Citic to ex- 
pand, given the présence of 
many other mainland com- 
¿panies already there and the 
fact that local businessmen 
were known to be keen to 
court Peking-funded firms to 











each case, ranging from coal mines and 
textile plants to breweries and hotels. 


К 1983, Citic started to build what 
has become an important landmark in 
the Chinese capital and a major source 
of foreign-exchange revenue: a 31- 
storey office tower, the Chinese equiva- 
lent of New York’s World Trade Centre 
and home of many Peking-based 
foreign firms. In 1983, Citic was also 
granted the power to make overseas in- 
vestments and in late 1984 it was al- 
lowed to expand its foreign-exchange 
business to more areas and to set up a 
banking department. The State Council 
also reconfirmed at around the same 
time Citic’s right to engage in all kinds 
of financial activity. After five years in 
operation, Citic had proved itself to be 
far more than just one of the hundreds 
of poorly organised Chinese enterprises 
set up in a rush to benefit from a tem- 
porary decentralisation of trading and 
other powers by Peking in 1980-82. 
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E Hongkong connection: page 121 


— win political goodwill. Also, 
investments in Hongkong, particularly. 
in troubled but important concerns like 
the Ka Wah Bank, helped to reassure 
locat people that China is serious in its 
commitment to promote Hongkong's 
prosperity. In June 1986 Citic paid 
HK$350 million (US$44.9 million) to 
acquire around 9295 оѓ Ка Wah. In 
January, Citic bought-a 12.5% share- 
holding in Cathay Pacific Airways for 
HK$2 Billion. ; 

Citic was the first Chinese organisa- 
tion to go into leasing business, to float 
bonds overseas. and to make large 
foreign. investments. Without a man- 
date. from the top, other state-run 
Chinese firms dare not dabble in un- 
explored areas. As from this year, Citic 
can even decide on its own domestic 
projects of any size provided it can sup- 
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company headed by capitalists, who, by 
implication, can deviate from. the offi- 
cial, rigid formula in their business man- 
agement. Not shy of publicity as most 
socialist enterprises аге, Citic con- 
tery Arie on high-profile projects. It 
built Peking’s first modern skyscraper 
that sports an enormous Citic logo on 
top. It also has a fleet of Cadillacs in a 
country where there are not enough 
buses. 

In mid-April, Citic organised a con- 
cert at whigir the conductor was the 
former Brjfish prime minister Edward 
+ Heath. Honorary sponsors of the per- 
formance included foreign luminaries 
such. as Henry Kissinger, Helmut 
; Schmidt and Valery Giscard d'Estaing: 












aramount leader Deng Xiao- 





| Thegxoceeds will go to a Chinese wel- 
jf for the handicapped, whose . 
| is Deng- Pufang, son of 


the outside world, Citic has not forgot- 
ten ideological sensitivities at home. In 
the process of restructuring its com- 
panies into subsidiaries under a holding 
company, Rong stresses that Citic is *a 
socialist conglomerate.” “Our company 
belongs to the public and is run by all of 
our people <.. our purpose is to help to 
develop national productivity and 
making a profit is only a means [to an 
end]," said Rong at a recent press con- 
ference. 

Rong also dutifully attends meetings 
of the National People's Congress and 
other government bodies of which he is 
a senior member. On those occasions 
when he is surrounded by fellow com- 
munist party members and not foreign 
businessmen, Rong sometimes changes 
his Western suit Гога Maoist one and 


he 
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ply its own transport, energy and raw 
materials. Most local authorities can act 
without first consulting Peking only on 
X of less than Rmb 200 million. 

о be fair to Citic, most Chinese en- 
terprises, even if given the same oppor- 
tunities and freedom, probably would 
not be able to achieve as much. Citic has 
a management team dominated by 
former Shanghai businessmen who are 
among the very few living in China with 
actual experience, albeit outdated, in 
operating large businesses in a free- 
market environment. Rong, its presi- 
dent, had extensive family ‚йы їп- 


— | terests in textiles, flour milling and 


banking before the communist takeover 
in 1949. For a short period in the 1950s, 
Rong was also the deputy mayor of 
Shanghai and the deputy minister of 
textiles. 

Jing Shuping, Citic's executive direc- 
tor, came from a family with large in- 
terests in life assurance, oil and chemi- 
cals. Having spent years in reform 
camps two decades ago, these 
capitalists, now in their 60s and 70s, are 
probably more than gratified to be given 
a free rein to prove their abilities. 

Another of Citic's strong points is its 
excellent connections with many gov- 
ernment departments. The majority of 
its board members are ex-officio repre- 
sentatives from the ministries of 
Foreign Economic Relations and 
Trade, Textiles, Light Industry, Metal- 
lurgical Industry and Foreign Affairs, as 
well as from the State Economic Com- 
mission and the State Planning Com- 
mission. Vice-governors of Liaoning, 
Heilongjiang, Jilin, Fujian, Zhejiang 
and Yunan provinces are also on the 
board. The list also includes many lead- 
ing Hongkong and Macau businessmen 
such as Henry Fok, Li Ka-shing and Ma 
Man-kei. Few Chinese organisations can 
boast a similarly high-powered line-up. 


f Citic’s seven executive directors, 

one has headed a national trading 
corporation, one was a top official at 
the State Planning Commission and 
another is the son of a veteran party 
leader who is vice-chairman of the Cen- 
tral Advisory Commission. Rong him- 
self holds many official posts, including 
vice-chairman of the National People’s 
Congress — China's parliament — vice- 
chairman of the All-China Federation 
of Industry and Commerce and execu- 
tive director of the BoC. 

In a country where connections mean 
power, Citic has a contact network 
which covers all important units. This 
valuable if intangible asset, more than 
anything else, accounts for the corpora- 
tion's admired ability to get things done 
quickly. 

As Citic's operations continue to 
snowball, people are asking how long 
will it be able te maintain its current 
momentum. To do so, Citic deseper- 
ately needs more first-class managers — 
something which China is chronically 


lacking. The emphasis of its recent re- 
cruitment drive seems to be on bureau- 
crats who have worked for decades 
under a planned economy. For exam- 
ple, Jin Deqin, the former BoC presi- 
dent who was dismissed in late. 1984 
after being held responsible for run- 
away credit growth, was appointed in 
1986 as president of the two Citic banks, 
Ka Wah and Citic Industrial Bank. 
Tang Ke, minister of metallurgical in- 
dustry when the controversial Baoshan 
steel plant was ordered from Japan, was 
recently made head of Citic's companies 
in Hongkong. Bureaucrats now out- 
number the ex-Shanghai businessmen 
who are credited with Citic's pheno- 
menal early growth. 

Officials such as Ji and Tang are, of 
course, able administrators with a vast 
pool of experience and contacts through 
running such large organisations as a 
ministry and a national bank. Cynics, 





however, question whether they have a 
peste understanding of what make 

usiness tick — the quality which has 
made Citic so different from other 
Chinese enterprises. But Citic appa- 
rently has little choice in its head-hunt- 
ing since there are few surviving 
capitalists around and young profes- 
sional managers are still being 
groomed. 

Also, being the most high-profile 
and modern у im in China, Citic is 
an easy target of nepotism, especially 
when it uses personal connections to its 
own ends. Citic holds national examina- 
tions to recruit the brightest brains to its 
organisation and gives many young peo- 
ple more opportunity to perform than in 
other Chinese units. But operating in a 
society in which string-pulling is ram- 
pant, Citic cannot be immune. As the 
corporation continues to expand, com- 
mon Chinese corporate diseases such as 


favouritism, overstaffing and ineffi- 
ciency may take root. 

Citic also does not have the benefit 
of a model: there is no other Chinese en- 
terprise which has grown so fast and 
become so diversified as Citic. (At one 
time, Hongkong-based Ever Bright 
Holdings, whose flamboyant chairman 
Wang Guangying is the brother-in-law 
of beo Chinese president Liu 
Shaoqi, appeared to be as impressive an 
operator as Citic. But no longer.) Citic's 
business volume and diversity is outside 
the realm of any of its managers, includ- 
ing its president Rong, to oversee per- 
sonally. 


е nightmare of all publicly рго- 
claimed success stories in China is a 
sudden negation of their achievements. 
Shenzhen, hailed as a model for econo- 
mic development but later heavily criti- 
cised, is the most recent example. Citic 
has so far made no major investment 
mistake, according to information made 
public. Nor has Citic been subject to 
high-official public scrutiny over how 
good it is as a “window” for China. 

Still relying heavily on state funding, 
Citic is not expected to produce hefty 
profits for some time. Before its latest 
full year, Citic was exempt from the in- 
come tax applicable to all Chinese en- 
terprises. From 1981-85, the People’s 
Bank of China (PBoC, the central 
bank) provided Citic with perpetual 
renminbi loans of Rmb 500 million at 
low interest rates. Citic is also due to re- 
ceive from the state a total of US$300 
million in foreign exchange between 
1984 and 1989. At end-1986, total loans 
from PBoC and BoC made up 60% of 
Citic's long-term capital base (excluding 
bonds). 

Citic's profits have risen from Rmb 
48 million in 1984 to Rmb 121 million in 
1986 on income of Rmb 505 million and 
assets of Rmb 8 billion. The real assess- 
ment of Citic's success, however, should 
be based more on how effective it is, in 
its designated role as a bridge, in trans- 
ferring capital and technology to China. 
This cannot be accurately measured 
at this early stage and from the limit- 
ed information available to the pub- 
lic. 

The real test of Citic has hardly 
begun. This year, the corporation is to 
undergo a major restructuring of its 
companies. Its new domestic bank, 
Citic Industrial Bank, also has just 
started operations. Citic's most difficult 
task is to work round many con- 
straints of a socialist есопоўу and rise 
to become a truly ргоѓеѕѕіопаћограпіѕа- 
tion, competitive enough to survive, 
say, in the free-market jungle of Hong- 
kong where it has invested heavily. 
Whatever comes out of the СЩ 
periment, however, the co 
will never go bust for as 
put it, if that happens, it wi 
mean the failure of China's opert-doer 
policy. п 
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Confidence today, | 





profits tomorrow 


By Elizabeth Cheng in Hongkong 
Ci investment presence in Hong- 
kong has expanded phenomenally 
since it acquired at the end of 1985 a 
stake in the multi-billion dollar project 
to build a second cross-harbour tunnel. 
That signalled the start of a buying spree 
which was crowned with the purchase in 
January of a HK$2 billion (US$256.41 
million) stake — financed largely by com- 
mercial borrowing — in the lucrative 
Cathay Pacific Airways. Other purchases 
made in the past 17 months include a 
bank, a hotel and a majority stake in a 
massive housing project. From almost 
nothing, Citic's investments in Hong- 
kong are estimated to have grown to 
more than HK$3 billion, or half of the 
group's total investment portfolio. 
While many of the deals are related 
to promoting political confidence in 
Hongkong, Citic officials say the profit 
motive is just as important. Citic Hong- 
kong's deputy managing director, 
Zhang Fang Ming, said investment deci- 
sions are usually based on feasibility 
studies. “If a project is worthwhile, 
we'l invest." However, apart from 
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Cathay Pacific, most of the group’s 
major investments are unlikely to be 
profitable in the near future. 

The second cross-harbour tunnel, 
linking Quarry Bay on Hongkong Is- 
land by both road and rail to points in 
East Kowloon, is not expected to yield a 
profit before 2007 when a HK$4 billion 
loan package is fully repaid. As the only 
firm without construction expertise, 
Citic's involvement in the development 
consortium led by Japan's Kumagai 
Gumi is financial. Its participation as 
one of the lead managers in the loan 
syndication for the project gave some 
assurance to the large contingent of 
foreign-bank participants, a Japanese 
banker said. 

Citic's second big development pro- 
ject in Hongkong will be at Lam Tin, 
the first station in East Kowloon on the 
extension that will take Hongkong's 
Mass Transit Railway through the new 
harbour tunnel. Citic has a 40% stake in 
a property development consortium 
comprising Kumagai Gumi (30%), 
Cheung Kong Holdings (20%) and 
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Macau businessman Ho Tim (10%). 
Plans call for the building of 2,900 flats 
aimed at middle-income earners at a 
cost of more than HK$2 billion. . 
Although Citic was said to be rather 
reluctant to buy the Ka Wah Bank ini- 
tially, it quickly came round to seein 
the merits of having a long-establishe 
Hongkong bank with international of- 
fices. It has an established foreign-ex- 
change operation, modern banking 
facilities and management with more in- 
ternational expertise than any Citic 
could otherwise easily hope to recruit. 
Ka Wah is reorganising its 26 retail 
outlets in Hongkong for more even dis- 
tribution. It also has two branches in the 
US — in Los Angeles and New York — 
a representative office in Toronto, 
Canada, and an office in Xiamen, in 
China's Fujian province. Ka Wah's pre- 
sident, Jin Deqin, who was formerl 
with the PBoC and then with the BoC, 
and now. heads the newly formed Citic 
Industrial Bank in China, has ample in- 


ternational banking experience, having ~ 


been based in London for the BoC at 
one time. Ka Wah's second-in-com- — 
mand is Nelson Tsao, formerly general - 
manager of Sin Hua Trust and Savings, 
a BoC sister bank in Hongkong. Tsao is 
known for his conservative banking 
style. 


its 1986 financial year (results are ex- 
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Ka Wah is expected to show a lossin | 
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төз, to be released in June at the 
atest) though it should have little diffi- 
culty in turning the operation around 
(losses for 1985 were in the region of 
HK$500 million) given that the new 
management is starting with a practi- 
cally clean slate — the Hongkong Gov- 
ernment has agreed to be responsible 
for any bad loans not recovered within 
three years of the takeover (in June 
1986). The bank will be paid a fraction 
over cost of funds as interest on the non- 
performing loans during that time. 
Some market analysts like County 
Securities Asia are optimistic about Ka 
Wah’s future as a peg to Citic, Under 
Citic, Ka Wah stands a good chance of 
broadening its base from its previously 
narrow Singapore-Malaysia centred 
business. Citic is able to supply the bank 
with a wide range of contacts, de- 

























but not in fact 


Tes competition between the Bank of 
China (BoC) and Citic was a David- 
and-Goliath fight when Citic was first 
set up in 1979. Citic was no match in 
terms of functions, size and credibility 
to the national foreign-exchange bank, 
but outsiders immediately focused on 
their potential rivalry because Citic 
broke BoC's 30-year-old monopoly 
over dealing in foreign exchange and 
raising capital overseas. 

Today, part of BoC's once-sacred 
territory of foreign-exchange business 
has been further sub-divided and given 
to more players. Five financial institu- 
tions (Citic and BoC included) and 
four provinces can borrow overseas, 
while scores of other Chinese entities 
can earn and deal in foreign ex- 
change. 

BoC remains the principal bank 
guarding the bulk of China's foreign ex- 
change and handling most of its interna- 
tional trade finance. However, à 
Chinese enterprise in need of foreign 
exchange for a worthy project now has a 
choice of financiers and Citic has 
emerged as a favourite contender. 

With the acquisition of Ka Wah Bank 
in Hongkong last year and with the set- 
ting up of Citic Industrial Bank this 
year, the range of financial activities the 
corporation can provide has expanded 
dramatically. Аз one banker said, Citic 
has become a financial supermarket and 
a more serious competitor of BoC. 

But there are limits to the extent of 
the competition. Both are state-owned 
entities that follow overall guidance 
from the central bank, the People’s 
Bank of China. As both are funded by 
the state and covered by the overall na- 
tional economic plan, there is no market 
competition between them as between 
Western commercial banks. 
















































Rivals in function 


veloped in the course of promoting 
China trade and investment. Citic presi- 
dent Rong Yiren's extensive family net- 
work around the world is also bound to 
benefit the group. 


U ndoubtedly, the bank’s future will 
now be tied to Citic’s overall stra- 
tegy and development plan. Its aim of 
strengthening its foreign-exchange de- 
partment dovetails with Citic’s funding 
needs and its listing on the local 
stockmarket will provide an alternative 
source of funds. 

A Hongkong-based international 
bank can also facilitate business with 
such politically sensitive countries as 
Taiwan and South Korea where the 
Rong family is reported to have busi- 
ness dealings. It could also bypass the 
thorny question of reciprocity for 





Moreover, there are so many areas 
of official cooperation between the two 
institutions that it is hard for one to be 
unfriendly to the other for long. Citic 
president Rong Yiren is an executive di- 
rector of BoC. And BoC, as the foreign- 
exchange agent of the state, also has to 
respond to requests for help from Citic. 

Competition between the two in- 
stitutions, therefore, is more in the area 
of staffing, public image and general 
performance, and not over actual busi- 
ness volume and clients, of which there 
are plenty in a country «ery short of 
foreign exchange. 

BoC, with the largest *pool of 
Chinese personnel experienced in in- 
ternational banking, is particularly 
unhappy with the staff-poaching which 
is expected to occur more fre tly 
this year with the establish 
Citic Industrial Bank and of 
hai-based Bank of Communicaffons, 












institutions wanting to set up 
bank branches in other countries. 
Citic's biggest headache is the re- 
cruitment. of.skilled personnel. The 
"groups Hongkong office employs 
around 20-30 people, and senior staff 
are all recruited from China. Salaries 
for China staff are said to be abysmally 
low, which partly accounts for the 
group's low overheads when compared 
to those of its foreign counterparts. A 
senior staff member can be paid as little 
as HK$1,000 a month. | 
Citic is restructuring its Hongkong 
investments. It is likely that Citic’s 
Hongkong holding company will. be 
given delegative powers for deals that 
"cost less than HK$100-200 million, a 
¿source said. Rong's eldest son Larry 
Yung heads the local investment arm, 
: leaving the:banking side to Jin. ü 
— 














deal with many aspects of banking. 

In terms of size, Citic is still no match 
for BoC. BoC's assets and registered 
capital at end-1986 were Rmb 345 bil- 
lion and Rmb 5 billion respectively, 
compared to Citic's Rmb 8 billion and 
Rmb 1 billion at end-1986. In 1986, BoC 
extended Rmb 75.52 billion wortli of 
loans against Citic's Rmb 8 million. 

In the domestic market, BoC is bet- 
ter known than Citic. Citic has no 
branch in China outside its Peking head- 
йа: while BoC has 369. Citic is a 

inancier (mainly to provincial govern- 
ments and large corporations) and an 
investor in projects but not the foreign- 
exchange banker a Chinese enterprise 
would normjlly deal with daily to get its 
forex allocations from the state or to set- 
tle its foreign-trade bills. 

In external finance, however, Citic is 


that comes close to BoC in business vol- 
ume and expertise. Citic's record in 
leasing, bond and overseas investment 


young and smaller outfit, Citic is: also 
more flexible and profit-oriented than 
BoC. 

BoC, though, is still regarded as the: 
premier Chinese bank internationally 
and is given a triple “A” rating in the Ja- 
panese bond market, compared to 
Citic’s double “A.” In some areas such 
as syndicated lending, foreign-exchange 
dealing in international markets and 
foreign-exchange deposits, Citic re- 
mains a small player. 

But with the acquisition of Ka Wah, 
Citic has made a quantum leap in bank- 
ing. Ка Wgh provides the group with a 
mich nego banking vehicle to par- 
ticipatedn a wider range of financial ac- 
tivity and accumulate first-hand experi- 
ence in the world's third-largest finan- 
cial centre. For several years, Citic has 
beeg building its expertise in interna- 

бп finance through joint. ventures 
i ign bankers. Ka Wah. and 
gkong will move it onto the fast 








the only Chinese financial institution 


is as impressive as BoC's. Being a | 











edo Rosario |. 






























The Crown Prince Singapore. 
Where bigb expectations are quietly met. 


At the Crown Prince on Singapore’s Orchard Road, itis our 
custom to meet the high expectations of tbe business traveller yp 
In a manner that you could easily get accustomed to. 
Witb only 303 rooms and suites, we can afford 
a little more attention to everything we do... 
Like personalised check-ins. Welcome: 
drinks. Spacious rooms equipped with IDD 
. phone, personalised stationery, colour telete. 
TV, daily fruit basket, a mini-bar, 24-bou 
тоот service. | 
_ There’s no charge for using our fully 

equipped Business Centre. Nor for our 
twice-daily shuttle service to the central busine 

district. bd 
.. For entertainment and relaxation, you'll find our 
ever popular Sichuan and Japanese restaurants, COSY 
lounge, 24-hour cafe and swimming pool a welcome refuge. 
And bere's tbe be 
part. Through a spec 
«package called Busi 
Priorities '87, all this 
is available to you fo 
only $89/- per day. B 
only till June 30, 19. 




















































to: Director of Sales, Crown Prince Hotel, 270 
Orcbard Road, Singapore 0923. 


Rates subject to 1096 service charge and 3% government tax. 











270 Orchard Road, Singapore 0023. 
Tel: 7321111. Managed by Prince 
Hotels ~ Japan. Continuing the a 
Prince Hotels tradition of > 
friendly service. 
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The continuing myth 


ome December, the six Asean 
heads of government are due to 
meet, for the third time, in Manila to 


‘discuss matters of regional concern. 


There will be the familiar handshakes 
and exchange of views and, at the end of 
it all, a polite communique which con- 
tains no new breakthrough for Asean 
economic integration. The outcome is 

redictable because Asean countries 
feck the political will to bind their 


| economies together. 


All the pre-summit lobbying, paper- 


- work and proposals will suffer the same 


fate as the Asean Task Force. Asean 
leaders are still studying the Task Force 
proposals, completed in 1983, which 
called for bolder initiatives in Asean 
economic yos que None of the pro- 
posals — still kept away from public 
scrutiny — have been implemented, ac- 
cording to the Task Force chairman, 
Thailand's Anand Panyarachun. 
Those few who still believe that their 


| proposals for Asean integration will be 


accepted by Asean leaders ought to be 


| more realistic. A private sector-led 


think tank called the Group of 14 (G-14) 
and the Institute of Southeast Asian 
Studies (ISEAS) in Singapore, indepen- 
dently, have gone all out to attract the 
best brains in the region and the world 
to formulate ideas and strategies for 
closer regional economic cooperation 
and integration. 

The outcome of the First Asean Eco- 
nomic Congress — admirably hosted by 
Malaysia's Institute of Strategic and In- 
ternational Studies under the auspices 
of the G-14 — is instructive. Except for 
the G-14, everyone agreed that Asean 
economic integration will not work. 
Asean countries cannot integrate be- 
cause the economic disparities in the 
level of development and incomes are 
too wide. To believe that the issue of the 
distribution of gains and losses can be 
resolved by dose. a sort of compen- 
satory scheme for the poorer members 
is to ignore the reality of political will. 

No one ventured to offer practical 

- solutions because any talk about "politi- 
cal will" must make references to the 
present and future political leadership 
in Asean. Few would dare stick their 
neck out by publicly voicing views likely 
to be critical. The squabbling and ten- 
sions between personalities of Asean 
member countries during the confer- 
ence show that national sensitivities and 
mutual distrust still run deep. 

Surely Asean is aware that it is politi- 
cal will which made European integra- 
tion possible. But Asean is not a copy of 

the EEC. While there were convincing 


| of Asean integration 


political reasons for Europe to take the 
plunge, there were none for Asean. 
Only for a brief period did Asean feel 
the need to come up with an offensive 
strategy, and that was after the com- 
munists unified Vietnam in 1975. 

Ideas on trade and industrial coope- 
ration then mushroomed overnight, just 
as quickly as Asean working commit- 
tees were set up. Twelve years later, 
Asean has nothing to boast about in 
terms of concrete achievement in re- 
gional economic cooperation. Any eco- 
nomic success has been on a case-by- 
case basis. Economic cooperation has 
been limited to regional arrangenents 
which do not cause serious disruption or 
injury to the national projects of indi- 
vidual member countries. 

The Asean preferential trading ar- 





rangements (PTAs) have become a 
ridiculous exercise and should rightly be 
called “Programme for Trade to be 
Avoided.” What was set out 10 years ago 
as a means to promote greater intra-re- 
gional trade has become more an instru- 
ment to test the ingenuity of Asean 
bureaucrats who, under pressure to 
come up with an impressive list of items 
to be offered tariff reductions, included 
irrelevant items or items disaggregated 
into detailed variants, each one of which 


Huang Yuezhen, a journalist in 
Malaysia, has done extensive work 


on the Asean Preferential Trading 
Arrangements. 








is then offered as a single commodity for 
tariff preferences. 

In a number of cases, Indonesia of- 
fers tariff preferences on items which 
serve no practical purpose to Asean im- 
porters. For instance, Indonesia offers 
Asean exporters a 20% margin of pre- 
ference on pure-bred breeding cows and 
day-old chickens, for which the existing 
tariff rate is zero. 

Indonesia is not the only Asean 
country to protest through the PTA. 
The Philippines still includes snow 
ploughs on its list of preference items 
and has even deepened its margin of 
preference from 10% to 20% for Asean 
importers; Thailand offers a 40-50% 
cent margin of preference for more than 
a hundred log items, most of which the 
other Asean countries cannot produce. 

Items that are not offered by Asean 
countries for tariff preferences are said 
to be "sensitive." In reality, the "sensi- 
tive or exclusion" clause is being used as 
an escape hatch to block intra-regional 
trade expansion since there is no clear 
definition as to what constitutes a 
"sensitive" item. For instance, 
products that could be placed on 
the exclusion list included those 
under official investment promo- 
tion; those controlled to 
safeguard and promote national 
interests; those with substantial 
employment and revenue signifi- 
cance; those scnsitive to competi- 
tion within Asean, and those in 
which Asean has demonstrated 
international — cofnpetitiveness. 
That the PTA was designed to 
ensure that no rapid increases in 
intra-regional trade could take 

lace is a clear reflection of the 
ack of political will which ex- 
tends to industrial cooperation as 
well. 


T Asean Industrial Comple- 
mentation (AIC) schemes 
mooted in 1980 never got off the 
ground because of the inability of 
Asean countries to compromise 
on project identification and allocation, 
market sharing and production arrange- 
ments. Briefly, the basic AIC agree- 
ment provides for “organised com- 
plementary exchanges of specified pro- 
cessed or manufactured products" allo- 
cated to the individual participating 
countries. The respective Asean coun- 
try would then enjoy t rivilege of 
exclusive production for X specified 
period (two years for existingNproducts, 
three years for new products). 

That the AIC scheme was no more 
than a “marriage of convenience" was 
revealed when Singapore — ev 
cerned with any kind of prote 
Hed mpra — proposed to * 
under the so-called five-minus-on 
ciple. . 
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< “Private enterprise generally dis- 
‚| dains government intervention in busi- 
| ness But when they dream up com- 
. plementation schemes, they want gov- 
‚ emments to intervene and protect them 
from competition. In the end, it was the 
government which. resisted ігоп-сіаа 
protection for those so fortunate as to 
be allocated the products under the 
AICs,” said Singapore’s then minister 
fortrade and industry Goh Chok Tong. 
Singapore's five-minus-one propo- 
| sal, not surprisingly, was rejected be- 
|. cause it defies the Asean method of con- 
sensus decision-making. But it did lead 
to а compromise of sorts when other 
members agreed to restrict the exclusiv- 
‘ity periods and provide for the excep- 
‘tion of projects exporting more than 
75% of their output outside the Asean 
region. 
~The way Asean countries play “sur- 
rogate parents” to some regional pro- 
jects also reinforces the argument that 
they are not serious about industrial co- 
operation. Take the Asean Food Hand- 
ling (AFH) project, for instance. It 
exists simply because Asean countries 
do not have to foot the bill. 
It will be a test for Asean regionality. 
for Asean resources to be channelled 
into regional cooperation projects such 











€ To believe that the issue of 
the distribution of gains and 
losses can be resolved . . . is 
to ignore the reality of 
political will. 
LJ 





as this one when it runs out of donor 
funds, according to the AFH director 
Anand Panyarachun. 

Putting the message across more 
bluntly. he said that if Asean:govern- 
ments are committed to industrial co- 
operation, they would not want to pro- 
tect domestic industries at the expense 
of efficiency and competitiveness. : 

The Asean private sector is "fed up" 
with all the official rhetoric about indus- 
trial cooperation, and rightly so. To 
date, there are only two or three private 
sector-level. joint-venture projects 
under the Asean industrial joint venture 
(AIJV) scheme that are in operation. 
About nine projects have been iden- 
tified but they failed to take off because 
of deep-seated problems reflecting 
rigidities in structure, administration 
and interpretation. In the car industry, 
one potentia ATJV sector, each Asean 
country па иѕ own local content pro- 
gramme./Chis means there cannot be 
automatic recognition of local content 
for. AIJV car projects. 

The result is a need for. bilateral 
negotiations, which can: become very 

c some -and problematic because 
tK issu&pf balancing benefit is not al- 
My resolved. The “tooth-for-tooth” 
ini tiat 



























the participating country must offer 
something in return — cannot be avoid- 
ed because of the "politics of envy." 
Given the reality of political factors and 
bureaucrats’ intransigence -in com- 
promises, the Asean private sector 
might as well continue to work outside 
the Asean framework. ) 

Тһе economic congress, more than 
anything. has demonstrated that all the 
talk about Asean integration in the ab- 
sence of a compelling political 
framework is a waste of time. That ex- 
plains why ‘not a single dramatic con- 
crete measure or proposal emerged on 
the options for Asean integration — a 
fact which the chairman of G-14 himself 
noted with despair. Asean is, if any- 
thing, still a fragmented group of six 
countries which are highly individualis- 
tic in character and sense of purpose. 


he conference has also revealed 

how immensely difficult it is for 
member countries to cooperate closely 
without first removing the differences be- 
tween, and suspicions of, one another. It 
became obvious during the discussions 
that the Singaporeans felt that they 
were being unfairly treated just because 
Singapore has done well for itself. 

A Singaporean economist, for in- 
stance, questioned the role of Singapore 
in Asean economic integration in refer- 
ring to the ISEAS proposal to combine 
a customs union of the larger Asean 
countries, Indonesia, Malaysia, the 
Philippines and Thailand, with a free- 
trade area comprising this customs 
union and the other Asean countries, 
Singapore and Brunei: It also goes with- 
out saying that Singapore's obsession 
for free trade will prevent it from form- 
ing any kind of regional market arrange- 
ment with the other Asean members. 

The fact that Indonesian Foreign 


‘Minister Mochtar Kusumaatmadja was 
‘reported to^ have said at the time 


the Kuala Lumpur conference was in 
progress that "the idea of a common 
market has received no support" in con- 
sultations he has had with Asean leaders 
is, in effect, süggesting that the Asean 
Economic Congress is barking up the 
wrong tree. Indonesia has always stress- 
ed that regional cooperation should em- 
phasise opening up new. markets. for 
Asean's products overseas. But to make 
its stand loud and clear at this particular 
time is a slap in the face for Asean. 

For these reasons, it is naive to be- 
lieve that Asean integration will work. 
The problems and issues discussed are 
real and serious, and the G-14 is acutely 
aware.of them, These problems should 
be reflected in the final congress report 
to be submitted to the Asean economic 
ministers in. July, Given that the “poli- 
tics of envy" have grown more intense 
and the "political will to integrate" is 
more elusive than ever, the best option 
for Asean isto maintain the status quo; 
that. i: cally influential 
econo bound. — — 



















































toyland 
| Thai toy exports soar as foreig 
companies move in И 


Ву LizCarverinBangkok _ 
hat began as a sideline for s 
Thailand's 1,000-plus maker: 
plastic household goods has beco 
one of the country's fastest-growing | 
port products: toys. While still Чара! 
behind such giants as Hongkong 
export league, Thailand has | 
foreign toy sales rise by 50% and m 
year as it becomes a production b. 
companies from higher-costecork 
Exports may exceed Baht. 1 bill 
(US$39 million) this year, up from B. 
45.2 million in 1980 and Baht 227 
lion in 1984. There are now some 
makers turning out everything fror 
model trucks to delicate porcelain dol 
and wooden educational toys — the 

























oriented companies. Thai compan 
are. producing for such big names 





| others expected to start up in 1988. 


















Tonka (which markets model car 
Barbie products for Mattel: 
Manufacturing began shiftin 
Thailand in the early 1980s,. v 
Hongkong companies (anda handfu 
Chinese and Japanese firms) set up јо 
ventures with Thais. The Hongko 
side brought in technology and mark 
ing skills; the Thais provided chea 
labour and land. Thailand alse provid 
a package of investment incentives, asi 
did for several other targeted industries 
including tax holidays of three to eigl 
years and low-duty (or duty-free) im 
ports of raw materials and machinery. 
There are now 19 firms in this incen- 
tive programme, though only about a 
dozen are operating — with several 





















hed capa- 






"Production has now 









he toy makers, has said it had 
bout Baht 100 million worth 
or 1987. It projects exports of 
00 million for this year — up 40% 
986, triple the 1985 figure and 10 
hat of 1983 (its first year). 

're is definitely room for Thai Toy 
iers to grow: Thailand now only 
out 0.3% of a world market valu- 
ome Baht 60-70 billion a year. 

w wages have been a key factor in 
а ment of the industry, as 
uts account for 15-20% of the 
cost of the item. "It costs HK$80 
$10.26] a day to hire labour in 
gkong," says an official at one 
int-venture company. "Here, we pay 
iht 73 a day. We get the same produc- 
n as we would in Hongkong — or 
out 80-85 toys an hour on an assembly 
е. It is also easier to get temporary 
for special orders. 

































toys. Cue 
While soft: toys (such as dolls) and 
wooden toys can be manufactured using 
largely local materials, the biggest seg- 
ment of the industry — the plastic-toy 
market — must still import much of the 
resin needed for manufacture. Moulds 
must also be imported for most plastic 
items, generally from Hongkong. Al- 
together, the toy industry must still 
import an estimated 75-8076 of its in- 
puts. However, the local plastic and 
toy industry should be one of the big 
beneficiaries of local petrochemical 
production, forecast to begin in 1989 
(REVIEW, 18 Dec. '86). 

Another plus for Thailand has been 
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costs in the Thai toy industry. The com- 
parable figure for Britain, for example, 
is a bit more than 2%..But this gets 
Thailand more points on GSP rating 
systems. Even when toys are unable to 
get the duty-free GSP benefits, how- 
ever, “cheaper Thai labour offsets [this 
disadvantage] immensely," says an in- 
dustry analyst. 
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-election concessions have re- 
inforced doubts that the federal 
ernment will be able to meet its 
r of bringing its current account 
ick into the black by 1989. In a state- 
it issued on 22 April — two days be- 
- Malaysia’s ruling party, United 
ays National Organisation, was to 
ts office bearers — the Minister 
ance Daim Zainuddin rescinded 
lier decision to withdraw pen- 
t: civil servants who have served 
n 10 years; The restoration of 
sion rights follows a similar climb- 
in last December on the imposition 
her interest rates on government 

15 to civil servants. ' 
Daim’s budget speech announce» 
tin October that the junior civil ser- 
ereto be placed in the Employ- 
vident Fund scheme had been 
he first sign that the govern- 
















ernment deficit will widen again this 
т unless there is a. very sharp cutback 
levelopment expenditure. The latest 
t from the central bank, Bank 
Negara (BN), reveals that the financing 
deficit. of. the total, public sector. in- 
reased to M$12.2 billion (US$4.93 bil- 
ion) last year, ог 18.3% of gross.na- 
tional product, compared. with M$5.7 
billion or 8% of GNP in 1985. 
= Н now looks as if development ex- 
penditure will indeed bear the brunt of 
the cuts in government spending. On 1 
.pril; the director-general of the Ec 
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Soenarno, announced 
that total expenditure 
on public programmes 
under the Fifth Malaysia 
Plan (1986-90) would be 
slashed from M$74 bil- 
lion to M$49 billion. 
Radin added, however, 
that programmes left 
over from the previous 
five-yeàr plan would still 
be completed, so the ef- 
fects of the cuts will 
probably be felt most 


strongly towards the end "fr fa "7a о di бо байи чо бе” The merchandise ac- 


of the decade. p. йн Re pet 
The combination of 
an 8.8% drop in federal government rev- 
enue last year and the higher public- 
sector expenditure resulted in a M$400 
million increase in the government's ex- 
ternal borrowing, to M$1.3 billion. 
Total external debt for the country rose 
by M$8.7 billion to M$51 billion, indi- 
cating a debt-service ratio of 17.6%. 
Much of this increase, however, was 
due to the appreciation of foreign cur- 
rencies against the Malaysian dollar. 
No forecast has been made for debt 
growth this year, but BN economists be- 
lieve that after two years of falls, gross 
national savings should increase b 
around 7%, thanks to a projected 3,7% 
growth in GNP at current prices. But 
most of this growth in savings is expect- 
ed to come from the private sector, as 
the: public sector. savings-investment 
gap should widen to 14% of GNP, > 
‘The latest estimate for econo! 
this year is based on forecast 





NEWWOWGAMb Ae ee a record surplus of 





a 4-5% overall improvement in the 
average prices of Malaysia's commodity 
exports. Analysts also 
assume that manufac- 
tures — which are’ ex- 
pected. to account. for 
44% of gross exports in 
1987 — will enjoy a 1276 
surge in overseas sales. 
If these two forecasts 
prove accurate, Malay- 
sia's terms of trade 
could improve by about 
2% in 1987, compared 
with calamitous falls of 
14.2% and 4.9% in 1986 
and 1985 respectively. 


‘Forcast B count is forecast to show 


M$9.6 billion this year, compared with 
M$8.4 billion in 1986. Invisibles are not 
expected to grow so quickly, with the re- 
sult that the current-account deficit will 
























| | moderately 
this year now that the econ Б begin- 
ning to recover. The consumer price 


index is expected to grow by about 
1.595, compared with 0:795. in 1986. . 
Growth in the monetary aggregates has 
accelerated sharply since the: fourth 
quarter of 1986, with M3, co igg 
currency in circulation and pgfate sgt- 
tor deposits with the banks and figefnce 

npanies, growing by 8.5% over the 
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T THE VERY LATEST 
UNICATIONS 





45°C in the shade, Jebel Al Khashdatt, Oman. 
Omanis can make phone calls from here, to 
anywhere in the world, and never talk to an 
operator. 

Oman has installed a cellular mobile tele- 
phone system in the Capital Area, Salalah, and 
along most main highways. The system gets 
some of its strength from the sun itself. Solar 
panels power isolated radio base station sites. 
The Ericsson-designed power system can pro- 
vide the site with 1500 watts continuously for 
10 days without sunlight. 

The system creates an oasis of new custom- 
er groups for the Ministry of Posts, Telegraphs 
and Telephones. Businessmen now use mobile 
telephones as a part of their everyday life. 

Ericsson is the world’s largest supplier of 
cellular telephone systems. 45% of all cellular 
callers call on Ericsson. 

No wonder so many operating companies 
do the same. On five continents, in 22 coun- 
tries, including Saudi Arabia (the world’s first 
fully-automatic), Tunisia, China, Malaysia, 
Indonesia, Australia, and New Zealand. 

Cellular mobile telephone systems. The latest 
way for you to keep profits from drying up. 


ERICSSON Z 


Ericsson Radio Systems AB 
Q.1A5A80 Stackhalm Sareden Telenhane: 444-2 78700 00 
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JAPAN FINANCIAL 
REPORT 


Published Fortnightly ... 
The Most Authoritative Newsletter Of Its Kind... 


We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia's leading business/news 
magazine. 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified ... 

Hanson along time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
e Financial Times and The Times of London among other prestigious journals. 


nder his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the 
ame time provide you with an unparallelled insight into the workings and thought process of the 
apanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 

Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will sérve to keep 
fou abreast and, in many cases, ahead of rapidly changing events which can and often do affect 
apan's financial, economic and industrial well 


TW Subscribe Now... 


Act Now And Begin Reaping The Benefits... | ^ ^ 07 -] 
Ste Te her ee ee CONSER ee ee UE FAR EASTERN ECONOMIC REVIEW LTD 
on't delay! No other publication of any kind 
| ; ; PUBLICATIONS DIVISION 

can match the scope and depth of information 

. à GPO BOX 160, HONG KONG 

ou’ll get in every issue of the JAPAN FINAN- А 
CIAL REPORT. Do it now while you аге think- t 
ng about it. To subscribe simply complete the 
pecial trial subscription order form and return 
vith the indicated amount. 


JAPAN FINANCIAL REPORT is designed to 
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Please enter my subscription to the JAPAN FINAN- 
CIAL REPORT for the indicated term. 
I enclose cheque/M.O. inthe amount of 


LJ Please charge my credit card. 


[1 6 months US$272 [1 1year US$495 
(Payment may be made in equivalent in local 
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lp you by providing vital information you currency) (Please print in block letters) 
eed which in the short term might save you Name 
ime, energy and money, and in the long term 
help in strengthening your Japanese business Address 
activities. б 
Guarantee... Charge Es D 
Should the JAPAN FINANCIAL REPORT fail for carg е 
апу reason to live up to your expectations you Expiry date E č 
may stop your'subscription at any time. We'll . 5 
romptly refund the unused portion of your мА | : TES . 9 
iption payment. So you see you have og. Signature: с. | ag 
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Growth opportunities worldwide 


PRIVATE BANKING 
RE-DEFINED 


A American Express Bank we believe that 
yesterday's concept of “private banking" no 
longer meets the needs of today's complex world. 
And so our approach to private banking is as 
different, as innovative, as our bank itself —in a 
number of ways. 

For example, we are one of the very few banks 
that specialize in serving international clients, and 
we have over 65 years of experience in this field. 
Tod: ly, with 99 offices in 43 countries — one of the 
world's largest networks — we are present in all key 
financial centers of Europe, Asia and Latin Amer- 

1. In Switzerland, private banking services are 
тга by American Express Bank (Switzerland) 
AG. And, through American Express Bank Inter- 
national, we now serve international clients in the 
major U.S. gateway cities of New York, Miami and 
Los Angeles. 


Exclusive services 


Moreover, we offer an exceptionally broad spec- 
trum of services, including Gold Card” privileges 


through American Express Bank and our exclusive, 


round-the-clock Premier Services?" for the busi- 
ness and personal travel needs of certain clients. 


Another example, our asset management. In 





оч И 
American Express Bank Led 


addition to full-time, professional portfolio man- 
agement, we give you access to the investment 
opportunities provided by the worldwide Ameri- 
can Express family of companies. Result: you have 
an unequaled choice of ways to protect your assets 
and make them grow. 


Your personal advisor 


To help you benefit from this broad array of ser- 
vices, we assign one of our Account Officers as 
your personal advisor. An experienced profes- 
sional, he coordinates American Express Bank's 
global resources on your behalf, supported by one 
of today's most advanced telecommunications and 
computer networks 

Private banking re-defined, by American Express 
Bank: personal, innovative, fine-tuned to the special 
needs of international clients. For more information 
on how this unique concept can help you reach your 
financial goals, contact us today. In Hong Kong, 
telephone 05-844 06 88; in Singapore, 22-023-11. 


————— ө 
А nne! UM Expr u Bank Ltd. is ad u holh “OU ned subsid- 
lan o Americ гт Express Company, which bas assets 
of more than USS99 billion and shareholders equity in 


excess of USS 5.7 ор. 
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| € WITH abacus stuffed into hip poc- 
ket, Shroff went strolling along the 
|. Ginza. Buoyed by Tokyo’s soft, warm 
he walked the length of 
ома Street, passed the department 
res, banks and securities houses, and 
wn to the world's biggest stock ex- 
| As Shroff paused in a corridor 
he meaning of it all, he over- 
conversation mU the mar- 
ajor, non-Nomura players, and 
:d it down before the gems of Ja- 
' capital-market wisdom were 
sd irretrievably into the exchange's 
conditioning ducts. 
Salesman to analyst: Give me one 
e of reasons to buy Mikimato Ce- 
ment. I need to call every fund manager 
in the book. The whole cement sector is 
| moving апа Mikimato looks cheap. 
Hurry, or the fund managers will call 
Nomura, get a reason from them and 
Nomura will get the orders. 
"o'vsAnalyst: You're crazy if you think 
уои сап sell Mikimato to even a có 
It's trading on a p/e of 3,742. It hasn't 
roduced any cement since 1953. 
ikimato is a financial engineering 
company rumoured to be shorting the 
index in Chicago night trades. 
Salesman: 
buy. Mikimato. Get serious. I need 



























risen 15%. We're losing business! ` 

| - Analyst: OK. Mikimato, among the 
first of Japan’s major cement suppliers 
to diversify its manufacturing base into 

a tange of hi-tech non-products, is fore- 

cast. to boost third-quarter earnings 





| "through superior cash-flow manage- 


ment. Grossly undervalued, the com- 
|. pany presents a major bargain to the 
| gentleman punter. A strong buy recom- 
‘|o meridation. 

~ Second salesman: What's Nomura 
| doing? 


Second analyst: Wait! Here's my re- 


port on the precision machinery sector. 
You're going to be impressed. The p/es 
average only 237. There's real value 
here. Solid earnings growth all round. 
Why don't we push precisions? 

econd salesman: Look, the market 
dropped precisions as a theme when 
South Korea began producing minia- 
ture ball bearings in 1961. Where've you 
been? 
What's Nomura doing? 
Second analyst: I don't follow Nom- 
ша. „ә 
Second salesman: You've got two 
hdurs to clear your desk. 
ranch manager: What's Nomura 

















phone to fund man- 
to. We advise 60,000 


now... The cement industry isi 
good amid signs of recovering. 


Ose aren't reasons to 


reasons.: Quickly! The sector has just 





Quicl i quick. ... What's Nomura doing’ 


domestic demand and a construction 
boom is just around the corner. Most 
fund. managers we've called say 
Mikimato's already in their bag. They 
are lucky to have moved so fast but we 
believe time and fundamentals are still 
on our side. 

Fund manager: Count me in. 60,000 
Mikimato — I’m light on transport 
shares. What's the weather like in 
Tokyo? 

alesman: The quick machine says 
it's up 2276. 

As Shroff pondered the Bici his 
train of thoughts was shattered 
burst of müsic from a street cafe. A 
1970s song, it seemed: 

And the first one said to the second 
one there, 

I hope you're having fun. 

Band on the run. 

Band on the run. 

Shroff jotted down the lyrics, then 
continued eavesdroppi 

Salesman (to himself): Good thing I 


bought Mikimato for the wife. Think I'll 
| sell it for the wife, too. Let's wait until 


two more fund managers are on board, 
then we'll rest up on Waikiki, Гі take a 
swim before | take a bath: 


The. salesman. and his colleagues. 


moved off to an adjoining room. But 
Shroff, as if in a trance; could still hear, 
from another office somewhere in the 


‘city, a new voice: | 
'^ Mikimato chairman to board: Gentle- 
men, I shall depart from tradition and. 


come straight to the point, for a crisis is 
upon‘ us. We hear that foreigners are 


taking a substantial position in our. 


stock. As unclean and detestable as all 


this may appear, we.must tréat the mat-: 


ter with the utmost seriousness. 
. You are all aware, I 
Chicago position in To 
futures. 


rection of 1,200 points. That is what our 
futures position is all about. As the mar- 
ket goes down, we, gentlemen, are des- 
tined to fill our coffers. 

But you will all agree, I am sure, that 
we face no obligation to bestow ‘such 
fortunes upon foreigners. 

To be brief, gentlemen, we have but 
four days in which to short our own 
stock, We trust that foreigners will 
panic and sell, panic and sell. We can 
rely on them now as we have in the past. 

We shall advertise that this technical 
position, taken by. we cannot know 
whom, is, and most unfortunately so, 
based upon a scrutiny of highly confi- 
dential information pertaining to catas- 
trophic business results which, and we 
really do apologise to investors; hap- 
pens to have been leaked. 

Then тетеп, 


the 


resume, of our: 
yo stock-index . 
е have it on the highest au- ` 
thority that the market is awaiting a cor- . 








the prudent i 



























lines were be up 
Head office is. giving 
Nomura. Why didn 










him. But who have IBH 
need? 

Salesman: How about Joe? -> 

Branch manager: Good thin 
Let's get him. Tell him we'll add a ya 
to the package if he can be here at 7 
inthe morning. 

Second salesman: Joe says it's o: 
worth his while if he get’s a crew: for th 
yacht. 

‚Branch manager: Well, go and ge 
him a crew! | 
And the refrain sounded: 

. to the second one there; 
1 hope you're having fun. 
‘Band on the run. | 
Third analyst: Here it is straigiit fron 
street! I know what Nom 
doing! 

> Branch manager: What! Now! 

Third analyst: It's bidding up ? 
ura to 10,000. | 
- Branch manager: Why? 

“Third analyst: We need to k 
most of Nomura's long positions 
wer that. 

Branch manager: You get the ans 
wer, you get a yacht. 

Second salesman to analyst: 
ura's moving. Get me th 
Daiwa, Nikko arid Yamaic 
get on the phone! : 

Analyst: What's a p ple? 

Second salesman: It’s a price | 
pective potential earnings ratio. Which 
market do you think you're in? D 

Accountant to branch manager: 
this ¥50 million for the shop ac 
count in Mikimato or tomorrow's of 
party? 

Branch manager: | was hoping yo 
wouldn't ask. 3 

And the refrain continued: |” 

I hope you're having fun: 
Band on the run. | 
And Shroff saw а dustbin o : 
pavement, and consigned his abacu o 
yesterday's trash 


































































Restoration of normal 
profitable trading in all sectors 
of the diamond industry 


Extracts from in the utilisation of bank finance 

~ Julian Ogilvie Thompson’s | in the cuttingcentres, the higher 

5 Statement for 1986 turnover being largely financed 
1986 saw the restoration of with the industry s own funds, 


There isa mood of confidence 
in the cutting centres and in the 
retail trade which augurs well 


normal, profitable trading in all 
sectors of the diamond industry 


= — adevelopment that had a 
bh ae LA for 1987, given no unforeseen 
_ collective significance too, in that developments, the anticipated 
— itconfirmed the funda- P › P 
- mental soundness of the 


— diamond business and 





were good, notwithstanding the 
higher rand/dollar exchange rate 
at the year end. 


Record dividend 
Total dividends on the 


deferred shares were increased 
by 45 percent toa record 80 
centsa share. The dividend was 
2.6 times covered by 
earnings, compared with 
3.3 times the previous year. 


___ its structure, and demon- Group diamond stocks, 
-. strated once more the at $1,847 million, were $51 
— effectiveness of De Beers million lower than the 
.. centralised selling system. previous year. Our stock- 
Total sales of rough pile is soundly and 
diamonds by the Central adequately financed and 
Selling Organisation we remain entirely willing 
rose by 40 per cent to tocarry large stocks to 
US $2,557 million. During ensure — in the interests of 
the year the CSO came to the whole industry — that 
sell all qualities and sizes unsound trading and 
of rough diamonds, so speculation does not arise 
that for the first time for again as it did in the late 
many years demand for EN seventies. 
rough diamonds from On Oe ie ы Our Industrial Division 
the CSO was back in had another satisfactory year 
balance with current production growth in the world economy, with total sales reaching a new 
available from its manysources and continued co-operationby high and profits in dollar terms 
around the world. producers. Demand at thefirst marginally ahead of 1985. 
three sights has remained buoyant, ^ Production from De Beers’ 
Jewellery sales though the movement of this off- mines and Debswana, which 


World retail sales of diamond 
jewellery attained yet another 
record. It is pleasing to note that 
there has been no undue increase 


take of rough diamonds through 

the pipeline into retail sales will 

have to be carefully assessed. 
Group results for the year 


De Beers holds in equal partner- 
ship with the Government of 

Botswana, was 3 per cent high 
at 23,945,000 carats. 


















.. The Company continues to 
strive for equal opportunity 
forall its employees and to . 
. ameliorate, as far as lies within 
.. itspower, the disadvantages 
г that flow from the existence 
_ over the years of discriminatory 
: legislation. The abolition of 
| statutory job reservation in the 
... mining industry, which we have 
urged for many years, has again 
been delayed by the Govern- 
.. ment. However, following the 
. tepeal of influx control, our 
_ South African mines are urgently 
planning a major expansion of 
the Company shome-ownership 
scheme. Regrettably this still has 
'.— tobe done within the constraints 
. ofthe Group Areas Act. Our 
` objective is that all South African 
. employees should be free to 
..—. choose between living with their 
families in their own or rented 
_ homes, or singly in hostels. We will 
© need Government co-operation 
.. intheproclamation of land and 
the provision of the necessary 
community infrastructures. 









— Education - 
~ Inthe context of mitigating - 
the effects of an inferior educa- 
tionalsystem, itis encouraging 
that greater success is being 
achieved with the Pre-University 
Bursary Scheme for prospective 
black undergraduates. The —— 

«purpose of this scheme, in line 
with our policy of merit-based 

‚ manning, is to help black gradu- 

. atestogualify for management 
pfsitions in the Group. Wecon- 

tige our substantial in-service 


i JSS schemes. | 


abolition of the remaining 


Last year I noted that the 


Government had announced 


‚ апа was in the process of 


implementing a number of 
reforms, and indeed its abolition 
of certain restrictions on black 
people constituted a significant 
movement toward greater racial 


equity which has materially 


eased their daily lives. These 
changes, however, were but part 
of the necessary process of 
paving the way for properly 
representative negotiations on 
the country’s constitutional 
future. | had hoped that further 
initiatives would soon follow but 
that, alas, wasnottobe. 


Abolition of apartheid 

Campaigning for the election 
to be held in May for the White. 
Chamber of Parliament suggests 
аса larger section of the ` 
electorate than had generally 


_been expected has swung to the 


view — which wehavelong _ 
advocated — that Government 
must press ahead with the 


vestiges of apartheid in order 
that negotiations without pre- 
conditions — other than a 
cessation of violence — can ` 


- where we were able 


- somuch to the subsequent 


' ofusin De Beers and the CSO- 
will continue to play our full part 
. inthe maintenance of prosperity 
B inthe diamond business. | 


facilitate and accelerate те 


Last July a number of my 
colleagues and I attended part o 
the 23rd World Diamond 
Congress of diamond bou 
and manufacturers in Tel A 




















acquaintances with 1 
leading personalities an 
the younger generatio 
diamond business, all of whe 
had played their part i ringi 
the industry through its mos 
difficult period for 50 years. 
It was appropriate that the - 
congress should have been held 
іп Israel which was Һе first — | 
centre to be hit, and perhaps the 
hardest hit, by the depression, — 
and whose ingenuity contribute 



































recovery. Israel and the other - 
cutting centres, aswellasthe __ 
producers, may be sure that all 


Thefull Chairmans Sate n 


< dscontained in the Annual — 


. Report of the Company for the | 


begin on a constitution thatwill . У) 


enable all South Africans to 


participate fairly and fullyin the ` 


political process, that offers 
equal economic opportunity to 
all, and has an entrenched Bill of 
Rights. We must hope that the 
election will show that this view. 
now hassuch an influential 
measure of support among 
white voters that it will materially 


рев ne Consolidated Mac 













Limited 
(Incorporated in the Republic of South Africa) 


London Office 
40 Holborn Viaduct, 
London ECIP 1AJ. 


De Beers. 

















COMPANIES 


Bond ina bind... 


An Australian entrepreneur hits financing obstacles in Hongkong 


By John Mulcahy in Hongkong 
Щн Australian entrepreneur 
Alan Bond, whose entry into 
Hongkong has been nothing if not 
eventful, is facing a new and unexpected 
obstacle. Having offended the securities 
establishment and apologised for his in- 
discretion, as well as hiring and firing a 
chief executive within months of 
launching the locally registered Bond 


_| Corp. International Ltd (BCIL), Bond 


- | BCIL’s sorely needed HK$1.5 billion 


per 


_ “ae 


| now finds himself at odds with the terri- 


tory’s two biggest merchant banks. 

At stake is the underwriting of 
(US$192.3 million) rights issue, on 
which Wardley and Jardine Fleming 
had agreed to cooperate. That was in 
February, however, and subsequent 
events have persuaded both institutions 
to back off. 

Neither Wardley nor Jardine Flem- 
ing is admitting withdrawal from an 
underwriting arrangement, but both are 
believed to feel unable to participate in 
current circumstances. Taking the heat 
out of the chemistry between Bond and 
the merchant banks was 
his impulsive and unilat- 
eral decision to buy a 
huge twin-towered of- 
fice block on the edge of 
the Central business dis- 
trict. 

Another concern to 
potential underwriters is 
the possible overhang of 
BCIL shares in the mar- 
ket resulting from a dilu- 
tion of the holding com- 

any's stake in the 
ongkong subsidiary. 
According to the pros- 
pectus issued at the time 
of BCIL's public offer in 
December, Bond Corp. 
International Holdings 
agreed not to dis- 
pose of any shares for 
six months, and then to 
maintain its stake at 
50% or above. As its 
present stake is 66%, that undertaking 
presents to some investors the prospect 
of a surfeit of scrip on the market, prob- 
ably before the holding company's 30 
June year-end. 

The office development, formerly 
Financial Square but since renamed 
Bond Centre, was bought by BCIL for 
HK$1.9 billion, but without reference 
either to the group's lead bank, Hong- 
kong and Shanghai Banking Corp., or 
to the two merchant banks. Neglecting 
to seek advice, if not permission, to go 
ahead with the investment is believed to 


have riled the bank and the prospective 
underwriters. 

Bond's reputation for mercurial 
dealing has been reinforced by a series 
of transactions completed since his 
group's first incursion into Hongkong in 
October. Apart from the Bond Centre 
deal, BCIL bought Hongkong Land's 
residential pro г расово and a 
27% stake in HK- , the territory's 
pre-eminent TV station. 

In all, the purchases have left the 
group with existing or pending liabilities 
of around HK$4.5 billion, and share- 
holders’ funds of HK $400 million. It is 
to address this shortfall in equity that 
the rights issue has been proposed. Re- 
luctance by Wardley and Jardine Flem- 
ing to guarantee the issue has brought 
Sun Hung Kai International and In- 
dosuez Asia into the picture. But even 
with new institutions involved, the 
rights issue is unlikely to materialise for 
at least a month. 

Several matters of deep concern to 
underwriters, and indeed to sharehold- 

ers at large, have been 
highlighted in the BCIL 
"Io for financing. The 
irst, and mostimportant, 
surrounds Bond Centre, 
and goes somewhat fur- 
ther than annoyance at 
the group’s failure to dis- 
cuss the purchase withits 
bankers. 


Art to bring in a 

partner in the build- 

ing’s holding company, 

Admiralty Development 

Ltd (ADL), has run into 

complications. Although 

a letter of intent was is- 

sued by an interested Ja- 

panere investor early in 

arch, this buyer is now 

believed to have receded, 

and Bond himself has 

flown to Tokyo in his 

private Boeing 727 in 

an effort to drum up alternative in- 
terest. 

But peculiarities in the structure of 
ADL, and more pertinently in its tax 
prone, have already scared off buyers 

een on a quick sale by sectional title. 


Recognised as a property trading com- 


pany, ADL would be liable for profits 
tax on capital gains, or to a contingent 
liability for the section of the building 
not sold. This classification would 
change only if the building was retained 
in its entirety for four years. 

Under such a circumstance, an in- 


vestor is required to participate for the 
long баш oc BCIL wil have to adjust its 
asking price to recognise the tax liabil- 
ity. The latter course would defeat the 
object of selling a large share in the 
building, while there is a limit to the 
pool of investors prepared to put up 
close to a HK$1 billion for an effective 
minority stake in a project that cannot 
be traded for four years, a lifetime in 
Hongkong's volatile property market. 

A third option, that of selling the en- 
tire scheme, also exists, but would re- 
quire an admission of defeat quite out of 
character for the swashbuckling Bond, 
and has not been seriously considered 
by any of his advisers. 

Whether the change of heart at 
Wardley is related in any way to a view 
held by its parent, Hongkong Bank, 
that exposure to Bond's various in- 
terests is already adequate, remains a 
subject for debate in the territory's 
banking community. Bond has particu- 
larly close ties to the bank’s former 
chairman, Sir Michael Sandberg, who 
personally intervened some years ago in 
an attempt by Wardley Australia to cut 
back its exposure to Bond Corp. But the 
bank’s new chairman, William Purves, 
is a tougher nut, and though apparently 
unperturbed by the present level of ex- 
posure, he is understood to be reluctant 
to advance further sums. 

Curiously, those sceptical about the 
wisdom of supporting a BCIL rights 
issue acknowledge that the group has 
acquired good assets in Hongkong, and 
given time could be developed into a 
useful company: But they fear the 
finesse at deal-makinge is not always 
matched by logical financing mechanisms. 
BCIL's debt is predominantly short 
term — Hongkong Bank's estimated 
HK$2.4 billion exposure was recently 
rolled over to 31 July — and is hostage 
to the vagaries of the money market. 

If the rights issue were to succeed, 
the funds raised would all be absorbed 
in repaying bridging loans to the Aus- 
tralian ec pn and to Hongkong 
Bank, as well as completing instalments 
on the TVB share purchase, with no- 
thing remaining to finance the HK$1.33 
billion still outstanding on the Bond 
Centre purchase. 

Bond's international operations are 
no less needful of cash, with recent 
transactions including a US$90.8 mil- 
lion deal to buy a major stake in Merlin 
Petroleum Corp., whose primary activi- 
d is in oil exploration in Papua New 

uinea; a US$100 million bid to acquire 
a stake in San Miguel Corp.; and the 
A$1.05 billion (US$747 million) pur- 
chase of Kerry Packer's Аиѕмәдр TV 
network. 

The speed with which Bond has bgen 
able to construct a diversified g in 


Hongkong is testament to hj or an 
ру: His Шш ogether 
coherent financing is somethingkhat re- 


mains to be tested, and as usual, the dt 
fort is steeped in controversy. * 
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ECONOMIC RELATIONS 


The Tokyo 
initiative 
“дарап promises loans 
‘increase at ADB 


By Anthony Rowley in Osaka 


gee will emerge as a much larger 
provider of development funds in 
Asia asa result of initiatives announced 
f atthe 20th annyal meeting of the Asian 
" Development Bank (ADB) in Osaka 
(27-29 April). These form part of acom- 
prehensive package which will involve 
„арап raising its total overseas develop- 
"ment flows by some US$30 billion over 
the next three years. 

An important component of the 
package will be a new special fund 
> Which Japan will create for the ADB, 
¿along the lines of the US$2 billion Japan 
Special Facility established at the World 
Bank for project loans and technical co- 
operation. Roughly one-tenth of that 
was in grant form and the remainder 
came via special World Bank access to 
Japanese capital markets. 

Japan's Finance Minister Kiichi 
Miyazawa disclosed the ADB special- 
fund plan at the opening of the Osaka 
, meeting. Miyazawa said: "Japan is pre- 
"pared to positively study financial co- 
operation similar to the World Bank's 
| special funds, to be established this fis- 
` cal year. 
“О operation is intended to соп- 
€ to strengthening the borrow- 
ingicountries' development-programme 


"alleviating the burden: on 
rn leads to an increase 
ks P ding to respond to thé 
g оше needs, J 















UNCOMPROMISING STANDARDS 
ARE HERE TO STAY. 


The more you travel, the more you will 
appreciate The Pavilion Inter-Continental. 
A very individual, luxurious hotel where 
service is quietly dedicated to standards which 
never compromise. 
Where it should come as no surprise to 
find Singapore’s most elegant restaurants such 
as Maxims de Paris. 
Isn't it time you came to stay? 
At Number One Cuscaden Road, 
Singapore 1024. Tel: 733 8888. 
For reservations just call: Bangkok 251-5764 
Hong Kong 5-229 879 Jakarta 370 108 
Manila 81-59-711 Sydney 232 1933 Tokyo 503-4111. 
Or any International Airline, Travel Agent 
or Inter-Continental Hotel. 
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and financial markets.” 

©. Miyazawa gave no further details, 
but Fumiya Iwasaki, director-general of 
the international finance bureau of 
Japan’s Ministry of Finance (MoF), 
elaborated upon the АРВ special- 
fund. plan in ап interview with. the 
REVIEW.. Eoy” H 

on the special facility 
reliminary stage and no 
gures" had yet been worked 
asaki, The essence of the 
was. to provide 
ing funds” which would 


nhold. — . 
The ADB annual report —- publish- 
d shortly before the annual meeting — 
otes that new lending commitments by 
ie bank in 1986 rose only marginally 
bove the 1985 level and disburse- 
ents increased even more modest- 


|. The net transfer of resources by the 
ank actually declined as repayments 
xceeded disbursements. Total lending 
ommitments by the ADB have been 
gnant at around US$2 billion annu- 
lly over the past few years as economic 
cession and falling commodity prices 
e reduced developing countries’ abi- 
ty to pay for and willingness to proceed 
with development projects. 
Although the US is opposed to what 


argets by the ADB, the bank's manage- 
ent and certain other principal 
mber countries are convinced that 
сей exists and that the develop- 
ment momentum must be maintain- 


* Japan's attitude is crucial in this re- 
spect, and the fact that it is now pre- 
'pared to front-up considerable sums of 
‘money without prior concessions over 
its voting power within the ADB is seen 


to expanded access to Japanese capital | 











sees as a preoccupation with lending. 





as very encouraging by bank direct 
from developing countries and by the 
management. 

Iwasaki mentioned the fact that cer- 
tain developing countries were being 
forced by gross national product consid- 
erations to graduate from soft loans to 


- harder loans from the ADB — from the 


Asian Development Fund (ADF) to or- 
dinary capital resources (OCR) lend- 
ing. This had made them “more sensi- 
tive to interest-rate changes” and thus 
more reluctant to borrow. The ADB 
must develop a wider variety of loans to 
help such countries and provide more 
sector and adjustment loans, he noted. 

Although Japan is a much larger con- 
tributor of funds to the ADB's soft- 
loans window (ADF), its voting power 
within the bank proper (OCR) is equal 
only to that.of the US. The cumulative 
amount contributed by Japan to ADF is 
US$3.98 billion (to 31 December 1986) 
соора with US$1.29 billion by the 
US. 


Ba countries’ subscription to the 
capital stock of the bank proper 
are around 15% of the total and both 
have around 12.5% of the voting 
power. 

Non-Japanese sources in the bank 
suggested that by fronting up funds to a 
new special facility Japan is probably 
hoping ultimately to increase its voting 
power in the АРВ beyond that of the 
US. A US official noted, however, that 
the equal balance of voting power be- 
tween the US and Japan had “served the 
bank well” and any change would be 
seen as a “drawing away from the re- 
gion” by the US. 

Miyazawa’s announcement of the 
new special fund follows recent indica- 
tions by Japan’s former foreign minister 
(now head of the ruling Liberal Demo- 
cratic Party — LDP) Shintaro Abe, that 
Japan will make available some US$30 
billion of additional funds for overseas 


cision 





o E 

by the LDP 

tional cooperation," as Iwasaki put it, 
through . recycling — Japan's trade 
surpluses through private channels and 
through official development assist- 
ance. 

This US$30 billion is likely to be 
disbursed during ће. period 1987-90 
and will take four forms, Iwasaki 
said. 

These will be: government grants, 
low-interest funds from Japan's Over- 
seas Economic Cooperation Fund, untied 
loans from Japan's Eximbank (such as 
the US$30 million facility agreed on by 
the Eximbank for the Philippines and a 
US$900 million facility for Indonesia) 
and, fourthly, commercial lending by 
Japanese banks and access to Japanese 
bond and capital markets by. develop- 
ing-countryissuers. . 

Abe suggested that a significant pro- 
portion of this new money might go to 
Latin American countries but Iwasaki 
told the REVIEW that he personally 
hoped that Asia would be a principal re- 
cipient. At the same.time, Japan hopes 
that the ADB will not permit the two 
new entrants — China and India — to 
pre-empt too great a share of total 
lending and that smaller countries 
will continue to have adequate ac- 
cess. 

The proposals for boosting Japan's 





overseas funding still have to wintheap- | 


proval of the LDP and of the powerful 
budget bureau of the MoF. The Finance. 
Ministry will ask for appropriations for 
the ADB special fund to be made 
in the government budget for fiscal 
1988. 

Toyoo Gyohten, vice-minister for 
foreign affairs at the МОЕ, told the 
REVIEW that as with the World Bank's 
Japan Special Facility, Japan would try 
to “respect the ADB's wishes" over how 
the new special fund is administered and 
disbursed. 













Y31Dec.| S$27.74m 
(US$13.1m) 
H28Feb.| $$43.17m 
(US$20.3m) 
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COMPANY RESULTS 





$$456.18m 
(US$214.7m) 


(US$183.9m) 


Cost savings and profits from sale of industrial equipment 
All main. activities, particularly overseas operations, | 
achieved higher profits. Advertising revenue for rest of 








yeartorise from year ago. 





M$1.22b 
(US$493.9m) 









Y31 Dec.| Р1.116 
(US$54.1m) 


Y31Dec. | Rs341.4m 
(US$27m) 
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Hs115.2m 





P12.22b 
(US$596.1m) 





Profit 


Rs1.63b 
(US$128.9m) 


were reported to have increased profits by 4 


Profit levels are expected to be maintained in 1987. 








profit boost was mainly due to a change in ing] 
methods to equity accounting. 
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iiv By Nigel Holloway in Singapore 
A inquiry by the Singapore Society 
of Accountants (SSA) into the au- 
diting of Pan-Electric Industries, which 
| collapsed in 1985, has cast doubt on the 
role of the group's auditors and raised 
wider questions about accountancy 
standards. The inquiry found that Pan- 
El’s 1984 accounts did not present a 
« |. “true and fair" view of the state of af- 
_ | fairs. It said that the group may have 
г overstated group profits by at least S$10 
| million (US$4.7 million) in 1984 and 
| that the annual report did not disclose 
^| that a quarter of the profits were de- 
rived from share trading. 
An international firm, Coopers & 
Lybrand, was responsible for auditing 
Pan-El and 52 of the company's 68 sub- 
- sidiaries. Tan, Teo and Wong, a local 
. firm, audited twó subsidiaries, includ- 
-ing Orange Grove Property, a Pan-El 
subsidiary deeply involved in forward- 
Share dealings. The remaining sub- 
sidiaries’ accounts were audited by 
* another big international firm, Ernst & 
Whinney. All three said they stood by 
the accuracy of their audits. The local 
‘chairman of Coopers, J. M. McCor- 
: mack, said he had no objection to the 
| holding of an inquiry, but he took great 
- exception to the SSA's press statement. 
| The three firms are considering their 
legal position. 

It is unprecedented for the SSA to 
make a public statement on inquiries 
; that have not yet been referred to its dis- 
- | eiplinary committee. Its registrar, Lam 
. | Peck Heng, argued that if it had not 














Qualified accounts 


| Singapore panel queries Pan-El’s auditors 








done so it might have 
spawned rumours of a 
cover-up. McCormack 
said he had earlier written 
to the SSA to offer his help 
in its. deliberations, but 
had received no reply. 
None of the auditors were 
told the contents of the re- 
port before release. 

Now the society’s in- 
vestigation committee 
must decide whether there 
is a prima-facie case 
against the auditors. The 
parties involved can ask to 
be heard by this commit- 
tee and if it decides there is 
a case against them, the 
matter will be referred to 
the disciplinary commit- 
tee. 

The SSA was earlier 











of $$244.7 million. Although the SS, 
statement does not disclose the full fin 
ings of the inquiry, it does mention th 
there were abnormally large payme 
and receipts in the group accounts d 
ing the last few days of 1983 and th 
ginning of 1984. The same thing occui 
red 12 months later. 
The demise of Pa 
and a succession of ot 
corporate collapses: h 
" made the question o 
ditors' responsibilitie: 
significant issue i 
pore. The governm« 
suggested аг тер 
requirements: | 
tightened, ‘but some 
countants > „сотр 
directors have been 
luctant to go to 
this direction. A 
ber of auditors sa 
fraud is a. matter for 
police and. фаг: co 
dentiality in their: w 
important. : 
The SSA has'r 
mended tighter safeguard 
by suggesting that the a 
thorities amend the Cor 
panies Act to require a 
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criticised for not having set 
up the inquiry until last December 
(REVIEW, 18 Dec. '86). As long ago as 
March 1986, Finance Minister Richard 
Hu said that the Pan-El bankruptcy was 
caused by three main factors: misman- 
agement by the directors, misuse of 
company funds and a "failure by the ex- 
ternal auditors to report deficiencies in 
the company's accounts which is still in- 
explicable." 

According to the 1984 annual report, 
the Pan-El group made a profit after 
tax, minority interests and extraordin- 
ary items of $$18.4 million on turnover 





ditors to report to officia 
any suspected fraud in a public firr 
This stipulation only applies to the a 
counts of financial institutions’ and 
extended to all accounts, it is thougl 
that Singapore would become the 
country in the world with such sweep 
legislation. Ж 
Тһе societys own profession 
standards are being revised.as well 
countants standing for election o 
April to the 19-member council were re 
quired, for the first time, to declare th: 
they were not being investigated foran 
offence. i 
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IWAN stayed in 


rest in gold stocks. 





AIPEI: Excess liquidity and strong first-quarter | 
ults for most listed companies kept the market 
oyant. The weighted price index climbed a re- 
rd 158.84 points on the period to a new high of | 
768.02. Gains were registered across the board, 
t plastics gave the best performance with a 15% 
e in the specialised index. Cement and paper 
hares also did well, while food companies made 
с poorest showing. Trading activity was feverish 
ughout the period. The average daily transac- 
s of NT$9.86 billion (US$297.3 million) repre- 
d yet another record. 












: Trading after the Easter holidays re- 
mained steady, with the market riding on a combi- 
nationof factors. First, telecommunications issues 
ose after Philippine Long Distance Telephone’s 
climb to US$21.56 in New York on 24 Apr., be- 


terest in mining stocks provided the second bullish 
impetus, with gold-backed mining issues continu- 
ing to do well despite some softening of gold by 27 
Apr. Short-term prospects point to a rotation to- 
wards oil issues. The commercial-industrial index 
closed at 706.48, the mining index at 3,940.11, and 
02.684. 


HONGKONG: The market went into consolida- 
tion after a recent spate of corporate results and 
activity. Trading during the period was relatively 
thin at 615.14 million shares, worth HK$2.58 bil- 
dion (US$330.4 million). The Hang Seng Index 
dipped.85 points over the period to close at 
2,636.47. The market is expected to remain flat in 
the near term as it digests a number of cash calls in 
the form of new issues and rights issues. Overseas 
institutions were reported to be holding back be- 
ause of a falling US dollar which could offset 
gains made in the local market. 


SINGAPORE: Shares broke out of their narrow 
“trading range of the past eight weeks to reach new 
| record highs in heavy turnover. The renewed bul- 
lishness was attributed to improved economic 
prospects in Singapore and Malaysia and strong 












Taiwan leads the game 
[A the limelight as it scored a new record high, putting on nearly 
0% in value in the period to 27 Apr. The Philippines followed closely, helped by in- 


AUSTRALIA: Markets opened the period on à 
weak note, with profit-takers much in evidence. 


However, prices picked up strongly towards the T 


end of the period, led by miners, реш 
those strong in gold. Traders were also encour- 
aged by banks' move to cut their prime rate during 
the period. Media stocks underwent à correction 
largely on suggestions that their earnings were un- 
likely to justify the huge prices paid recently for 
prime TV and newspaper assets. The All-Or- 
dinaries Index rose to 1,799.90, up 36 points over 
the period. Total trading amounted to 493.3 mil- - 
lion, worth A$1.2 billion (US$854.1 million). 


NEW ZEALAND: Prices eased in the post-Easter 
trading as investor interest remained at low levels. 
Corporate news and activity were negligible. At 
the close, the market appeared to have found 
some support at the 3,040 level. The medium- 
term outlook for stocks hangs on whether the mar- 
| ket can sustain support at current levels. Volume 
for the period totalled 39.5 million, worth NZ$72 
million (US$41.9 million). 


KUALA LUMPUR: Sentiment was very bullish 


the United Malays National Organisation's intra- 
party elections just before the weekend. Blue 
chips continued to be in demand, with Malaysian 
International Shipping Corp. finishing at a record 
high of M$7 (0589 8) and Rothmans at M$8.70. 
Fraser's Industrial Index closed 156.92 points up 
at 4,218.58 and volume was up sharply at an aver- 
age of 29.94 million shares a day, valued a 

M$53.48 million. i 


BOMBAY: Equities modestly rallied after govern- 
ment-backed financial institutions entered the 
ring. Sentiment perked up as political squalls set- 
tled somewhat in New Delhi. But the BSE Index 
tumbled anew on the last day of the period as ex- 
pectations of a Reliance bonus issue failed to 
- materialise. Prime Minister Rajiv Gandhi added 
to the gloom by promising parliament to take 
strong action against exchange-control violators 
— Reliance was alleged to be one of the violators. 





buying from overseas. The Avimo share offer, 
which attracted S$3 billion (US$1.41 million) 
‘application monies, helped encourage local 
unters to step in as well. Fraser's Index.rose 
35.69 pone to 6,514.99 on average daily trading 
f 54.26 million shares worth $$106.75 million. 


TOKYO: тһе long-predicted correction came, but 

ame on relatively thin trading, prompting some 
analysts to forecast that the market was still in 
an upward phase. Still, the fall was bigger than 
“many analysts had expected, and an atmosphere 
of grave uncertainty pervaded the market. The 
market fell mainly in reaction to the yen's further 
climb against the US dollar, momentarily hitting 
*137:US$1 in New York on 27 Apr., though 
higher US and British interest rates were also fac- 
tors. The market closed the week on 27 Apr. at 
23,072.41 points, for a record single-day drop of 



































SEOUL: The market was shaken by news of the 
bankruptcy at Korea Shipbuilding and Engineer-. 


ping's chairman and the ensuing 
crisis. The composite index fell 0.12 


the period to 355.86 on increased volume of 32.39 


8.6%. Construction and insurance were the losers. 


most gains. 


BANGKOK: The market continued to be bullish: 
The Book Club Index picked up 6.33 points to 


banking, finance and cement sectors, helped by 
expectation of improved first-quarter earnings. 









Thai Industrial Gas led gainers, ` 








831 points. Volume averaged 1.49 billion shares a 
dayinthe period. : 








was a major loser. Volume 
shares, worth Baht 1.29 billior 








throughout the period, despite uncertainty Over . 


ing Corp. as well as the suicide of Pan Ocean Ship- - 4 
management 
of a point on - 


million, worth Won 33.39 billion (US$40 million). . 
Rising were drugs, up 5.7%, and fisheries up - 


Among counters, Daelim Fisheries chalked up the 


close the period at 222.69. Market leaders меге 


while Good Year 
as 8.15 million 
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27 Apr. 
NTS 
Asia Cement 4800 
Cathay Const, 57.50 
China Gen. Plastics: 51.50 
Chung Hwa Pulp 50.50 
‘Chung Shing Textile. 20.00 
Far East Textile 5550 
. Forna Plastic СС 60:00 
Kolin m. 3400 
Nan Ya Plaetic. 56.50. S 
Pacific Const. 4040 +1 Kuala Lumpur 178.00 
Taiwan Coment — 4250 + 3 38500 — 
TerkoTexie — ^ 3570 $ Hasek 1 8350 
Tatung 2160 + Ё | р 7500 
Tong Yuan Elec 00 + Р | : 210.00 
USI Far Bast $2.50 i 9791.00 
Yue Loorig Motor 42.00 ; 926.00 
Yuen Foong Yu. 53.50 в, h à 592.00 
Walsin Lihwa Wire 41.00 1 К. 625.00 
FomosaFund(MAV) — USE2064 +. 343.00 
Taipei Fund (NAV) 8817.90. x 
Taiwan (HOC) Fund NAV) U5$20.18 
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EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES 





Buying and salting rates where available (27 Apr.) 


Prerious week 3months ago. Description 


Long term CRBK dap 10-3/4 UJune/00 
Nippon Credit Bank 10-2/8 Ву 
Sanwa inti Fin 11-12 5/2une/02 niss 
Eksportfiant 13142674092 ntaa 
Ontario Hydro 10-14 19/May/90 108-58 
108976 
nen 
8175 94.50-84.60 6080—4065 : 104-472 
81,55-—61.70 à n 
EIB 10-142 0Nov/94 397358 
Barcrys BK Fin Co. 10-5/8 19/Dec/98. ,U8$ . 0932 
204,50--205.50 201202 поган апве лобе & 106 
“LP. Morgen Со. 1-1/4 28/Feb/92 106-15 
Citicorp 1124/2 V/June/1995 407-04. 
md 1,392--1,908 1816197 Marrit Lynch Со. зс 12-374 4/0040 102-578. 
13121413 IBM World Trade Corp. 10-1/4 14/5 108-1716 
General Electric 11 Ti/Fety 1991 104-18 
Бо. 855—875 Prudentii Realty 17-778 15/42/92. 107-68 
poco oe Merrit Lynch OVS 10-5/8 28/Apr/90 106-174 
; БЕС 11-3/ Feb 1994 108-7/8 
157.00-—157 20. 185.40—155.80 473.90—174.00 рь уа тхе 
16240—162.:80 [ WEES Oct 1005. í 403-1758 
WB&25 /Dec/hà 
290 290.15—291.00 [ WB7.5 1/une/t990 
269.25—209.50 : WE 7.28 VFN IOI 
1 EIB 7.523/Fab/1903 
519.00--519.60 499.75—500.56 ЗАО 77 Араман. 
501—502. 


402.50-403.00 


110-1196 
174.25--174.50 RA 
179,00—179.75 106-1/8 
WO No. 24 7.00 21/Dec/95 107-442 
243 WE No. 9 6.5 26/huly/1963 
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The best of the Richard Hughes 
columns from 1971 to 1983 


Soft Cover: 184 pages 


The life of Richard Hughes spanned nearly eight de- 
cades, most,of them spent as one of Asia's leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 

It was a world of the hilarious... like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre ... like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
US$800. 


It was a world of the touching ... like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 

Hughes saw and reported it all. This selection 
from more than 10 years of his regular column in the 
Far Eastern Economic Review takes the reader on 
the trail with the original Barefoot Reporter. 
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To: Publications Division, 
FAR EASTERN ECONOMIC REVIEW 
G.P.O. Box 160 Hongkong. 


Yes! Please send copy(s) of the Barefoot Reporter for 
which I enclose US$7.75 each. 
ce mail delivery add US$1,00 and for airmail delivery 


dd US$3.00 per copy. 
R0507BFR 
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APPOINTMENT 


DIRECTOR ( 


Statistical Institute for Asia and the Pacific 
(SIAP) Tokyo, Japan 


Applications are invited for the above post, which will fall vac- 
ant on 1 January 1988, from persons with high academic 
qualification in statistics and with recognized experience in 
the development of government statistical services through 
training statisticians, research and advisory activities. Duties 


involve planning of training courses, supervision of the work — 
of faculty members, devising improved teaching methods | _ 


through use of modern technology, and administration of the 


Institute as a UN project. The Director will work through an 


Advisory Council and report to UN ESCAP as the executing 
agency for SIAP. Applicants should preferably be 50 to 55 
years in age. 


Initially two-year appointment with possible extension. The 
position carries a net base salary per annum from 
US$40,039 to US$45,270 (without dependents)/from 
US$43,461 to US$49,287 (with dependents). Additionally, 
post adjustment at the rate of US$67,746 (without depen- 
dents) or US$73,530 (with dependents) per annum on initial 
nie step is payable, and is subject to change without 
notice. 


Applications should be sent by 31 May 1987 to Chief, Per- 
sonnel Section, Division of Administration, UN ESCAP, Unit- 


ed Nations Building, Rajadamnern Avenue, Bangkok 10200, 
THAILAND. 





PROPERTY 


INVESTMENT PROPERTIES OVERSEAS 
Why not call the leaders for property in Costa del Sol — Spain, Algarve — 
Portugal, London, Canada, Switzerland, Australia and New York 
Montpelier [nternational Properties 
15/F Ruttonjee House, 11 Duddell Street, Central, Hong Kong 
Tel: 5-264858 Telex: 74783 MIP HX Fax: 5-8105857 





BUSINESS OPPORTUNITIES 
This space is reserved for Englishman with 38 years 
Classified Advertisements Management Experience 
INDIAN SUB-CONTINENT & FAR EAST 
offers representative/liaison or 
other functions on retainer basis. 
DOUGLAS WHYTE & ASSOCIATES LTD. 


GPO Box 11464, Hong Kong 
(Tel: 5-8122774) 


Reservations should be addressed to: 


International Classified Manager 
Far Eastern Economic Review 7th Floor, 
Centre Point 181-185 Gloucester Road 

GPO Box 160, Hongkong 
Tel: 5-734301 Telex: 62497 REVAD HX 


REVIEW INDEX 


needless searching for information. ORDER YOURS TODAY! Only HK$230 (US$30) for 
4 quarterly issues. Just complete the coupon below and send with your payment 





The Circulation Department, Far Eastern Economic Review, 
GPO Box 160, Hongkong. 
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4 gs carbon-black shadows have gone 
from the staid, granite face of Leal 
Senado: the former municipal council 
building is gleaming with a new sense of 
purpose. Plush carpets and pastel 
drapes now splash colour across the 
once-dingy vestibule which until re- 
cently had provided a grubby refuge for 
tired pedicab operators, or a quiet place 
for passers-by to take a siesta. Sophisti- 
cated studio lighting, hi-tech audio-vis- 
ual equipment and security devices have 
transformed it into the Galeria do Leal 
Senado, Macau's prime art gallery 
where, over the past six months, a nos- 
talgic spotlight has been focused on Por- 
tuguese painters of the past 100 years. 

The exhibitions were particularly re- 
markable for their timing. Whether 
coincidentally or not, they overlapped 
with the emotional build-up of the final 
days preceding the signing of the joint 
declaration between Peking and Lisbon 
— а historic moment, closing a 400-year 
chapter of the Portuguese presence on 
the island, and marking the return of 
Macau to Chinese sovereignty in 1999. 

The formidable task of introducing 
the public to 700 Years of Portuguese 
Painting fell to the curator of Mac- 
au's Luis de Camoes Museum, Antonio 
Conceicao Jr, and his assistant, Cesar 
Guillen-Nunez (who was formerly with 
the Hongkong Museum of Art). 

The cycle of exhibitions kicked off 
(9-25 November) with Portugal's 
Naturalist Painters — a collection of 53 
punch including the works of Falcao 

rigoso (1879-1956), Alves Cardoso 
(1883-1930) and Joaquim Lopes (1886- 
1956). Next came a one-man exhibition 
featuring the works of Columbano Bor- 
dalo Pinheiro (1857-1929) — acknowl- 
edged to be the most important Por- 
tuguese painter of the second half of the 
19th century. 





Gallery-goers were introduced to 
dee og) schools of Portugese paint- 
ing in the four subsequent exhibitions: 
Pioneers of Modernity; the works of 
Jose de Almada Negreiros (1893-1970); 
Portuguese Painting from 405 to 60s, and 
Ultimas Decadas(last quarter-century 
of pee улга Painting). 

But the piece de resistance of every- 
thing shown at Leal Senado and the Luis 
de Camoes Museum over the past six 
months must have been the exhibition 
(3-10 April) of a Manet — Femme As- 
sise. This work — the subject of which is 
Marguerite, the artist's secret love — 
was believed lost shortly after the death 
of the 19th century French Impression- 
ist painter on 30 April 1883. Jorge 
Figueiredo, a Mozambique-born civil 
engineer now working for the Macau 
Government, had picked up the paint- 
ing at an auction in Lisbon in 1982. 
While trying to clean it, he discovered 
the signature which read Manet. 

Elaborate infra-red and  spec- 
trometry tests, along with critical 
examination by a battery of museum 
curators in Europe, as well as appraisals 
by specialists at the Metropolitan 
Museum of Art in New York, estab- 
lished beyond doubt, in July 1984, that 
Figueiredo's Femme Assise was painted 
by Edouard Manet. 


" es painting, showing Marguerite 
against a shaft of sunlight in the gar- 
den of the small house at 41 Rue des 
Gardes, Bellevue, rented to the painter 
in the summer of 1880, will go on exhibi- 
tion in Peking, Tokyo, New York and 
finally London where it is expected to 
be offered for auction at Sotheby's or 
Christie's. Art experts estimate that it 
will top the US$39.9 million which van 
Gogh's Sunflowers fetched at Christie's 
in March. 








In early June, the works of another 
Portuguese painter — the engravings of 
Julio Pomar — will be given a Macau 
showing. 

Growing interests in the arts in 
Macau, however, is not limited to a 
potted display of old Portuguese mas- 
ters and the showing of a sensational 
discovery. In the heart of Macau, Cen- 
tro Cultural, adjoining St Joseph's 
Seminary, is the meeting place for the 
Cultural Institute of Macau (CIM), 
founded three years ago by Jorge 
Rangel, a former minister of education 
and culture. 

The institute — which runs classes 
for orchestral music, drama and ballet 
— is presently preparing the blueprint 
for a full-fledged acau Academy of 
Arts: CIM is aiming to have the aca- 
demy set up in about two years. Three 
of the proposed academy's principal in- 
structors, including its director-desig- 
nate, Maestro Simao Barreto, a Por- 
tuguese from Timor, are already in 
Macau to discuss the structure and 
scope of the new college. 

ead of drama, Prof. Coto Viana, 
said the academy will be bilingual, pro- 
viding instruction in Portuguese and 
Chinese. “My brief is to prepare the 
academy’s drama faculty and to create 
experimental drama groups," һе 
explained. 

A few such groups have been created 
already and, over the past 12 months, 
under Viana's supervision, two shows 
have been produced. One was Luis 
Camoes and His Slaves, written by 
Brazilian playwright Casmiro de Ab- 
reau. The other was a series of texts by 
Gil Vicente, one of Portugal's great 
dramatists who specialised in mediaeval 
and religious subjects. 

Some people feel the CIM is being 
too ambitious in its plans — particularly 
given the experience of Hongkong's 
Academy of Performing Arts, uncharit- 
ably described as the White Elephant of 
Wanchai (district). Why, they ask, 
should Macau expect to fare any bet- 
ter? 

One reason might be political: the 
fact that the Portuguese are leaving, 
and, this time — unlike their withdrawal 
from other Asian and African colonies 
— Lisbon is determined notw to 
move out and leave behind them\an 
empty shell. Macau is Portugal's lasyte- 
maining overseas territory апа prgAdes 
the last chance for Lisbo eave 
something to posterity. ущ den and 
enormous outlay on the Cultur@kfacelift 
for Macau might well be a part of that | 
gacy. —Vernbn 
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Hitachi's advances in medical 
electronics extend to automatic 
blood chemistry analysis, 
a Picture Archiving and Com- 
munications System, diagnostic 
ultrasonics and Magnetic 
Resonance Imaging. 





Medicine should be more than the ability 
to treat or cure. The best care and treatment come 


from precise diagnosis. 


Medical electronics have brought 
marvelous progress to diagnostic medicine 
in recent years. Great strides have been 
made in biochemical analysis, electron 
microscopes and medical information sys- 
tems. Another shining example is the advent 
of imaging equipment which uses magnetic 
resonance to display even the most subtle 
changes in body chemistry. 


Hitachi's scientists and engineers are 
now at work on an innovative system which 
Will make it feasible to store, retrieve and 
use comprehensive diagnostic data from a 
wide array of imaging equipment — from the 
most sophisticated Magnetic Resonance 
Imaging units (MRI) to nuclear medicine, 
ultrasonic scanners and X-ray CT, to name 
just a few. This Picture Archiving and Com- 
munications System (PACS) should lead not 
only to more precise diagnosis but also to 
formation of research and education 
information networks which use medical 
image data to the fullest. 


Hitachi is also developing highly 
advanced electronic microscopes for ex- 
ploring the world of micro-fine objects — 
indispensable in basic studies of medicine 
and biology. And we are creating medical 
equipment such as an automatic blood 
chemistry analyzer and an information 
processing system. 


We link technology to human needs. 
We believe that Hitachi's advanced tech- 
nologies will result in systems that serve 
peoples' needs more precisely and fully 
than ever before. Our goal in medicine — 
and communications, energy and 
transportation as well — is to create and put 
into practice innovations that will improve 
the quality of life the world around. 


© HITACHI 


Hitachi.L td. Tokvo lanan 








the Mandarin Singapore 
for S$205.00 песе! 


charge at The Library and Kasbah 

• No charge for second person 
sharing the room * Late check-out 
can be arranged e Special rates for an 
extended stay (third night onwards: 
$$95.00 nett") 


Mandarin Executive Package 


• Deluxe room in the Main Building 
* Complimentary fruit basket 

* Chinese tea service in room upon 
check-in * Welcome 





drink e Free use of шне! ЖИЕ 

Mandarin Recreation кй eon 

and Health Club and tax. Valid till 31 

facilities (except for December 1987. 

massage and squash/ Plus 2 incredible 

tennis courts) options! 

* Complimentary 5096 discount of these 

coffee/tea making rates: 

facilities in room ж Halfday city sight- 
е Free shuttle service seeing tour $$16.00 





ж Self-drive airconditioned car 
$$85.00 (1300 cc, unlimited mileage) 


from hotel to Shenton Way 
-z everyday at 8.40am * No cover 


For reservations, contact: 


in the tradition af emperors. — С 


Tix: RS 21528 MANOTEL. Fax: 732 2361. 





Git back, relax and enjoy the "Golden Service" of 
Malaysian Airline System, and be sure to ask for your CODy 
of the Far Eastern Economic Review. Available on а! 
MAS. international flights. 


Read the Review on MAS It will add glitter to your fight. 






FarEasternEconomie 


mas 


malaysian airline system 


WELL TREAT YOU LIKE GOLD 
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You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the. most authoritative newsletter of its 
kind. ; 


CHINA TRADE REPORT 

Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 

tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all. 1. 
the important zones in China. : cup 


Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the riskin doing business 
with China. 


Small Investment . . ы 

Handsome Dividends VAS 
Start benefiting immediately from th 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
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| Post this coupon today! , 
Circulation Manager, à 
Far Eastern Economic Review, Lid., ; | 
G. P. О. Box 160, : 

| Hong Kong | 
Please enter my one year subscription | 

. (12issues) for the CHINA TRADE REPORT. 

| 1 enclose a cheque/money order of | 

| made out to the Far Eastern Economic | 
Review. Or, please charge my credit card 

| (tick one): 

| American Express (3 Diners Club Ci 








MasterCard L1 Visa ГЛ 
| (Please print in block letters) 
| Card No: 
Exp. Date: 





| Signature: en 
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to make your vacation 
dol wea [ ы further. 


m" iy 


ORTHWEST: 


IM NORTHW = ИЕ 
[qu NORT { HWEST. 1 








Look to Northwest. We're putting flexibility 





ә z У E b. 8 
back into vacations. And this summer weleadon | B BE" А 
with not one but three ways to see more of the | B ! * | 

roa . а (a c os ЭШ. 
U.S.A. for less. First to Economy Standby Class, no = Wee eu 


other airline offers so many options and value. = a 
But whichever U.S.A. Pass you choose, you can be | lis! 907 “Gang ean IK Lump 
sure it will least hit you where vacations hurt most: 5*9 Hoe Kone 5217477 Madras ous 
Your wallet. Call Northwest or your travel agent for saz ung (0 
all the details. 


HONG KONG DETROIT 
PE NEW YORK 
MANILA TOKYO HICAGO 
ANGHAI MA SEOUL Ml. SEATTLE/TACOMA 


3 GUAM KA SAN FRANCISCC 
VOS e QO {б SÜS OKINAWA OSA LOS ANGELES 
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THE POWER ( 


Airlines have universally discovered they can count 
on the promises that go with a General Electric 
powerplant. And there’s no better example than our 
newest widebody engine — the CF6-80C2. 

During certification, the -80C2 demonstrated a 13.6% 

improvement in fuel efficiency over flight test perfor- 
. mance of the predecessor engine — exactly as promised. 
— . ANMEWRECORD. _ 
_ ]nairline operations, the engine has built an unsur- 
passed record of reliability. During its first full year 


x £2 A registered trademark of General Electric Company USA 01173M 





F A PROMISE. 


of revenue service at Thai International, the -80C2 
experienced not a single, engine-caused shop visit, 
which is extraordinary in a new engine. In fact, at one 
vcar of service, the -80C2 had the best record for 
reliability (in its thrust class) of any commercial trans- 
port engine in history. 

We believe this kind of performance is the 
inevitable result of an attitude: Promises should not be 
just a matter of good intentions. 

Promises are meant to be commitments. PROMISES COUNT. 


Aircraft Engines 
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When this Japanese electronics giant chose Chase 
back in 1978, they did so for very good commercial 
reasons. 

In those days, they simply wanted expert 
commercial banking services. And as a US bank witha 


vast global network, we were uniquely placed to handle 


their cash flows in the United States — their biggest 
centre of operations outside Japan. 
They could also use our international reach for their 


erseas trading activities and for the financing of 
overseas subsidiaries in Europe, Scandinavia, the USA 
and Asia 

But when they decided to tap the international 
capital markets, happily. they could also turn to Chase. 
Because at Chase we're able to provide a truly 
effective integration of commercial and investment 
banking expertise to deliver more comprehensive 
financial solutions 





ommenrelal and investment banking. 
hem precision in both. 


Most recently we helped them arrange a 
Eurocommercial paper program to the tune of US$50 
million. It went like clockwork because of our strength 
and experience in the Eurosecurities market 

For instance, we are a market maker in over 600 
Eurosecurities issues trading in excess of USS8 billion a 


month. So naturally we have our finger constantly on the 


pulse of investors demand. And when the time is right 
a powerful distribution capability to tap that demand in 


every major financial centre around the world 

This total global banking capability integrates size 
international network and highly specialised industry 
knowledge with the broadest range of investment and 
commercial banking products. It's what sets us apart 
from other banking institutions in the world 

So, no matter how complex your financial deals may 
be, one thing is simple 

Which bank to choose 


ER. CHASE 





WHEN YOU'VE REACHED THE TOP, 
THAT'S WHERE YOU SHOULD STAY. 
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At Hilton International, we have 
created the Executive Floors so as to 
offer you, the discerning traveller, the 
ultimate in service, accommodation 
and convenience. Here you will enjoy 
the privacy of an exclusive lounge, 
concierge service, complimentary 
breakfast and cocktails and private 
check-in. 

What more could you ask for? 
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HiGH STYLE 


FINE SERVICE IS ALWAYS IN FASHION 


АТ AIR FRANCE, THERE'S ONE —— 
THING THAT NEVER GOES OUT — 
OF STYLE: OUR ATTENTION ——— 
TO THOSE IMPORTANT DETAILS - 
THAT MAKE YOUR FLIGHT 

А TRULY UNIQUE EXPERIENCE. - 
FROM THE WARM WELCOME 
ON BOARD TO A SELECTION _ 
OF THE BEST IN FRENCH WINES _ 
AND FOOD, WE BRING A TOUCH 
OF “LA VIE FRANCAISE” | 
TO EVERY TRIP YOU TAKE. 
AND AT AIR FRANCE, THAT'S 
SOMETHING THAT WILL NEVER — 
GO OUT OF FASHION. P 
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SOMETHING A HOTEL 
CAN NEVER BE. 


Walking into your fully equipped kitchen at the Ascott Executive 
Residences is just like coming home. You can prepare your favourite 
dish in exactly the way you want it, or you can whip up an omelette at 
midnight without it costing you a small fortune. 

No one is going to come in the next morning to check what you've 
taken from the fridge. What you put in and take out is your business. 
French cheese, a soft drink, or even champagne. Feel free. They're all 
available from shops a couple of minutes away. 

Privacy. Freedom. They're prime necessities for the executive and 
his family living and working abroad for extended periods. 

So we're everything a hotel can never be. And if you tire of 
entertaining at home, there's an exclusive bar and swimming pool for 
residents and Móvenpick, the famous Swiss Restaurant. 

However, we have to admit that we do resemble a hotel in one way. 
Our rentals compare very favourably to a room in a good hotel. 

And that's where the similarity ends. 

The location could not be bettered. The Ascott 
Executive Residences are in between the Hyatt 
and Dynasty hotels, close to some of Singapore's 
finest shops. 

Introduction Package from $2190. 

Now available!! 









For people 
‚ А5СОТТ) whod rather be at home. 
EXECUTIVE 
RESIDENCES 


6-8SCOTTS ROAD #01-21, SINGAPORE 0922. TEL: 7320033, 7324225, TELEX: RS 50139 ASCOTT 
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| One country, one system 


Deng Xiaoping's statement that univer- 
sal sufferage would not be beneficial to 
Hongkong [REVIEW, 30 Apr.] is a 
unilateral pre-determination on Hong- 
kong's future political structure without 
consulting the genuine wishes of the 
Hongkong people. 

This shows that 10 years before 1997, 
the Chinese leadership is already direct- 
ing Hongkong's affairs, practising “one 
country, one system” and breaching its 
own promises of “one country; two sys- 
tems” and “Hongkong people ruling 
Hongkong” with “a high degree of au- 
tonomy." 

Direct elections is part and parcel of 
“a high degree óf autonomy" without 
which Hongkong people could only lis- 
ten to whatever directives dictated to 
them by authorities of the Hongkong 
Special Administrative Region under 
the thumb of Peking. 

No wonder Taiwan President Chiang 
Ching-kuo said on 29 March 1986, that | 
"the communist scheme of ‘one coun- 
try, two systems' is doomed to failure 
for many obvious reasons.” 

By setting a negative tone just weeks 
before the green paper on Hongkong's 
representative government is due to 
come up for public review, Deng has 
"nipped the sin in the bud," ending the 
public's hope for direct elections. 

That direct elections are necessary to 
Hongkong's public has been amply 
demonstrated in the cases of the Daya 
Bay nuclear-plant project and the press- 

agging Public Order (Amendment) 

ill, both rammed through the Legisla- 
tive Council (Hongkong's law-making 
body) despite widespread public objec- 
tion. 

Without direct elections, there is no 
representative government, making the 

| public the losers all the time. 
| Hongkong Lin Chun-ying 


Bludgeoned market 


Recent efforts by the South Korean 
Government to cool the Seoul stock- 
market are interesting, as they ap- 
pear to display an ethnic characteristic 
which dictates that it is always better to 
use a bludgeon when a fly whisk will suf- 
fice. 

The government action resulted in 
the greatest one-day fall in the history of 
the South Korean stockmarket. In two 
weeks the Seoul Composite Index fell 
nearly 10%. In any other country a simi- 
lar situation would have caused alarm; 
in Seoul, however, the government is 
still gnashing its teeth in its efforts to 
make the market fall further. 

The South Korean Government's 
desire to “cool” the market stemmed 
from a declared intention to control in- 
flation. Most people agree that con- 
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Chivas Regal 12-year old premium scotch whisky. 


How much extra is this smooth, mellow self- 
indulgence going to cost you? 


Not much. Actually, just a little bit more. 


You'll agree the taste is worth it. You just have to 
decide if you are. 





Samsung training---A SURE THING! 


They say that creativity is 10% inspiration and 90% Samsung s dependable and affordable electronic home 
perspiration, appliances have made fans all over the world. 
Training...shaping up for the big game or the job These are just some of the reasons why we were 
at hand...also takes both. Samsung has put a lot of selected as suppliers 
effort into R&D to develop of consumer 
high-tech, state-of- the-art electronics for the 
consumer electronics products recent Asian Games 
that will give you 10096 in total and for the commu- 
performance nications network of the 1988 Seoul Olympic Games 
In the vivid picture quality So, GO SAMSUNG!, and join the rest of our fans. 
of Samsung's color TV and VCRs, They know and you'll find out that, when it comes to 
you ll get more than just what high performance, Samsung is the name of the game. 
meets the eye, and our audio 
systems will astound you with their rich, vital sound. P+ 
"ES 


Flartranice , 





















































|) than stockmarket levels. If Seoul’s logic 
| was correct, Tokyo, New. York and 
Singapore should now be in the grip of 
hyper-inflation.. ` à 
Pity the poor South Korean investor. 
Let us hope that the Seoul stock. ex- 
change lies dormant for a very long 
time. The merest hint of a revival will 
ials.in Seoul that the origi- 
nal decapitation was not enough, and 
that further clobbering is necessary. - 
Karachi ^. ^a. Nasim Husain 















Storm in a port ч 

James Clad's article, Lucrative port 
concessions [26 Mar.] which accom- 
panied the COVER STORY on new-style 
cronyism in the Aquino government, 
gave the impression that while: the 








keover of cargo-handling operations 
jn Manila’s South Harbour was marked 
by some irregularities, it was nonethe- 
_ less justifiable since it resulted in the 
easing out of inefficient crony com- 


*o]- panies. 


This is grossly unfair to Metro Port 
“+ Servicés (MPS), the former arrastre 

| (рот services) operator in the South 

SE. Harbour, which, in reality, was a victim 
¿| rather than a crony of the previous ad- 
ministration. 

MPS was originally known as E. 
Razon (ER), a company І organised in 
1962 to bid for a contract to operate and 

' manage the South Harbour piers. In 
1966, after ns bidding, ER was 
awarded its first five-year contract to 
manage the piers at the South Harbour. 
Because of ER's good performance, the 
contract was subsequently renewed. In 
the later part of 1978, at the height of 
former president Ferdinand Marcos’ 

^j martialdaw rule, emissaries from 
| Malacafiang "persuaded" me to en- 
dorse in blank 120,000 ER shares repre- 

-senting 60% of the company's total 

|. equity. Up to now, I have not received a 
single centavo as payment for these 

shares. 

Later, I found out that these shares 
were transferréd in 1983 to Maximum 
Trading and Industrial Corp., a com- 
pany which belonged to nominees of Al- 

redo ‘Bejo’ Romualdez, younger 
brother. of former first lady, Imelda 

Marcos. Thus, it was Bejo and not Ben- 

|- jamin ‘Kokoy’ Romualdez as Clad indi- 
‘cated who first took over my com- 
pany. 

ER's new owners then changed the 
| company's name to MPS and amended 

| the by-laws to make the executive vice- 
president and general egy d more 
powerful than the president. Disgusted 
with what was going on in my. company, 
I volunteered: to. endorse all my shares 
to the new owners and resign as presi- 
дем. Marcos prevailed upon. me to 
_ stay on — obviously as a “cosmetic.” 
I retu owever, to att 














Philippine Ports Authoritys (PPA). 








у | Manila 





main priority was to keep port opera- 
tions running. 

‘On 4 April, the Presidential Com- 
mission on Good Government (PCGG) 
sequestered MPS. My group readily 
cooperated with the PCGG to help it 


-establish the company’s ownership, | 
knowing fully well that the commission : 


would, after its investigations, vindicate. 


arrived at a modus vivendi so that while 
the PCGG was carry out its investiga- 


tions, MPS continued operating ће’ 


port, depositing all revenues into a bank 
account held jointly with the commis- 
sion. 

But before the PCGG could finish its 
investigation, the PPA decided to take 
matters into its own hands. On 18 July, 
a. Friday, PPA general manager, 
Primitivo Solis sent a letter to the MPS 
office — after’ office hours — accusing 


us of violating our management con- 


tract. The next morning, our represent- 
atives went to the PPA to seek clarifica- 
tion from Solis but were told that, since 
it was a Saturday, offices were clos- 
ed. 

At noon the same day, however, PPA 
personnel, assisted by a military contin- 
gent, took over MPS’ South Harbour 
operations. We were never given the 
chance to air our side. 

While MPS, from 1978 until the Feb- 
ruary revolution, was a crony company 
because of its Romualdez connections, 
the company the PPA unceremoniously 
booted out of the South Harbour, was 
an entirely different one. The truth is 


that ER had been operating the piers: 
arcos or Romuale 


since 1966 with no 
dez connections until the takeover in 
1978. 

The PPA cancelled the contract of a 
non-Marcos crony corporation to give 
it to an unproven company belonging to 
the new cronies of this administration. 
This company was organised only 1] 
days before the forceable and illegal 
takeover of MPS and employs a great 
number of Romualdez boys who were 
dismissed by us in 1986. 

With regard to PPA's contention 
that MPS was inefficient, Clad referred 
to various documents detailing com- 
plaints about port operations when 
Metro Port was still running the har- 
bour. I have documents, including a let- 
ter from the PPA itself dated 9 July 1986 
— 10 days before the takeover — show- 
ing that MPS, on the contrary was per- 
forming to the satisfaction of the port's 
end-users. . | 

, Enrique Razon 










‘Memphis, Tennessee 
‘my position as true owner of the 60% 
taken over by, Romualdez. We quickly. 


"in price and import control as wel 





him." 


Linda Jaivin's article, The raw 
cooked versions of being Chinese [AR 
& SOCIETY, 23 Apr.] is aboutthe im 
of my book, The ‘deep structure: 
Chinese culture, in China. It states th: 
was "Hongkong born." Actually, I w: 
born in Chongqing, Sichuan, though 
terms of "origin" I may be regard: 

from the Seri region. Lam 
too comfortable with Jaivin's choi 
the term "totalitarianism" to rende 
term а зю a transla! 
quote from my | . Despotism 
perhaps closer to the original n 


Mer Lung-kee 
Softer on the middle 


Paisal Sricharatchanya’s ай 
[REviEW, 23 Apr.] on Thai middlem 
provides interesting reading and re 
sentiments, held throughout Sot 
Bm that middlemen are not b 
ed. 
‚However, in a frec-enterpri: 
nómy where competitive market fo 
are at work, the retention of their r 
despite government intervention be 
téstimony that they are provid 
cheap, efficient and useful 
vices. s 
How else would you describe peopl 
that live in a small corner of their stores 
work. day and night, pay pittance o 
thing to their families and assistants, 
sume uncollaterised credit risk 
neither banks nor cooperatives wa 
touch, finance both production апа. 
sumption expenses of farmers and 
the ability to optimise their assets uti 
sation that would put even the be: 
MBAs to shame, 
Unfortunately, their hard earne 
success has attracted political attenti 
because of their ethnicity. Govern 
ments of Southeast Asian countries п 
intervene directly by their involvéme 













































































through statutory bodies that prov 
competing rural credit and crop marke 
ing. ME 

It is not difficult to speculate on 
comparative cost efficiencies of the 
dlemen vis-à-vis the statutory. bo 
but as usual government percepti 
are that the economic cost are easie 
bear than the political cost. 

The organised and continue 
on their business is expected to redu 
the middlemen’s role and dominance 
the foreseeable future but the presi 
paradox is best highlighted by a Th 
farmer who said: "It is easier to de 
with one person who is willing to pr 
vide me with goods, services, й na- 
tion, crop marketing and credit witho 
the strictures imposed by banks and 
cooperatives. Although 1 don't like 
dealing with him, I cannot live without 


Kuala Lumpur: K. T. Wong 
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Despite a difficult trading 
period for banks internationally, 
the Commonwealth Bank of 
Australia last year recorded its 


best year, ever. 


With а pre-tax profit 
increase of 24% for 1985-86 to 


AUD $445.5 million. 


We credit this success to 
our 'forex' capability in the key 


financial markets of the world. 


Our loans packages, which 
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st successful banks in Asia. 
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asset portfolio, a key factor 


behind the Bank’s remarkably 


low level of loss reserves in 
comparison with many banks 
trading overseas. 

And certainly the trading 
skills available through our 1300 
computer linked branches, inside 
and outside Australia. 

Enabling us to offer a 
specialised local knowledge of 


urban markets, and Australia’s 
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of computer technology with 
superior corporate and home 


electronic banking facilities. 


If you believe good business 


results from working with 
successful trading partners, you 
don’t have to go all the way to 
our Gulgong branch in New 
South Wales, Australia. 

(Pictured above.) 

You'll find one of the most 


successful banks in Asia in Tokyo, 


vast rural and mining industries. Hong Kong and Singapore. 
are noted for their innovation 
The Commonwealth Bank 
and flexibility. i 
y is an acknowledged leader in COMMONWEALTH BANK 
OF AUSTRALIA. 
The high quality of our thedevelopment and application Australia's leading bank. 

Tokyo, Tel 81 (03) 213 7311, Telex J28167. Hong Kong, Tel 852 (5) 22 1093, Telex 60466 Singapore, Tel (65) 224 3877, Telex RS20920. Head Office, Sydney, Tel 61 (02) 227 7111, Telex 120345. New York, Tel 1 (212) 599 1000, 
Telex 177666. Los Angeles, Tel 1 (213) 6894702, Telex 4720573. London, Tel 44(01) 6000822, Telex 883864. Chicago, Tel 1 (312) 8761200, Telex 4979902. Frankfurt, Tel 49 (069) 290166, Telex 196097284 
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Fe the first time in 40 years, Taiwan has an opposition 
party with the potential to win power from the ruling 
Kuomintang. Since the Democratic Progressive Party was 
founded last September, it has more than doubled opposi- 
tion strength in Taiwan’s two highest parliamentary bodies 
through the nationwide election last December, and has in- 
fluenced the government’s decision to lift martial law. 
Taipei bureau chief Carl Goldstein takes a look at this 
emerging political force; the new challenges it faces from 
within as its leaders scramble for control, and the concept 
of independence from China as a potentially explosive poli- 
tical issue. Pages 24-28. Cover photograph by Yeh Ching Fang. 
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killed by gurman 


A gunman attacked the 
Nishinomiya bureau of Japan’s 
Asahi Shimbun newspaper 
causing the death of one re- 
porter and seriously injuring 
another. Two days after the 3 
May attack, police said they 
had no clues about the inci- 
dent, but newspaper reports 


suggested the attack was to re- 


venge the bureau’s coverage of 
a “controversial” issue. One of 
the two reporters had been 
covering police affairs in the 
Osaka-Kobe area, a centre of 

yakuza (underworld) activity. 
The attack was the first on a 
newspaper bureau since 1972, 
when members of a Kobe- 
based yakuza group attacked 
the Osaka office of the Yomiuri 
Shimbun newspaper. 
— Charles Smith 


Australia/Indonesia 
patch up differences 
Australian Foreign Minister 
Bill Hayden and his Indone- 
sian counterpart Mochtar 
Kusumaatmadja on 4 May held 
their first substantive meeting 
since strains in bilateral rela- 
tions were caused by a Sydney 
Morning Herald article last 
ear on President Suharto and 
is family. Their talks in 
Jakarta dealt with Cambodia 
and the two countries' offshore 
sea-bed boundary. Although 
there were no concrete results, 
Hayden said the uproar over 
the press controversy was be- 
hind them. 

After meeting with Suharto 
later, Hayden said: "I think 
there will be an attack of indi- 
gestion from time to time over 

rticular issues which might 

hard to swallow by one side 

or the other. [But] the impor- 

tant thing is to manage those 

difficulties, and I think that was 
pretty well done." 

— Shim Jae Hoon 


New Zealand is likely to go to 
the polls on 15 August follow- 
ing an assurance by Deputy 
Prime Minister Geoffrey 
Palmer to o portion leader 
Jim Bolger that the election 
would be held before Sep- 
tember. By law the election 
must be held no later than 19 
September. Palmer's assur- 
ance was in exchange for agree- 
ment by Bolger to support 








legislation setting aside a by- 
election in the Kaimai seat, for- 
merly held with a large major- 
ity by the opposition National 
Party. The governing Labour 
Party did not want a by-elec- 
tion close to the election which 
might show a strong swing 
against the government. How- 
ever, recent opinion polls have 
shown a strong lead for Labour 
nationwide. — Colin James 


Suharto calls for 

new history of coup 
Following the significant gains 
by the tiny Indonesian Demo- 
cratic Party (PDI) in the 23 
April general election, Presi- 
dent Suharto has instructed 
that new history books be writ- 
ten to educate the country’s 
younger generation about the 
“accuracy” of events leading 





up to the failed coup attempt 
by the Indonesian Communist 
Party in 1965. 

е re-writing will inevita- 
bly focus on political weak- 
nesses of the late president 
Sukarno, whose charismatic 
image PDI exploited during an 
election campaign which saw 
an explosion of “youth power." 
An official on 2 May quoted 
Suharto as saying: "It must 
never happen that those youths 
worship the wrong figures due 
to unavailability of correct his- 
tory books." — Shim Jae Hoon 
Aquino government gives 
pre-election pay rises 
In the fortnight before the 11 
May Philippine legislative elec- 
tions, President Corazon 
Aquino’s government  an- 
nounced a series of pay in- 
creases for state employees. 
Clerical civil servants, teachers 
and members of the police and 
armed forces have received 
varying increases of up to 15% 
— despite undertakings last 
year to the IMF committing the 

overnment to cutting the 
udget deficit. —James Clad 
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IMF lends Indonesia 
US$610 million 

The IMF approved its second 
loan to Ж зари оп 5 Мау, 
totalling 462.9 million special 
drawing rights (SDR, about 
US$610 million), under the 
fund's compensatory financing 
facility. Indonesia last bor- 
rowed from the IMF in 1982. 
The loan was granted on the 
basis of a balance-of-payments 
squeeze caused by temporary 
export shortfalls, and is to be 
repaid starting in 1990. The 
loan follows two others signed 
in February this year: a World 
Bank loan of US$300 million 
and an Export-Import Bank of 
Japan loan worth US$900 mil- 
lion. — Vaudine England 


New Zealand to reform 
international tax rules 

New Zealand Finance Minister 
Roger Douglas expects to an- 
nounce the first moves in a re- 
form of international tax policy 
by the middle of 1987. Douglas 
first flagged such moves in De- 
cember in a more general state- 
ment on tax avoidance, which 
has led to legislation tightening 
some loopholes in New Zea- 
land corporate tax regula- 
tions. — Colin James 


Singapore to issue S$8-10 
billion in bonds in 1987 

The Monetary Authority of 
Singapore (MAS), the coun- 
trys de facto central bank, 
plans to issue S$500 million 
(US$235.6 million) in taxable 
five-year bonds at the first auc- 
tion of the new government 
securities market on 8 May. 
Issue date is 13 May, and the 
minimum denomination will be 
S$1,000, with issues in book 
entry form and not as certifi- 
cates. The government sold 
S$300 million in 91-day treas- 
ury bills in minimum denomi- 
nations of $$100,000 on 4 May. 
Altogether the MAS plans to 
issue S$8-10 billion in bonds in 
1987, and up to S$35 billion in 
the next five years. 


— Paul Handley 


Malaysian tycoon Khoo Teck 
Puat, thought to be in financial 
straits following the takeover 
of his National Bank of Brunei 
by the Brunei Government last 
year, has increased his stake in 
Standard Chartered — (Stan- 
chart) Bank to 7.2496 from 


6.28%. Khoo bought 1.475 
million shares for £11.9 million 
(US$19.9 million) in the sur- 
prise move. Khoo was one of 
three Asian investors who 
helped the bank resist a take- 
over attempt by Lloyds Bank in 
1986, gaining a board seat in 
the process. He resigned his 
seat in November, while the 
other two, Australian Robert 
Holmes à Court and Hong- 
kong's Sir Y. K. Pao, remain 
on the Stanchart board. 
Holmes à Court increased his 
stake to 15% from 10% in 
April. — Paul Handley 


Audit firm sues Singapore 
accountants 
Auditors Coopers and Lybrand 
has sued the Singapore 
Society of Accountants for 
libel after the society refused to 
retract and apologise for com- 
ments it made in a press state- 
ment about the conduct of the 
auditors of Pan-Electric Indus- 
tries. The two other auditors, 
Ernst and Whinney and Tan, 
Teo and Wong are considering 
whether to take any legal ac- 
tion against the society. All 
have denied any professional 
negligence in their audit of 
Pan-El's accounts. 

— Paul Handley 
Second section gets nod 
from Thai Government 
Thailand’s Ministry of Finance 
has прое the establish- 
ment of a second board on the 
Securities Exchange of Thai- 
land. Companies seeking list- 
ing in the new section must 
have registered capital of 
at least Baht 10 million 
(US$392,157). Among the first 
listings is expected to be 
Padaeng Industry Co., Thai- 
land's only zinc smelter. 

— Liz Carver 
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South Korea has promised to 
progressively lift restrictions 
on EEC exports of cars, wine 
and woollen cloth, following 
three days of high-level consul- 
tations in Brussels, EEC offi- 
cials described the South Ko- 
rean move as “encouraging” 
but said that Seoul must re- 
move more “indirect obsta- 
cles” put in the way of EEC ex- 
ports and must stop dis- 
criminating in favour of the 
US. South Korea has also 
promised to treat the EEC and 
the US “equally if not identi- 
cally” as regards the protection 
of intellectual property rights. 
— Shada4slam 























| DETERRING DEFECTORS 
The South Korean Government is 
|. understood to be considering a formal 
1 declaration that it will not grant 
poli ylum to any athletes or 
cials who defect during the 1988 
Seoul Olympic Games. Officials are 
anxious to head off any untoward 
ents, such as the defection of four 
anian weight-lifters which took 
ce during last year’s Asian 
ames, that would detract from 
.] what they hope will be the most 
| successful Olympics ever. The 
< declaration would serve as a further 
‘inducement to attend for Socialist 
bloc countries, most of whom have 
already indicated they will ignore 
| ä threatened North Korean-led 
boycott. 


MILITARY LINKS 


India has been quietly developing 

military ties with Vietnam against 

their common rival, China. Earlier 

|. last month a high-level Indian military 
|. delegation led by India's chief of army 

| staff, Gen. К. Sundarji, made an 
 unpublicised visit to Vietnam. 

Among other things, the delegation 

studied Vietnamese battle tactics 

against the Chinese along their 

mountain border. 

INDIRECT TRADE 

Chinese technicians have visited 

South Korea on numerous occasions 

| fortraining, often directly linked to. . 

purchases of South Korean industrial 


















renminbi, with China selling large 
amounts of agricultural goods, mostly 
grains, while its purchases of South 
Korean manufactured goods slowed, 
following the pattern of Chinese 
imports from most other countries. 
Sales this year of Chinese 
agricultural goods to South Korea 
may suffer as a result of Seoul's 





recently announced plan to bu 
more agricultural items from the 
US, in response to trade 
pressure. 


TAXING PROBLEM 

Pa Plans b 
Australian Prime 
Minister Bob 
Hawke’s cabinet 
to raise about 
A$500 million 
(US$350 million) 
from the sale of 
extensive gardens 
attached to the 
Australian 
Embassy in Tokyo, 
may encounter a hitch. Japanese tax 
officials are understood to have told 
ће етбаѕѕу they expect capital gains 
tax to be paid. The land was bought 
just after World War IL for whatisa 
trifling amount in present-day terms. - 
Unless Canberra can establish 





might have to be negotiated. 


RESISTING REFORMISTS 


Taiwan President Chiang Ching-kuo 





equipment. Indirect trade between 
"the two countries in 1986 was US$1 





| The trade has swung in China's 
| favour, helped by the fall of the 





a _ billion, slightly below the 1985 figure. | 


is remaining firm in his support for the 
olitically beleaguered Premier Yu 
uo-hwa, despite strong pressure 

within the ruling Kuomintang (KMT) 

to remove the former central banker. 


4 entry of members. Pakistan withdr: 


diplomaticimmunity, taxofup to 30% . 


| take the lead in securing its 


„majority vote to preclude New 





Many younger party and governme 
officials would like to see Yu ро. 
because he has failed to energetic 
push political and economic refor 
Although further cabinet changes à 
likely in the next several months, Yu‘ 
job is thought secure at least until a _ 
КМТ plenum now expected to be | 
held in November. One problem ` 
Chiang faces is who to put in Yu's 
place. The best bet, long-time 
confidant Lee Huan, is now (рү 
to become the secretary-genera 
the KMT. Other candidates lack 
the necessary experience and. 
political support within the 
leadership. 


COMMONWEALTH TIES 
Sri Lanka has agreed to raise the. 
matter of Pakistan's re-entry into the 
British Commonwealth at the next 
Commonwealth Heads of 
Government Meeting in Ottawa. 
Pakistan's Prime Minister 

Mohammad Khan Junejo met 
Commonwealth secretary-general 
Shridath Ramphal during his rec 
visit to London and requested the 
formulation of procedures for re- 

































































from the Commonwealth in the e 
1970s following the Indo-Pakistani 
war which led to the creation of 
Bangladesh, but is now keen to 
rejoin. The British Government 
supports the move but is reluctant to 


membership against Indian — . 
opposition. Sri Lanka has apparenth 
indicated its willingness to lead the 
campaign for re-entry through a 





Delhi's veto. 
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THE WEEK 


.| AUSTRALIA ; 
3 The National Party and the Liberal Party, 
' which make up the opposition coalition, split 


Joh Bjelke-Petersen (29 Apr.). 


CHINA 
n Thai army chief Gen. Chaovalit Yong- 
chaiyut signed an b PETRA in Peking tobuy 
Chinese weapons (3 May). 

22 Trade and Industry Minister Tengku 
] Razaleigh Hamzah and Finance Minister 

.Datuk Kais Yatim resigned from the cabinet 
(29 Apr.) Prime Minister. Datuk Seri 
Mahathir Mohamad accepted the ministers’ 
resignations (80 Apr.). 


NORTH KOREA i 
: “briefease bomb e 
X the North Ko 












"[.wnder pressure from Queensland Premier - 


xploded оп the 
n Trade Office | 


in Lima, Peru, wounding two North Ko- 
reans, it was reported (30 Apr.). 


PHILIPPINES 

The headless bodies of three campaign 
workers from a party supporting President 
Corazon Aquino were found in an Manila 
suburb. A provincial police chief was am- 
bushed and killed in the run-up to the con- 
gressional elections (29 Apr.). Muslim rebels 
and government representatives began talks 
on Muslim autonomy (2 May). Sixteen gov- 
ernment troops died and nine were wounded 
during an ambush by communist rebels in 
Akhan island, the second worst government 
defeat this year, the Philippine News Agency 
said (4 wen. Government negotiators met 
Moro chief Nur Misuari in his remote jungle 
hideout on Jolo island (5 May). 


. Police hauled away 





























cians who staged a rally outside the home ol 
dissident leader Kim Dae Jung to celebrate 
the birth of a new party, the Reunific 

Democratic Party (J May). | 


SRI LANKA 

A bomb lobbed into a yard at Colombo’ 
main magistrates court injured 11 people (2 
Apr.). Two people were killed when at leas! 
2,000 people tried to defy à government ban 
against May Day demonstrations but. were 
dispersed by police (2 May). Student pro- 
testers at Colombo University took five pro- 
fessors captive to demand release of eight : 
rested students, but then released them 
harmed after five hours, it was reported 

| May). | 





More than 500 Malaysian communists | 
surrendered in southern Thailand, the Thai 


i+ | military said (29 Apr.). 


REGIONAL AFFAIRS 
Seven rebels are purged after the Umno revolt 


Dr Mahathir’s surgery 





By Suhaini Aznam in Kuala Lumpur 


he handshakes, hugs and unity 

speeches were indeed cosmetic and 
short-lived. Prime Minister Datuk Seri 
Mahathir Mohamad lost no time in wip- 
ing the slate clean after his narrow mar- 
gin in retaining the leadership of the do- 
minant United Malays National Organi- 
sation (Umno). Three ministers and 


| four deputy ministers were sacked on 30 
| April, four days after the culmination of 


a watershed party assembly which saw 


| Mahathir re-elected as party president 


| Foreign Minister 


by only 43 out of 1,479 votes, narrowly 
beating challenger Tengku Razaleigh 
Hamzah (REVIEW, 7 May). 

The sackings followed on the heels of 
the resignations of Razaleigh himself, as 
trade and industry minister, and of 
atuk Rais Yatim, 
who had supported his bid for the 
leadership. Mahathir, who had not im- 
mediately accepted their offers to resign 
on 28 April, accepted them two days 
later when he purged the cabinet of all 
Razaleigh supporters. Razaleigh later 
said that he would not rejoin the gov- 


“ernment even if invited to, “unless the 


prime minister changes his ways.” 
No replacements were immediately 
announced. With one exception, the 


— | five ministerial vacancies will be filled at 
. least temporarily by Umno ministers 


who had supported Mahathir, in addi- 

tion to their current portfolios. The jobs 

left by the deputies will remain vacant. 
Deputy Prime Minister Ghafar Baba 


_ will fill in for outgoing Defence Minister 


Datuk Abdullah Ahmad Badawi, Infor- 
mation Minister Tengku Ahmad 
Rithaudeen Ismail will take on Rais' 
duties, Agriculture Minister Datuk Seri 
Sanusi Junid will take on Razaleigh's 
portfolio, Federal Territory Minister 
Datuk Abu Hassan Omar will assume 
Welfare Minister Datuk Shahrir 
Samad's duties, while Kasitah Gadam, 
from Sabah and the only non-Umno 
minister involved in the exercise, will 
act for his fellow minister in the Prime 
Minister's Office, Datuk Abdul Ajib 
Ahmad. 

The deputies who were dropped 
were еу Primary Industries Minis- 
ter Datuk Radzi Sheikh Ahmad, Dep- 
uty Foreign Minister Datuk Abdul 
Kadir Sheikh Fadzir, Deputy Transport 
Minister Datin Paduka Rahmah Osman 
and the Deputy Energy, Telecommuni- 
cations and Posts Minister Datuk Zainal 
Abidin Zin. 

“We accept the decision with an 
open heart, and full realisation that this 
action was taken solely because of our 








stand in the recent party election,” read 
Abdullah from a joint statement by 
the seven. “We will struggle to restore 
public confidence in Umno. We will op- 
pose all actions that threaten Umno 
unity.” 

A море reshuffle will only be made 
upon Mahathir's return from a private 
visit to the US on 14 May. Mahathir left 
for his son’s graduation at the Univer- 
sity of Tulsa, Oklahoma just hours be- 
fore the sacking was announced, and is 
also to visit his daughter and new-born 
grandchild in Japan on his way home. 

While those axed had seen it coming 
— “after all, when we went into it, we 
had thought of the consequences,” said 





Radzi — they objected to the manner in 
which it was done. Apart from the let- 
ters each had received informing them 
that their services were no longer re- 
quired, their dismissals were announced 
in a two-page statement issued by the 
chief secretary, while Mahathir himself 
left the country. It was as if he wanted to 
"show that these seven were not impor- 
tant," said Rais indignantly. "Well, 
these nine [including himself and 
Razaleigh] are going to be very impor- 
tant.” 


qo supporters were less realistic 
and had actually hoped that 
Mahathir would retain at least those 
leaders who had been elected to Umno 
Supreme Council posts at the assembly, 
as all seven who were sacked had. 
"Words do not match deeds," said a dis- 








gusted Perak delegate, visiting Abdul- 
lah at home. He recalled how Mahathir, 
in congratulating the Tan Koon Swan 
faction for winning the Malaysian 
Chinese Association (MCA) election in 
November 1985, after a bitter two-year 
war, had advised the MCA that “win- 
ners should not take all, while those de- 
feated should not lose all. 

"After all, even losers have their 
supporters and they have the right to 
their views," Mahathir had said at the 
time. 

Razaleigh and Rais had both lost in 
the election, so it was only right that 
they resign, went the consensus. But 
the seven sacked had won their party 
positions — Abdullah coming 
in а respectable second of 
three elected vice-presidents. 
“They were sacked because 
they happened to support 
Musa and Razaleigh,” declared 
Rais. 

But cabinet appointments are 
the prerogative of the prime 
minister, chorused several 
Mahathir allies, as reactions to 
the expulsions grew heated. 
Mahathir is no different from his 
predecessors in “wanting a 
cabinet that has confidence in 
him and in whom he has confi- 
dence,” said Education Minister 
Anwar Ibrahim. 

“We accept that prerogative,” 
Ajib said. “The rule of demo- 
cracy is simple. When you win by 
one vote, you win. But how you 
exercise your power reflects your 
leadership capabilities.” 

Although Mahathir won the 
leadership struggle, the Razaleigh- 
Musa faction had polled a very consi- 
derable 48.55% of delegates’ votes. “In 
other places, when a majority wins, 
often there is an effort to accommodate 
the wishes and aspirations of those who 
are not with him [the leader],” said Ab- 
dullah. But, he added, Mahathir has the 
corporate concept, whereby the major- 
ity shareholder gets his way. 

Umno insiders expect at least two 
Mahathir allies to be given wider re- 
sponsibilities or be promoted in the 
forthcoming exercise — Anwar and 
Mahathir's former political secretary, 
now Deputy Home Minister Datuk Seri 
Megat Junid Megat Ayub. In a further 
move to consolidate his position, some 
members also expect Mahathir to rede- 
signate those vital posts of Umno state 
liaison chiefs currently held by mem- 
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bers of the Razaleigh camp, to the re- 
spective chief ministers who are his ap- 
pointees. 

“The message is clear,” said Ajib. 
“Don’t о me or o me at your 
own risk." By his actions, Mahathir has 
shown that “if you want to be in govern- 
ment, you must be the president's 
man," he added. “And if you are the 
president’s man, you must not criti- 
cise." 

The removal of his opponents seems 
to cancel out the theory that Mahathir 
might back Razaleigh as a holding proxy 
for his chosen successor, Anwar, as one 
of several possible scenarios for 1990 — 
when party elections are again due. 
Sources close to Musa now say 
Mahathir felt Razaleigh was even more 
of a threat than he did Musa, and had 
tematically set out to whittle down 
leigh's powers by endorsing Musa 
as his running-mate in 1984, thereby re- 
moving Razaleigh from the to rty 
echelons. To keep Musa in check, how- 
ever, Mahathir retained Razaleigh as a 
minister despite Musa's initial objec- 
tions. 


Tq purged seven have pledged to 

continue the struggle — to hold talks 
with party members, using their posi- 
tions as MPs, state liaison or divisional 
chiefs and members of the Umno Su 
reme Council. “After all, the basic is- 
sues of lack of confidence in govern- 
ment, corruption, the recession [all is- 
sues raised against Mahathir], still con- 
tinue,” said Shahrir. 

There is also talk that some divisions 
would hold extraordinary general meet- 
ings, as provided for by the Umno con- 
stitution, to fight a rearguard battle to 
ensure that some control, at least at 
state level, remains in their hands. 

Election repercussions have already 
begun in Musa's home state of Johor, 
where two identifiably pro-Musa state 
executive councillors were pressured 
into resigning on 3 May. Khadri Sabran 
is deputy chairman of Umno's Mersing 
division, where Ajib is chairman, and 
Hasmoni Salim is Kota Tinggi division 
chairman, the state seat within Musa's 
Segamat parliamentary constituency. 
State councillors hold prestigious office 
in the states, and have control over the 
‘state purse. Khadri was replaced the 
very next day by Johor Umno Youth 
chief Abu Bakar Dewa, whom insiders 
consider allied to the Mahathir camp. 

“This is victimisation,” said Shahrir. 
"It is fine for ministers to be sacked. But 
this is carrying it too far." 

But Mahathir was by profession a 
doctor, with a окыр ego, one of 
the delegates had remarked the day 
after the Umno results were announced 
and a purge looked likely. “He will not 
think of negotiating his way out of a 
problem i i his predecessors, with 
their legal backgrounds, would have 

done,” he added. “The medical solution 
ро eut ош the cancer,” В 
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Mayhem on May Day 


The rift among Sinhalese-based parties widens 


By Manik de Silva in Colombo 


В" between the ruling United 
National Party (UNP) and the op- 
position have deteriorated sharply in re- 
cent weeks with President Junius 
Jayewardene accusing his principal op- 
ponent, former prime minister Sirima 
Bandaranaike, of devising “a direct ac- 
tion plan” to topple his government. 
Bandaranaike, in turn, told a May Day 
meeting of her Sri Lanka Freedom 
Party (SLFP) that the government's 
leaders will soon suffer the fate of the 
ousted Philippine president Marcos. 

Jayewardene charged that the SLFP 
was trying to make things difficult for 
the government at a time of national 
crisis precipitated by the ethnic vio- 
lence in the country. He said that this 
was in sharp contrast with how the 
UNP behaved when Ban- 
daranaike’s government 
faced the 1971 youth insur- 
rection in which thousands 
died. 

In a recent speech he 
pointedly asked: “What is 
the purpose of bhikkus 
[Buddhist monks] sitting 
on roads, marching in the 
streets, and members of 
parliament being carried 
out of parliament? Is it to 
show that the government 
cannot defeat the terrorists 
militarily or succeed politi- 
cally? Do they wish to em- 
barrass the government 
and help the terrorists and 
the JVP [Janatha Vimukthi 
Peramuna] insurgents, 
their old opponents who tried to kidnap 
Mrs Bandaranaike?" 

Jayewardene's speech came five 
days after the 21 April terrorist bomb 
blast in Colombo which killed 100 peo- 
ple and injured another 200. A couple 
of days earlier, five SLFP MPs had been 
carried out of the parliament by police 
following their refusal to submit to a rul- 
ing by the speaker. 

A statement by Jayewardene that if 
the terrorist problem was not settled, he 
may be compelled to further extend the 
term of his government after a second 
referendum, has not helped relations be- 
tween the UNP and the opposition. The 
SLFP as well as all other opposition 
p deeply resented the December 

982 referendum v. which the parlia- 
ment elected in 1977 for a six-year term 
was extended for a further six years. 
They branded the referendum a "fake" 
and have seized upon a report by the 
elections commissioner questioning ir- 


O | regularities in that referendum. 







































Right now the major issue between 
the government and opposition relates 
to a ban on May Day meetings which the - 


versity student. In another incident, 
police tear-gassed and baton-charged 
supporters of a leftwing alliance of the 
Trotskyists, communists and a break- 
away group of the SLFP. Trotskyist 
leader Colvin de Silva, an 80-year-old 
founding father of Sri Lanka's once-vig- 
orous Left movement, and a highly re- 
spected 50-year veteran of the country’s 
political scene, was injured in this inci- 
dent. 

Many observers believe that the May 
Day confrontation was un- - 
necessary. If the opposi- 
tion had been consulted, at - 
least some of these parties 
would have consented to a 
low-key May Day in view 


of the security situation. — . 
But the government un- 
ilaterally decided to post- 


pone the May Day fes 
tivities to 22 May, National. 
Heroes Day, provoking 
angry reactions. “It's like 
saying that Christmas will. 
be celebrated on a Jaye- | 
wardene's birthday," said 
Anura Bandaranaike, t 
former prime minister's | 
son who leads the 
liamentary opposition.. 
“This ban is not on у naked | 
discrimination — political oppo- | 
nents but also a further step in the gov- | 
ernment's unremitting assault on the | 
working class and its democratic | 
rights," an angry statement from the ^ 
leftist alliance said. The UNP countered | 
that the police shooting was caused by - 
the provocative actions of the JVP ac- — 
tivists at the temple meeting. D 
The student's death triggered pro- | 
tests on campuses countrywide with stu- 
dents boycotting lectures. Students and © 
Buddhist monks attended his funeral in ~ 
large numbers and used the occasion for 
another anti-government protest. | 
Angry speeches were made alleging that _ 
the young man was shot inside the tem- | 
ple. A Buddhist monk wholeadsatrade | 
union of nurses said in a funeral oration — 
that "people will soon stone the resi- 
dence of President Jayewardene." A _ 
university lecturer said in another | 
speret: “The pw that were brought to 
ight the Tami 
against us." 
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terrorists are now turned | 








CHINA 


A lesson for students 


New college rules stress political ‘correctness’ 


By Robert Delfs in Peking 


EI: A’ China’s thirteenth party congress, 
| scheduled for October, арргоасһ- 


es, resurgent conservative leaders 
are pressing forward programmes to 
restore the Баку of orthodox Marx- 
ism and tighter party control, particu- 


larly over students and law enforce- 


ment, as well as publishing and cultural 
affairs (REVIEW, 7 May). 

New provisional regulations issued 
by the State Education Commission in 
April have reintroduced political stand- 
ards for college and university enrol- 
ment. To qualify for entrance examina- 
tions, students “must support the four 
basic principles, cherish the mother- 
land, observe discipline and express de- 
termination to study hard for the deve- 
lopment of the socialist modernisation 
programme,” the regulations say. “Poli- 
tical, ideological and moral” qualities 
are to be stressed, and no student admit- 
ted who opposes the four basic princi- 
ples “either in words or in action.” 

Students recommended by senior 
middle schools, moreover, may be ad- 
mitted without examination under the 
new regulations. National entrance 
examinations were reinstituted only 10 
years ago, replacing primary reliance on 
class background and political record as 
qualifications for enrolment, which con- 
tributed to the disastrous decline of 
China’s tertiary education system in the 
1960s and 1970s. It is unclear what steps 
will be taken to prevent abuse of the 
new scheme, which offers a separate 
way into the education system for the 
well connected but academically ill-pre- 
pared. 

But as a Guangming Daily commen- 
tator explained on 3 April, training in 
skills is secondary to the primary educa- 


tional task of fostering “correct political 
orientation.” If a youth lacks a correct 

olitical orientation, defined as “up- 

olding the four basic principles, of 
which upholding party leadership and 
the socialist road are the core,” even if 
he has a good educational background, 
he will not be useful to the state, the 
newspaper said. “He will look after his 
own immediate interests, caring no- 
thing for the general interests. How can 
such a person carry forward the revolu- 
tionary cause?” 

The new regulations clearly reflect 
the views of Vice-Premier Li Peng, head 
of the State Education Commission and 
a possible successor to Zhao Ziyang as 
premier. Li has also supported new pro- 
grammes for students to acquire experi- 
ence of “real life” in factories and vil- 
lages. 

“As long as students listen to the 
voice, understand and learn from the 
worker and peasant masses, they will be 
able to throb with the pulse of our times 
more accurately,” a China Youth News 
commentator said. 

Peng Zhen, whose status as pre-emi- 
nent spokesmen for the conservative 
forces continues to grow, presented his 
views on the role of law in a speech at a 
symposium on political and legal work 
on 31 March, which appeared as the 
lead article in the 1 May edition of Red 
Flag. 


he framework of upholding the four 

basic principles must be used to 
unify the thinking of the entire coun- 
try’s 1 billion people, Peng said, “start- 
ing with the 46 million members of 
the communist party.” Analysts point 
out that the previous figure for party 








membership usually given is 44 million. 

“Some party members have only en- 
tered the party organisationally, not 
ideologically,” Peng said. “How can 
people who persist in abusing power for 
personal gain and forming factions be 
considered members of the communist 

arty?” he asked. (In April, Peng told 
Honing reporters that there was only 
one faction in the party — the “Marxist” 
faction — while the Peking Review re- 
cently criticised reports by both dip- 
lomats and journalists of factional strug- 
gle within the party.) 

“As long as the рое world, 
bourgeois ideology and the influence of 
remnants of feudalism exist, so will the 
conditions for emergence of hostile ele- 
ments seeking to destroy the socialist 
system,” Peng said. “No effective dic- 
tatorial methods can be abandoned,” he 
added, “and our comrades in the 
politico-legal front will never be out of 
work in their lives.” 

“Politico-legal organs must uphold 
and accept party leadership and on all 
important questions must seek prior in- 
structions and make final reports to 
their party committee,” he said. 

Peng discussed former party chair- 
man Mao Zedong twice in his speech, 
recounting that Mao objected to the 
term Mao Zedong-ism rather than Mao 
Zedong thought, and revealed that Mao 
first raised the slogan "seek truth from 
facts" in a conversation with Peng him- 
self in Yenan. Zhao's report to the Na- 
tional People's Congress in March was 
mentioned once, but Peng did not men- 
tion Chinese leader Deng Xiaoping at 
all. 

Deng has been highly visible of late, 
meeting many foreign visitors, but he 
has not made extended remarks on po- 
licy issues in public as Peng has done in 
recent weeks. 

On 30 April, Deng was reported by 
Agence France-Presse as telling Spanish 
Deputy Premier Alfonso Guerra that 
the main struggle should be against the 
leftist trend within the party, adding 
that “nostalgic leftists” still hoped to 
practise their dangerous and counter- 
productive methods. This report was 
not confirmed by any other source, and 
contrasts sharply with Deng's previ- 
ously reported remarks over the past six 
months. Most diplomats said that even 
if the words were reported accurately, 
they doubted that they reflected a 
change in Deng's position. 

Deng did not mention the danger of 
leftism in subsequent meetings with 
French Foreign Minister Jean-Bernard 
Raimond on 5 May. On the same day, 
Deng implicitly criticised Hu Yaobang, 
removed in January as party general 
secretary. "This meeting is better than 
inviting 3,000 youths," he told a group 
of Japanese scholars and MPs, referring 
to Hu's allegedly unauthorised invita- 
tion to a group of Japanese students 
during his visit to Japan in 1984. “I did 
not agree with that." © п 
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AXE in Business Communications Networks 





How to make big business 


" big business 


Today, big business has muscle. 

It knows what it wants from its telecom- 
munications, and it expects to get it. 

Big business also has brains. 

It knows that a choice of telecommunic- 
ations systems exists, and it knows how to 
use that choice. 

It may choose to set up a private network, 
PBX-driven. It may choose to get its services, 
under its own control, in the public network. 

It may choose to do both. 


Rut whatever hic hucinace amhorriharc 


choose, it means increasing opportunities for 
a Telephone Company to provide new and 
different combinations of services 

Ericsson’s AXE switching system makes 
the most of those opportunities лош, with a 
new bolt-on package of services for business 
subscribers. 

A Telephone Company with a digital 
AXE network can now offer advanced intra- 
corporate communications... 

It can offer a modern Centrex service (an 


" 
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the services of a PABX but within the public 
network)... 

It can offer a multi-site intra-corporate 
Virtual Network Service, which effectively 
provides a switched network under customer 
control within the public network... 

Or it can tailor combinations on demand. 

AXE: new and exciting services for Tele- 
phone Companies to offer... new ways to 
earn revenue to invest for subscribers іп the 
networks of the future. Post the coupon for 


Competition 


is the incentive to do better. 





It is common for banks to handle foreign 
exchange. But a bank that deals on a world- 
wide scale 24 hours a day, with the reputation 
as a leading market maker, is still a rarity. 


UBS - committed to excellence. 


UBS in Asia and Australia: Hong Kong Branch (13th Floor, Gloucester Tower, 
11 Pedder Street, Hong Kong), Singapore Branch (50 Raffles Place # 38-01, 
Shell Tower, Singapore 0104), Tokyo, Osaka, Bombay, Sydney. UBS worldwide: 
in all important financial centres around the globe. Head Office: Union Bank 
of Switzerland, Bahnhofstrasse 45, CH- 8021 Zurich. 
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Business Communication Services in AXE: 
new network concepts for subscriber 
satisfaction 
Within the Ericsson Group, Ericsson 
Telecom provides total public telecom- 
munications capability – the future- 
proof, multi-facetted service symbolised by 
the Ericsson Telecom diamond. 

Functions in AXE can be combined at 
exchanges or network nodes to offer a pack- 
age tailored precisely to the service needs of 
an Administration, or of its subscribers - 

a unique capability based on the open- 
endedness of the AXE concept. 

The architecture of AXE, with its full 
functional modularity, means that a network 
is no lenger a static linkage between software 
modules in fixed exchanges, rigidly defined 


Instead, clusters of features and services 


can be assembled at will at special service 
switching centres in the existing network to 
satisfy the needs of subscribers economically. 
Or the same clusters of features can be 
provided in new local switches, which will 


also allow interfacing with the services of 


the future (such as access to the Integrated 
Services Digital Network). 

The outcome is a network designed from 
demand inwards, and not from exchange 
capability outwards - a network which can 
be enhanced and adapted at will to support 
new services as demands change. 
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Suharto's staying power 


President faces problem of retaining youthful support 


By Rodney Tasker in Jakarta 


koaia politics under President 
Suharto’s tight New Order regime are 
so predictable that some observers won- 
der why anyone bothers to vote. Having 
just come through a general election 
which increased the ruling Golkar 

arty’s majority from 64.3% to 73% 
PREVIEW, 7 May), Indonesians are now 
looking ahead to the re-election of 
Suharto for a fifth term, after nearly 20 
years in power, in a March 1988 indirect 
poll in which he will be the only presi- 
dential candidate, nominated by all 
three political parties. 

One reason why the 23 April election 
kicked up relatively little dust by In- 
donesian standards, apart from huge 
rallies when people basked in a limited 
period of political freedom, was that 
many politically aware Indonesians 
were more interested in the future real- 
power configuration. 

That meant the 65-year-old 
Suharto's destiny, given the fact that 
hardly any change in the political system 
or policies can take place without his en- 
dorsement. Under the New Order, a 
president is elected by a 1,000-member 
college of MPs, provincial representa- 
tives and the military, grouped under 
the People's Consultative Assembly. 

Suharto disarmed his chief support- 
ers at a recent Golkar assembly by de- 
parting from his agere text to deliver 
an appeal which was strangely emo- 
tional for a normally placid, taciturn 
leader: when the time came for him to 
depart, he said, his cohorts should ar- 
range this constitutionally and not make 
a fuss about it — presumably a refer- 
ence to the possible use of force. 

As one leading party politician 
explained to the REVIEW, many In- 
donesians are not concerned about how 
a leader comes to power. They do not 
even feel the need to keep voting to 
keep him there —as long as the leader is 
responsive to the people’s wishes and 
aspirations. When he is not, then he 
should go. This is the Indonesian con- 
cept of wahyu, a supreme leader’s right 
to remain in power until he loses the 
people’s mandate to rule. 

ut this theory applies more to In- 
donesia’s older, more traditionalist gen- 
eration. Some now wonder if Suharto's 
wahyu is starting to fade. Given the 
massive surge of youthful рона of 
the Indonesian Democratic Party on to 
the streets during the election, there is 
evidence to suggest that maybe the 
country’s younger generation is being 
influenced by more Western-style, 
democratic ideals. 

This could alter the attitude of a 


ee which has grown perhaps too 
comfortable in its assumption that all it 
has to do is point to its record of eco- 
nomic development and general uplift- 
ing of the people's lot to retain support. 
As Golkar secretary-general Sar- 
wono Kusumaatmadja, considered to 
be one of the more forward-looking 
leaders of the ruling party, said: “The 
young now are very concerned about in- 
tangibles, the qualitative element — 
justice, fair play, democracy . . . more 
freedom of expression.” They were less 
interested in security — the communist 
and rightwing (Islamic) spectres occa- 
sionally raid by the government. 
Another Indonesian political com- 
mentator put it more strongly: "If this 


system doesn't accommodate the feel- 
ings of the young, it may explode." In- 
terestingly, the word “explode” crops 
up frequently in conversations with In- 
donesian and diplomatic analysts in the 
context of government responsiveness 
to popular sentiments among the youn 
— with 20% (or more than 30 million) 
of the electoral roll comprising first- 
time voters in the last election. 


Ho important the youth factor will 
prove to be in a country where a po- 
litical system of musyawarah, or con- 
sensus, harmony and respect has been 
finely tuned by Suharto is difficult to 
gauge. A process of regeneration, how- 
ever slow, is certainly in effect, particu- 
larly among the politically powerful 
armed forces. 

Yet Suharto is still very much the 
centre of power and can personally 


chart any change of course he deems 
necessary to meet the new mood. The 
question raised during the election is 
whether Suharto will read the signals 
correctly. One such signal was wide- 
spread dissatisfaction over the Suharto 
family’s involvement in big business. 
“Suharto is free from human rights and 
political repression [charges]," one pro- 
government analyst told the REVIEW. 
“Failing to-keep his family out of busi- 
ness is his oa weakness.” 

A mark of Suharto's leadership style 
is that anyone who has ambitions to slot 
into his position when he goes knows it 
would be unwise to be identified visibly 
as a successor at this stage. What is cer- 
tain is that a successor will have to have 
the backing of the armed forces and be a 
Muslim, probably from the most pone 
lous island of Java, traditionally the In- 
donesian seat of power. з 

“He will stay there as long as һе | 
can,” retired general Abdul Nasution 
told the REVIEW. “As I know this man, I 
don't think [a change in leadership] will 
come from him — it will be through cir- 
cumstances." Nasution fought with 
Suharto in the revolution against the 
Dutch, going on to become probably 
the most influential military leader in 
the country at the time Suharto relieved 
Sukarno of power in 1966. 

Nasution is now identified as one of 
Suharto's foremost critics, because as a 
military man he feels the president has 
bent to his wishes a constitution which 
the armed forces should be duty-bound 
to preserve and defend. 

But Suharto is protected by the 
armed forces, who арс totally loyal 
to him as the one leader who can ensure 
unity in their ranks. The president only 
speaks out when he feels it is absolutely 
necessary, and at times he shows that he 
is closely in touch with what is happen- 
ing in the country, via a network of 
trusted informants comprised more of 
friends and family members than minis- 
ters and other political colleagues. 

While appearing remote, Suharto 
ensures that he is well-informed about 
those in any position of power around 
him. Two such figures are State Secret- 
ary Sudharmono and armed forces chief 
Gen. Benny Murdani, neither of whom 
is seriously considered as a successor be- 
cause of their lack of traditional qualifi- 
cations (Murdani is a Christian and 
Sudharmono lacks military support) 
and their current high profile. 

Another figure, Gen. Try Sutrisno, 
has the qualifications, and because of 
his swift rise to the position of army 
chief of staff while still in his early 50s is 
thought to be the subject of a grooming 
exercise. But the fact that he is ve 
much in the public eye now might well 
serve to exclude him from any succes- 
sion equation. One is reminded of the 
East Asian axim, that a nail that sticks 
out will be hammered down. For the 
moment, Suharto's Indonesia remains 
very much Suharto's Indonesia. п 
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Chiang Peng-chien addresses a DPP central committee meeting: no clear platform. 
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The opposition DPP must develop nationwide support for change 


A tiger seeking claws 


By Car! Goldstein in Taipei 


The past year has seen 
Taiwan's opposition 
achieve its greatest 
victories ever. In 
September 1986, the 
founding of the Dem- 
ocratic Progressive 
Party (DPP) broke a 
40-year ban by the ruling Kuomintang 
(KMT) on the establishment of rival po- 
litical groups. The new party followed 
that up with an unexpectedly strong 
showing in last December's elections, 
more than doubling the opposition’s 
representation in the country’s two 
highest parliamentary organs. 

President Chiang Ching-kuo’s prom- 
ise late last year to lift martial law, now 
expected to take place in the next two or 
three months, could also be regarded as 
a triumph for the opposition. It is un- 
likely that Chiang, who is 77 and in poor 
health, would have set out to dismantle 
the machinery of the police state he 
helped develop without pressure from 
domestic and foreign critics. 

Having done all this, however, the 
challenges to come are much harder, 
Whether the DPP remains a force to be 
reckoned with in a year or two may de- 
pend on finding answers to a host of 

uestions. Can it develop a programme 
that will transform a widespread desire 
for change among Taiwan’s 19 million 
people into firm political support, to 
create a force that ultimately could dis- 
place the KMT? 

Also, can the DPP resist strong cen- 
trifugal tendencies that threaten to split 
the opposition in two? Can the opposi- 
tion hope to mobilise the masses with- 
out a charismatic leader, which it con- 
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spicuously lacks? And will the DPP be 
able to adapt to the new political envi- 
ronment it helped create? 

The KMT, under Chiang’s leader- 
ship, responded to popular pressures by 
launching a reform programme that not 
only promises to lift martial law and 
legalise opposition political parties, but 
to rejuvenate hidebound and unrepre- 
sentative parliamentary organs with 
fresh elected blood and expand freedom 
of the press. 

Although change has been slowed by 
stubborn resistance from ageing conser- 
vatives in the ruling party and military 
leadership, the KMT is seeking with 
some success to portray itself as the 
mo of reform. A handful of relatively 
iberal and outspoken KMT politicians, 
particularly in the law-making Legisla- 
tive Yuan, are raising tough criticisms of 
long-sacrosanct policy — such as the 
government's stubborn rejection of 
contacts with China — that just two or 
three years ago would have been heard 
only at opposition rallies. 

The opposition can take some credit 
for making the KMT — or at least 
Chiang personally — realise that care- 
fully controlled dissent could be in its 
own interest. But now the DPP must 
contend with a rejuvenated KMT after 
years of regarding it, with considerable 
justification, as a political dinosaur with 
great brute strength but scant ability to 
adapt to changing conditions. DPP 
leaders speak with confidence of the 
KMT's eventual extinction, but their 
underlying tone can sound as uncon- 
vincing as that of KMT officials talking 
about reunification of China under 
KMT leadership. 





Chen Ying-chen, a former political 
prisoner and publisher of Jen Chien 
(Humanity) Magazine, said: “The KMT 
is actually getting stronger now, as it de- 
velops greater sel contidence and reaps 
the Benefits of the concessions it has 
made. The DPP, on the other hand, has 
done little to earn the respect and confi- 
dence of the people since it was estab- 
lished.” 

Beyond the DPP’s early electoral 
successes, there is little evidence to dis- 
prove this criticism. Shortly after the 
December elections, the new party’s 
original 1,500 members launched an is- 
land-wide membership drive. At its 
start in early February, some party ac- 
tivists were talking of 50,000 or more 
new recruits by the end of the campaign 
in May. By the end of April, however, 
the party had only 1,500 new members, 
according to Wu Nai-jen, a DPP central 
standing committee member. 


PP leaders and others claim with 

some justification that the disap- 
pointing haul was caused by the fear of 
retribution from the government. Many 
people are still afraid of possible harass- 
ment on the job, or think they may have 
trouble with the tax man if they are 
known to have joined the opposition, 
said Chang Chung-tung, an outspoken 
history professor at National Taiwan 
University and a КМТ member. He said 
a professor could certainly find his job 
at risk for joining the new party. 

If the DPP were granted full legal 
status under the revised Civic Organisa- 
tions Bill now before the Executive 
Yuan, or cabinet, such fears could be 
minimised. In line with the KMT's 











promise to legalise new political parties, 
the law should pass the legislature be- 
fore the end of its current term in July. 

The bill’s expected passage into Lie 
will not necessarily resolve the DPP's 
status, though. The weight of opinion 
within the party seems to be leaning to- 
wards rejecting the law's requirement 
for political parties to register with the 
government. Many DPP leaders argue 
this would effectively recognise the 
right of the KMT, through its domina- 
tion of the bureaucracy, to regulate its 
own opposition. 

But the problem for the DPP is more 
serious than the fear of official retribu- 
tion on genus з ea The main 
reason the new party lacks support is its 
failure to provide the public with a clear 
paure of what it stands for. Veteran 
egislator Kang Ning-hsiang said: “Now 
that we have established a party, our 
greatest need is to offer a positive and 
constructive alternative, rather than 
being content with always attacking the 
KMT.” DPP leaders have been too 
preoccupied with divisive internal strug- 
gles to decide what the party's essential 
programme is, let alone translate it into 
effective action. 

The next six to 12 months may be 
critical in determining the DPP's pros- 
pects, with several issues looming that 
could split the party. Registration under 
the new parties law is one. Another is 
the National Security Bill — which is to 
replace martial law — that the KMT- 
dominated legislature will pass before 
its current term ends. 


Opinion is badly divided over how f 


far the DPP should go in o: ing this 
bill, which some party leaders describe 
as martial law in another guise. An at- 
net by some party workers to alter 
the DPP’s organisational rules in order 
to tighten party discipline could push 
existing disagreements closer to the 
breaking point. 

Over the past three months, new op- 
position groupings have been springing 
up like mushrooms to fill the leadership 
vacuum. These groups include the 19 
May Green Movement Headquarters, 
which is trying to force the immmediate 
lifting of martial law through confronta- 
tion tactics and street protests; the 28 
February Peace Day Committee, which 
led a campaign earlier this year to com- 
memorate the 1947 uprising by native 
Taiwanese against KMT rule, and the 
Judicial Reform Committee. 

The emergence of these groups indi- 
cates the difficulties many opposition ac- 
tivists have in submitting to centralised 
leadership. In effect, they were revert- 
ing to the pre-DPP situation in which a 
disparate coalition of anti-KMT forces 
— then known as the tangwai — 
coalesced and broke apart according to 
the needs of the moment. 

While paying lip service to general 
directives, these groups carried out 
their own agendas. The 19 May Head- 
quasters group — led by Chen Shui- 


pien, a fiery orator and lawyer who was 
released in February from a short jail 
term for libel, and opposition magazine 
publisher Cheng Nan-zong — seemed 
intent on establishing itself as a rival 
power centre within the opposition. The 
Headquarters group announced plans 
on 20 April to set up local offices around 
the island, even before the DPP had es- 
tablished its own branch structure. 


Auer symptom of the DPP's in- 
ternal confusion is that the organi- 
sational structure, even at the top, re- 
mains little more than an empty shell. 
When the DPP was established seven 
months ago, it lay down a structure al- 
most identical to that of the KMT, 
which was itself built along Marxist- 
Leninist lines durin Chinese 
nationalist Sun Yat-sen’s flirtation with 
the Soviet Union in the 1920s. Last 
November, the first all-party congress 
chose a 3l-member central executive 
committee to serve two years, which in 
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Chu: zest for confrontation. 


turn elected an ll-member central 
standing committee and chairman, who 
serve one-year terms. 

The dominant sentiment among 
DPP activists is to avoid the concentra- 
tion of power that has characterised the 
KMT, which has been led by Chiang or 
his father, Chiang Kai-shek, for more 
than 60 years. The writers of the DPP's 
party charter egt gave the chair- 
man little power. So the surprise elec- 
tion of former legislator and human- 
rights lawyer Chiang Peng-chien to the 

st had little significance, but reflected 

is acceptability to the main factions. 

"Our ideal is complete democracy, 
so we wanted to make sure no individual 
could grab control of the party," said 
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Hong Chi-chang, a member of the 
DPP's charter drafting committee, who 
is a national assemblyman. 

With no individual wielding croua 
influence to unify the opposition under 
his leadership, the balance of power is 
based on an uneasy — and very likely 
temporary — alliance between two con- 
flicting factions. Their roughly equal 
strength is clearly reflected in the com- 
position of both the executive and 
standing committees. 

On the standing committee, which 
meets weekly, the 49-year-old Kang 
leads a group of five who, depending on 
the issue at hand, can usually be 
counted on to support his relatively 
moderate approach and preference for 
the parliamentary road to political 
power. They include legislator Fei Hsi- 
ping, an elderly mainlander who broke 
with the KMT 25 years ago, and provin- — 
cial assemblymen Su Chen-chang, You 
Hsi-kun and Chou Tsang-yuan. 

The goal of these men is a system 
that would probably differ lit- _ 
tle from the status quo, €x- 
cept for the u fact that 
power would be alloted strict- 
ly according to the wishes of 
the Taiwan electorate, rather 
than the KMT’s pretense that 
it also represents the people 
on the Chinese mainland. 

Ranged against the Kang _ 

group is the New Movement 

action, a younger group — 

most are in their 30s — that 

includes Chiu Yi-jen, Wu, 

Hong and Chiang. Chiu, Wu 

and Hong came out of the old 

Writers and Editors Associa- 

tion, a pre-DPP group of ac- 

tivists who started out work- 

ing in the opposition press a 

few years ago. On a tactical 

level, they favour street dem- 

onstrations and other types of 

mass action as a way to force 

concessions out of the КМТ. 

"No dictatorship has ever 

given up its power through peaceful 

elections alone; we need to mobilise a 

countervailing social force that can 

force the government to yield," Wu 
said. 

On an ideological level, most believe 
the DPP should ally itself with the work- 
ing class and other underprivileged sec- 
tors of society, rather than accepting an 
identity as the voice of the native 
Taiwanese middle class. Although in- 
fluenced by leftist ideas, their politics 
are reformist, not revolutionary. 

Most New Movement members dis- 
miss Kang and his allies as careerist of- 
fice-seekers who do little more than 
prettify the existing power structure — 
"the KMT's flower vases," in the words 
of 19 May Headquarters leader Cheng. 
Both factions support the ultimate goal 
of an independent Taiwan. 

The remaining three members of the 
central standing committee, legislator 





You Ching, newly released political pri- 
soner Yao Chia-wen and Taipei city 
councillor Hsieh Chang-ting, play a crit- 
ical link role between the factions. Yao, 
in particular, has attracted a great deal 
of attention since his release from 
prison in January. 

Formerly a human-rights lawyer, he 
was a leading member of the Formosa 
Magazine group in the late 1970s that es- 
tablished the first island-wide opposi- 
tion grouping. He and seven other op- 
position leaders were convicted by a 
military court on sedition charges stem- 
ming from the 1979 Kaohsiung Incident, 
in which violence broke out at a human- 
rights rally in the southern port city. 
Yao is regarded by many in the DPP as 
having a strong chance to succeed 
Chiang as party chairman at the all- 
party congress expected to be held 
in autumn. 


spa manifestation of the Kang- 
New Movement split is the uneasy 
relationship between DPP party head- 
quarters and the DPP's 13-member 
caucus in the legislature. Party workers 
are growing resentful of the wide media 
attention opposition legislators have 
been getting since the February opening 
of the current term. Grand theatre has 
resulted from confrontations between 
DPP legislators and KMT officials over 
the National Security Bill, the creden- 
tials of KMT legislators with dual na- 
tionality and a variety of other issues. 

Newly elected DPP legislator Chu 
Kao-cheng, 32, who returned to Taiwan 
in 1985 after completing a doctorate in 
philosophy at a West German university, 

as achieved particular notoriety with 
his zest for confrontation. He has en- 
gaged in shoving matches and ex- 
changed curses in several dialects with a 
few KMT backbenchers who, despite 
their advanced years, have also shown 
themselves to be enthusiastic brawlers. 

Histrionics aside, the DPP caucus' 
main effort has been directed against 
the National Security Bill. Kang, Chu 
and You have led the attack against 
the draft legislation for setting hazy 
political criteria for what type of 
public assemblies and associations 
would be permitted, as well as provi- 
sions that would prevent civilians previ- 
ously convicted of martial-law offences 
from appealing their cases. 

One reaction to DPP legislators’ 
prominence was the 19 May Headquar- 
ters group’s abortive attempt — which 
was strongly supported by the New 
Movement faction in the DPP —to hold 
a march on the presidential palace on 19 
April to protest against martial law. 
Cheng and Chen hoped to reclaim 
the initiative by challenging both the 
KMT and the DPP parliamentary fac- 
tion. They were forced to риро the 
rally at the last moment but are now 
роо with plans to hold it on 24 

ay, if martial law has not been lifted by 
then. п 


Oppositionists scramble 


for DPP leadership 


Each time opposition 
leaders visit the US, 
they return clutching 
autographed photos 
of themselves shaking 
hands with leading 
American political 
figures, preferably 
such longtime Capitol Hill critics of 
KMT human-rights policies as Sen. Ed- 
ward Kennedy and Congressman 
Stephen Solarz, or State Department 
officials. 

Such talismans of approval from the 
American big brother undoubtedly 
have some value in reminding the 
Taiwan Government that the US is 
watching how it handles its dissidents. 
Just as important, they can be used to 
show the faithful that the bearer is im- 
portant enough to be received by fa- 
mous American politicians. Generally a 
published collection of speeches or es- 
says will be quickly forthcoming, with 
the photos displayed prominently in the 
front of the book. 

All of this reflects not only the strong 
impact US political attitudes have on 
Taiwan politics, but also how opposi- 
tion politicians here hope to turn 
American support into political capital. 
The past several months have seen a 
parade of DPP leaders making pilgrim- 
ages to Washington, because the con- 
test for overall leadership of the DPP is 
on. 

It is a sweepstakes in which none will 
admit publicly to being a contender, let 
alone a front-runner, in order to avoid 
arousing his rivals or their supporters. 
The list of possibilities is a long one, for 
no single individual has the proper com- 
bination of leadership ability and broad- 
based support. So fractionised is the 
Opposition that the prospects for any 
one to really move away from the pack 
in the near future seem dim. And none 
of them is known outside Taiwan, ex- 
cept among a small number of foreign- 
affairs specialists and overseas Taiwan- 
ese communities. 

The active contenders include: Yao 
Chia-wen, 49, a Kaohsiung Incident 
leader who earlier this year was released 
after seven years in prison, and a DPP 
central standing committee member; 
Kang Ning-hsiang, 49, a legislator; You 
Ching, 45, also a legislator; Hsieh 
Chang-ting, 41, a lawyer and Taipei city 
councillor, and Chen Shui-pien, 36, 
also a lawyer and a former Taipei city 
councilman. 

Other possibilities include Lin Yi- 
hsiung, 47, another Kaohsiung Incident 
figure who was released from prison last 
year and now lives in the US, and Chang 
Chun-hung, 49, who is still in prison on 
sedition charges arising from the same 
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case, but rumoured to be due for release 
soon. 

The 1979 Kaohsiung Incident was a 
seminal event in the history of Taiwan’s 
opposition. It set in train a series of 
events that continue to influence politi- 
cal developments today. On the one 
hand, the government managed to cut 
the head off the opposition tangwai 
grouping in a single stroke by locking up 
most of its leadership. 

On the other hand, it cleared the 
way for a new generation of leaders 
to come to the fore. Some were spouses 
or lawyers of the Kaohsiung defen- 
dants: legislator Hsu Jung-shu, Chang's 
wife; National Assemblywoman Chou 
Ching-yu, who is Yao's wife; DPP 


chairman Chiang Peng-chien, and 
legislator You, who were defence law- 
yers. 

Others were those who now form 
the New Movement faction of the DPP. 
They were campaign aides in the 1977 
elections and the 1978 campaign, 
which was suspended for two years by 
the government when the US announc- 
ed the establishment of diplomatic ties 
with China just days before the vote. 
Later, many went to work in the op- 
position magazines which began spring- 
те ир in large numbers in the early 
1 $ 


Ez of the main contenders for in- 
fluence and power bring contrasting 
strengths — and weaknesses — to the 
contest. Within the DPP, Yao wields 
considerable moral authority based on 
the sacrifices he made during earlier 
struggles against the KMT. 

Yao helped publish the Taiwan Poli- 
tical Review, together with Chang, 
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which only produced four issues before 
it was shut down by the authorities, but 
helped mobilise a whole generation of 
reviously uninvolved intellectuals. 
pont the second half of the 1970s, he 
earned a reputation as both an able poli- 
tical theorist and administrator. 

Just as crucial for his current pros- 
pects, Yao was safely in prison during a 
period that saw the sharpening of the 
personal and ideological contradictions 
among other oppositionists, particu- 
larly between Kang and the New Move- 
ment activists. As a result, he could be 
best suited to bridge the gap between 
the opposing factions. DPP sources say 
Yao is the most likely choice for the next 
chairman, when the party congress is 
held in the autumn. 

Kang’s strong points are experience 
and an ability to appeal to a broad audi- 
ence. In 1969, he was elected a Taipei 
city councilman from his native Wanhua 
district, where he still lives in a house 


sitting on the same spot where he was 
born, and then went on to the Legisla- 
tive Yuan in 1972, 1975 and 1980. 

Kang’s willingness to compromise 
with the KMT in certain areas, con- 
demned by many in the DPP, makes 
him more attractive to Taiwan’s third 
force — intellectuals, urban profession- 
als and other members of the middle 
class who actively support neither the 
KMT nor the DPP but hope the opposi- 
tion will force the government to ii sand 
more quickly. 

However, it seems unlikely Kang 
will ever be able to take the leading po- 
sition in the DPP. The enmity New 
Movement activists harbour towards 
him is probably stronger now than in 
1983, when he lost his campaign for re- 
election to the legislature because of the 
“criticise Kang” campaign they pro- 
moted in the opposition press. 

You's influence within the DPP ap- 
pears to be on the rise. During both his 
unsuccessful run for the post of Taipei 





county chief in 1985 and his successful 
campaign for the legislature last year, 
he dired strong support from New 
Movement activists, who helped 
mobilise voters and do propaganda 
work. 

Although his links with them have 
weakened in recent months, he has 
perhaps gained a wider audience by 
playing an active role in Legislative 

uan interpellation sessions, when exe- 
cutive branch officials must answer 
legislators’ questions. You studied at 
West Germany's Heidelberg Universit 
where he earned а law degree, whic 
also helps boost his credibility among 
better-educated sections of the popula- 
tion. 


E sieh is a talented orator whose big- 
gest problem now is to find a suit- 
able stage on which to exercise his ta- 
lents. Perhaps the biggest surprise of the 
elections last year came when Hsieh lost 
his bid for a seat in the legislature. Most 
analysts ascribed the defeat to a large 
sympathy vote for another (successful) 
DPP candidate, Wu Shu-chen, the 
wheel-chair bound wife of Chen, 
who was then serving an eight-month 
jail term on a libel conviction. 

As the centre of political gravity has 
shifted towards the legislature in recent 
months, Hsieh has sought to end his re- 
lative isolation by drawing closer to the 
New Movement faction in intra-party 
struggles. Thus, their support enabled 
him to become the head of the DPP's 
new social movement department, es- 
tablished at the end of April as a first at- 


!| tempt to bring the work of social or- 


ganising back into the party, after out- 


side groups' attempts to supercede the 
DPP 


Chen is widely considered to have 
more than enough personal ambition to 
become the DPP's leading figure, but 
his individualistic style has left im with- 
out a strong base in either of the main 
factions. This situation changed some- 
what in recent weeks as he and Chen 
Nan-zong took the leading role in the 1 
May Green Movement Headquarters 
campaign to promote the march on the 
presidential palace. 

But DPP sources say the relationship 
appears more à DOM marriage of 
convenience. Had Chen not been jailed 
for libel last year, he would likely have 
won the seat in the legislature held by 
his wife. For now, he calls himself the 
"shadow legislator" and writes all of 
Wu's speeches and interpellations. 

Should any of these people be the 
DPP's supreme leader? Or does the 
opposition even need a strongman? 
These questions will have to be 
answered in the next two or three years. 
But it may be that the near impossibility 
of any individual garnering support 
from all quove centres in the opposi- 
tion, under existing conditions, is the 
best indication that a split is inevitable. 

— Carl Goldstein 
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An independent Taiwan 
is not on the cards 


When 
magazine 
and activist Cheng 
Nan-zong told a 
crowd attending an 18 
oh rally in a Taipei 
school yard that he 
supported the idea of 
an independent Taiwan, the crowd of 
several thousand applauded enthusias- 
tically. But otherwise there was little 
drama to what may have been the first 
time a prominent oppositionist had pub- 
licly espoused Taiwan independence, 
and little attention paid to the fact that 
Cheng was courting arrest by saying it 
publicly. 

The KMT, for whom the idea of an 
independent Taiwan is anathema, could 
take little comfort from the fact that 
Cheng is distrusted by many in the op- 
ов — especially those who have 

en on the receiving end of attacks in 
his magazine, Freedom Era Weekly — 
or that the crowd was made up of DPP 
partisans. Considering how much alarm 
the notion of Taiwan independence stirs 
up in official circles in Taipei, Peking 
and Washington, it is remarkable how 
little controversy the question arouses 
in Taiwan, whether in opposition circles 
or the wider population. 

This is not to say that everybody sup- 
ports independence, even among the 
85% native Taiwanese majority. But 
many observers believe that given a free 
choice — a purely hypothetical notion 
— and despite the daunting interna- 
tional and domestic constraints; a size- 
able majority of Taiwan’s 19.5 million 
people would support the idea. 

ertainly most DPP leaders believe 
this is so, Cheng’s speech at the rally — 
and his intention to begin writing openly 
about the subject іп his magazine — sig- 
nalled a more aggressive approach to- 
wards a question that has up to now 


opposition 
publisher 





been treated with the utmost delicacy. 

Wu Nai-jen, a DPP central standing 
committee member and leading 
member of the more hardline New 
Movement faction, said: “For the DPP, 
the importance of Taiwan indepen- 
dence as an issue is that its broad popu- 
larity transcends class differences and 
gives us a chance to overcome our lack 
of a clear class base." 

Some oppositionists will privately 
acknowledge that the KMT's reform 
programme has diluted the appeal of 
their traditional rallying cries, espe- 
cially the impending suspension of mar- 
tial law and the legalisation of opposi- 
tion parties. Thus, a more overt appeal 
to independence sentiment is seen as an 
effective way to distinguish the DPP 

rogramme from that of the most reform- 
ist elements in the ruling party. 

Many of the New Movement ac- 
tivists also believe the time is ripe be- 
cause the KMT's desire to promote its 
new moderate image would mitigate 
against a strong crackdown. And even if 
there are arrests, the resulting bad pub- 
licity would be helpful in arousing pub- 
lic support for these "political martyrs" 
and their causes. 


TR approach remains a controver- 
sial one within the DPP, and not all 
are prepared to deal so openly with the 
independence issue. Kang Ning-hsiang 
and several other DPP parliamentarians 
maintain that Taiwan's ultimate status 
cannot be decided until after the crea- 
tion of a truly democratic system that 
could accurately reflect the people's 
wishes. But there is little doubt in most 
minds as to what this free choice would 


In the DPP's party charter, passed by 
acclamation at its first convention last 
November, a key phrase states that “the 
future of Taiwan should be determined 





by all the residents of Taiwan." This 
self-determination plank was seized 
upon by government officials and KMT 
candidates in the December elections as 
hard evidence of the DPP's secessionist 
intentions. 

However, it proved a weak argu- 
ment on election day. DPP candidates 
gained the most votes in district after 
district around the island. Analysts 
thought one reason the opposition did 
better than expected was the KMT's in- 
correct assumption that accusing the 
DPP of supporting independence would 
scare voters away. 

This leaves the government in a di- 
lemma. There is little chance that a 
KMT government would renounce its 
claim to the Chinese mainland, at least 
in the foreseeable future, since this 
would undermine its claim to legiti- 
macy. At the same time, public opinion 
is becoming more important to the 
new-style KMT that is gradually evolv- 
ing. 

Younger officials in both the party 
and government may find themselves 
pushed towards embracing more openly 
the de facto independence Taiwan has 
enjoyed for almost 40 years, especially 
as the older generation with its long 
memories of the civil war on the main- 
land dies off. Already, ruling party 
legislators are publicly criticising the 

overnment for its obsession with the al- 
eged communist threat, saying the 
main result of such an attitude is a pas- 
sive international posture that damages 
Taiwan's interests. 

“In the long run, the only way we can 
compete with the opposition — whether 
it is the DPP or somebody else — is by 
emphasising our accomplishments here 
in Taiwan," said an academic with close 
ties to the ruling party. *A return to the 
mainland someday is just pie-in-the-sky 
thinking, which can only fool our- 
selves," he said. Such Taiwan-centred 
thinking could conceivably wean the 
government from the insistence that its 
final goal is a reunified China. 

Peking has watched the rise of the 
DPP with nervous fascination. It 
pleases Chinese officials to take the line 
that the rise of democracy in Taiwan will 
give fuller voice to the common yearn- 
ing for reunification on both sides of the 
Taiwan Strait. Periodic blunt warnings 
by top Chinese officials that an indepen- 
dent Taiwan would never be accepted 
reflect a fear that this presumed yearn- 
ing might flag. 

Chinese leader Deng Xiaoping, 
among other top officials in Peking, has 
said a proclamation of independence by 
Taiwan was one of three conditions 
under which it might be necessary to re- 
solve the situation by force. The other 
two were a military alliance between the 
Soviet Union and Taiwan, and the out- 
break of serious internal disturbances 
on the island. 

Alternating with this hard line have 
come tentative attempts to establish 
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contact with the DPP. When the opposi- 
tion ap sent a delegation in February 
to the US and Japan to seek support in 
litical and pem e circles there, Pe- 
ing's ambassador to Washington made 
an informal invitation through a 
Chinese-American academic for Kang 
and others to meet him for an "ex- 
change of views." 

Earlier, Chinese National People's 
Congress chairman Peng Zhen said in 
Peking on the birthday of Sun Yat-sen 
on 12 November that his government 
wished to enter into dialogue with all 
"patriotic groups" in Taiwan. Most 
_ analysts thought this overture was di- 
rected at the DPP, which Peking had 
obliquely attacked only weeks earlier 
for promoting independence against the 
wishes of the people of Taiwan. 








































Ес Washington, the growth of pro- 
independence sentiment in Taiwan 
also poses hard choices. Fundamental 
US policy is based on an acceptance of 
Peking's — and Taipei's — claim that 
_ there is only one China, while promot- 
_ ing a peaceful resolution of the reunifi- 
.| cation blem that would be accept- 
able to both sides. 
At the same time, successive admin- 
_istrations in Washington have applied 
quiet pressure on the KMT to allow 
greater democracy. Now, as this is hap- 
pening, there is increasing evidence that 
the free expression of the people's will 
PP not be considered advantageous 
to US interests. Clearly, the preference 
in Washington is for a continuation of 
the status quo. A bid for independence, 
it is feared, would cause instability and 
pns war in a part of the world where 
_ | the US has important strategic and eco- 
| nomic interests. 
= The major difficulty many private or 
m i vni of an independent 
aiwan have is devising realistic 
Scenarios by which it could happen, 
given the unlikelihood of diplomatic 
support from Washington or Tokyo and 
the dangers of a military attack or block- 
ade by Pekin ; 

A possibility ри forward by one op- 
positionist was that if China’s recovery 
of Hongkong in 1997 resulted in econo- 
mic or political disaster for the territory, 
despite Peking’s promises, then perhaps 
the international community would 
look more kindly upon Taiwan’s deter- 
mination to remain free of the main- 
land. An academic suggested that if 
Taiwan did proclaim independence, in- 
ternational recognition might follow 
over time, if only the island could sur- 
vive the initial period of pressure and 
isolation. 

A question that virtually no one has 
raised is what kind of independent 
Taiwan is envisioned. In part this is be- 
cause the prospect seems so remote that 
most proponents of the idea are concen- 
trating on the process of getting there, 
rather than on what to do once it is 
achieved. — Carl Goldstein 
























SOUTH KOREA 


Reorganising the opposition 


Kim Young Sam abandons conciliatory tone with government 







By John McBeth in Seoul 


qua of cheering supporters 
hailed the election of veteran faction 
leader Kim Young Sam to the presi- 
dency of the new Reunification Demo- 
cratic Party (RDP) on 1 May as political 
infighting, and a measure of govern- 
ment harassment, forced a restructur- 
ing of opposition ranks — and dissident 
leader Kim Dae Jung entered his fourth 
week under his latest term of house ar- 
rest. 

Calling on President Chun Doo 
Hwan to reverse his decision to post- 
pone the year-long debate on constitu- 
tional revision (REVIEW, 23 Apr.), Kim 
told the party's inaugural convention he 
was convinced there was still room for 
the sort of candid dialogue 
that would pave the way for 
democratisation. But the 
same tone of conciliation 
was missing from the rest of 
his acceptance speech, 
copies of which were distri- 
buted well before he was 
even elected. 

Deploring Kim Dae 
Jung's continued deten- 
tion, the party leader de- 
clared: “In this place 
today, instead of merely 
congratulating ourselves 
on the founding of our new 

arty, we should anticipate 
urther suffering апа 
hardship and resolve to 
continue our Struggle in 
firmness of conviction.” 
And in remarks which infuriated the 
ruling Democratic Justice Party (DJP), 
Kim compared the presidential election 
under the current constitution to that in 
North Korea and likened next year's 
1988 Olympic Games to the Berlin 
Olympics held under Nazi rule. 

The RDP leader's hardline approach 
has dealt a severe blow to the DJP's 
hopes that he would eventually come 
round to its way of thinking and bring 
about the sort of consensus that Chun 
says is necessary. During a private 
gathering recently, a government minis- 
ter said he no longer thought Kim Young 
Sam was any more moderate than Kim 
Dae Jung. 

The RDP was formed after the two 
Kims broke away from the main opposi- 
tion New Korea Democratic Party 
(NKDP) in early April, claiming that a 
number of members were wavering 
over the bitterly fought issue of what 
form of government should be adopted 
after Chun steps down in February 
1988. Initially, 74 of the NKDP’s 90 law- 
makers followed in the footsteps of the 





Kims, but by 1 May that number had 
been whittled down to 66 as some politi- 
cians elected to remain independent 
and presumably out of the firing line. 

the day before the convention, 
NKDP president Lee Min Woo an- 
nounced that the People’s Democratic 
Party (PDP) would be merging with the 
remnants of his party to form a 26-seat 
bloc in the national assembly, six more 
than is required to form a floor negotia- 
tion group. The 12 PDP legislators split 
from the NKDP in early 1986 over what 
they said was the dictatorial behaviour 
of the two Kims. 

Lee sent a congratulatory ribbon and 
a large wreath of flowers to the RDP 
convention site, but angry 
officials flung them to the 
ground and roughed up the 

rson who brought them. 

arty sources suspect op- 
ition rivals and the rul- 
ing DJP of hiring gangs of 
hoodlums to disrupt RDP 
chapter meetings across 
the country over the past 
fortnight. They also say 
they were turned away 
from at least 10 prospective 
convention sites. 

P sources say they 
fear the government is em- 
barking on a campaign of 
harassment, with a number 
of lawmakers either under 
indictment or facing inves- 
tigation for a variety of in- 
fractions which could deprive them of 
their seats in the national assembly. 
Kim Dae Jung сарое Park Chan 
Jong, who is appealing his conviction 
for inciting a 1985 student demonstra- 
tion, has already reconciled himself to 
that fate. “I will be found guilty,” he 
told the REVIEW. 

With the opposition still regrouping, 
Christian groups who served in the van- 

uard of the democratisation movement 
in the 1970s have re-emerged in recent 
days to fill the vacuum. Catholic priests 
at the mid-city Myongdong Cathedral 
have been engaged in a hunger strike in 
protest at Chun’s decision to postpone 
the constitutional debate, and on the 
day of the RDP convention riot police 
clashed with demonstrators outside the 
Korean National Council of Churches 
where activists staged a sit-in. 

Further evidence of a higher Christ- 
ian profile appeared to be a recent 
meeting between Kim Young Sam and 
Roman Catholic Cardinal Stephen 
Souhwan Kim, who has also publicly 
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criticised Chun’s decision. 








of personal computers 
new feature built in: 





The future of personal com- 
puting also looks much better 
than the past: sharp, clear images 
and text that resemble photo- 
graphs and printed pages. With 
a palette of colours in over 
250,000 shades at your finger- 
tips, you can create impressive 
charts, graphs and presentation 


programs and data to and from 
the new Personal System/2. 
We're also building software 
for the future. Available later 
this year is an advanced new 


materials that ordinary personal 








Model 80-111 
Model 80-071 


computers can't approach. 
Model 80-041 











CL LLL Model 60-071 


Model 60-041 


The future will demand 
greater performance, so we built 
that in, too. Our top model uses 
an advanced 32-bit processor 
and is one of the fastest personal 
computers ever created. 
Combine this speed with up to 
16Mb of user memory and up to 
230Mb of storage and you have 
performance that approaches 
a minicomputer. 


Even though we built in the 
future, we haven't forgotten that 
you may already have a signifi- 
cant investment in personal 





A rainbow of colours 
in over 250,000 shades. 


computers. The new Personal 
System/2 will run virtually all 
of the software written for the 
original IBM PC family. The 
diskettes, however, are different. 
The Personal System/2 uses 

a handy compact diskette that 
holds twice as much data. So 
IBM offers inexpensive con- 
verters to help you transfer your 





The Quietwriter: a perfect partner. 
operating system that will form 
the basis for easier and more 
powerful applications, but still 
run your existing software. The 
IBM Operating System/2 will let 
programs access more memory 
and will let vou run several 
programs at the same time, so 
you can work rather than wait. 

Your IBM dealer can show 
you the new computers, new 
displays, new printers, new soft- 
ware and the new possibilities 
that will shape your personal 
computing future. 





A NEW BEGINNING FOR 
A TIMELESS BEAUTY 


Once a year, the peach blossom 
reveals to the world her ever-fresh 
beauty. The Hilton International Taipei 
also defies the test of time. Totally 
dedicated to quality, the hotel 
continues to grow. 

This year, the Taipei Hilton 
International is pleased to announce 
the opening of its Executive Floors and 
а new cabaret with international 
entertainment. Though other 
developments are forthcoming, some 
things never change . .. our warm and 
friendly service which no one can take 
away. 


For reservations, call your travel 
agent, any Hilton International hotel 
or Hilton Reservation Service 


” HILTON INTERNATIONAL 
TAIPEI 







































You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind 


CHINA TRADE REPORT 
Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China 














Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China 


Small investment... 
Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 








Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Review, Ltd., 
G. P. O. Box 160 
Hong Kong 
Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT 
| enclose a cheque/money order of —" — 
made out to the Far Eastern Economic 
Review. Or, please charge my credit card 
(tick one) 
American Express Diners Club O 
MasterCard [ Visa 
(Please print in block letters) 


Card No 
Exp. Date 








Signature 





Name 
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Annual subscription rates: HK$2,310 US$300 
Sent airmail anywhere in the world. 
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German Airlines 


THE PRECISE PASSAGE OF TIME IS MEASURED IN 


THE STRENGTH OF SAPPHIRE AND STEEL BY DUNHILL. 





Everything that carries the Dunhill name has to be the best of its kind. It has to have a 
lasting beauty and be both useful and dependable. To this end the skills of the finest craftsmen are 
used to work the most precious metals or supple leathers. Dunhill has become a hallmark not 
just of inherent British values but of quality the world over. 
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The Dunhill Watch. The sapphire glass is second only to diamond in hardness and 
‘ the meticulous enamelling ensures the clarity of the classic face. It has a Swiss movement for supreme 
63 accuracy and the case of satin steel ensures that the watch is not only elegant but extremely durable. 


In short, this watch will continue to give a precise measure of the passage of time 
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Cory’s candidates сап 


Aquino supporters appear set to win control of new senate 


By James Clad in Manila 


ensions have increased in the run-up 

to national elections on 11 May for 
224 members of a new Philippine legis- 
lature. But despite accelerating election 
violence, candidates endorsed by Presi- 
dent Corazon Aquino seem set to win a 
convincing majority of 24 senate seats, 
even though their showing in the simul- 
taneous contest for 200 lower-house 
seats may be less impressive. 

As the country entered the final 
week of congressional campaigning, 
talk centred as much on election casual- 
ties as on victors. Feuding between can- 
didates had come close to overtaking 
the continuing communist insurgency as 
the biggest cause of political violence in 
the country, some observers suggested. 
Various local reports put the number of 
election-related deaths at 50-60. 

However, most government and 
media observers consider the toll to be 
tolerable, as measured against the his- 
torical standard set in past elections 
here. They explain the violence as re- 
— from local feuds among promi- 
nent families on different sides of the 
political fence and gave assurance that 
these endemic vendettas will not affect 
too much the chances for a fair and effi- 
cient count by the Commission on Elec- 
tions (Comelec) and by the independent 
election watchdog group, the National 
Citizens Movement for Free Elections 
(Namfrel). 

Despite this, increased election vio- 
lence has embarrassed the government. 
Provincial governors, city mayors and 
even some congressional candidates 
have narrowly escaped roadside am- 
bushes. On 4 May, all the senatorial 
candidates of the Left-leaning Partido 
ng Bayan (PnB) summoned the press to 
claim 19 deaths alone among its election 


workers. Two days earlier in Cavite, a 
town near Manila, the headless bodies 
of three campaign workers of another 
party were found. 

Apart from the violence, govern- 
ment election strategists have become 
worried about two other trends. First, 
several lower-house districts have wit- 
nessed a bitter falling out among candi- 
dates, all of whom had felt best qualified 
to win endorsement from Aquino's Na- 
tion's Strength political coalition. In 
such Manila electorates as Las Pinas- 
Muntinpula or Paranaque, the contests 
have become particularly intense. 

In Paranaque, for example, two can- 
didates for the lower house claim the 

overnment’s direct endorsement. 
eir 15 opponents include self-de- 
scribed members of the PDP-Laban 
party, run by Aquino's brother, Jose 
Cojuangco; the Unido party, run by 
Vice-President Salvador Laurel; a Lib- 
eral Party (LP) faction controlled by 
Nation's Strength senatorial candidate 
Jovito Salonga, and the National Union 
for Christian Democracy, controlled by 
Nation's Strength senatorial candidate 
Raul Manglapus. All these parties back 
Aquino. 





TO opposition candidates also want 
the Paranaque seat, one from an- 
other LP faction and another from the 
Nacionalista Party. Five “independent” 
candidates confuse the picture — and 
the voters — still more. 

Election races such as those in 
Paranaque and about 24 similar con- 
stituencies promise plenty of election- 
day tricks and possible abuses. Am- 
biguity over just who is *Cory's choice" 
hangs over many races. Even more 
doubt surrounds the question of which 


candidates are “the government's" and 
which are the “opposition’s.” In some 
laces, such as in the southern Luzon 
icol area, the Aquino administration 
has backed candidates opposed to Bicol 
strongman Luis Villafuerte, a minister 

in Aquino's first cabinet during 1986. 
A plethora of candidates chasing a 


single lower-house seat is by no means | 


unusual. Nor is the senate race much 
tidier: not all 84 senatorial candidates fit 
into the Nation's Strength slate (24 can- 
didates), or in lists fielded by the PnB 
(seven), by the Grand Alliance for 
Democracy (24) or by the Kilusong 
Bagong Lipunan (KBL) party of former 
president Ferdinand Marcos (17). 

The second trend which causes gov- 
ernment concern is more localised but 
more threatening to the conduct of the 
election itself. Negotiations with the 
Moro National Liberation Front 
(MNLF) separatist group have been 
processing since February (REVIEW, 12 

ar.), but are overshadowed by a 9 
May cut-off point at which time an 
MNLF-government ceasefire agree- 
ment will expire unless extended by 
mutual consent. 

The government has not accepted 
MNLF chairman Nur Misuari's idea to 
create, without plebiscite approval, 
a 13-province autonomous region 
(REVIEW, 7 May). And the MNLF has 
rejected a counter-offer of a plebiscite 
on the issue to be put before all 23 
southern provinces Misuari claims as 
falling within a Moro homeland. 

In anticipation of trouble, the gov- 
ernment on 27 April issued an order 
placing various predominantly Muslim _ 
districts in Lanao del Sur, Lanao del 
Norte and Maguindanao provinces 
under Comelec's temporary administra- | 
tive control. The move puts the Armed - 
Forces of the Philippines at the disposal 
of Comelec to ensure an orderly poll. 

A few days later, districts in Mis- 
uari's heartland — the provinces of 
Basilan, Tawi Tawi and Sulu — also 
came under Comelec jurisdiction. If the 


MNLF chooses to make polling difficult — | 


in parts of the Mindanao region, а low 
turn-out there could harm the govern- 
ment's standing vis-à-vis the rebels. 

Counting of the 11 May votes may 
take two weeks, with the final tally de- 
layed even further. Namfrel will issue its 
own quick-count within 24 hours of the 
closing of the country's 86,505 polling 
stations. Some Manila-based social-sur- 
vey firms conducted various polls dur- 
ing March and April — most results, 
based on nationwide samplings of be- 
tween 2,500 and 3,000 people, show a 
strengthening of support behind the 
Aquino senate slate. 

Some predictions put the Nation's 
Strength/opposition senate tally at 
19 to 5, or even 20 to 4. The surveys 
show little chance for KBL or PnB can- 
didates in winning senate seats, though 
their showing in some lower-house 
races may prove satisfactory. 
























. By Salamat Ali in New Delhi 





$ Zail Singh and Prime Minister Rajiv 
Gandhi has widened. There is ap- 
prehension that the president abs 9 
precipitate a constitutional crisis and 
even dismiss the Gandhi government. 
| Most opposition parties have voiced 
- publicly their objections to the presi- 
dent taking the extreme step. 

The crisis is rooted in the differences 














D 





| 













_ Singh's presidential term ending in July, 
| Gandhi would have preferred to let the 
| controversy wither away. 
| Вш Singh appeared determined 
| either to secure à second term — the 

| се is elected by the MPs and state 
| legislators — or go out with a bang in 
| July. At the end of April, Singh wrote to 
| Gandhi demanding information on 
arms purchases from Sweden and West 
| Germany, which in recent weeks have 

created a stir in parliament over alleged 
_ kickbacks to Indian agents. 
— Singh is believed to have asked to 
| peruse the files containing exchanges 
| between New Delhi and the Indian em- 
| Баѕѕіеѕ in Stockholm and Bonn, in addi- 
tion to the reports of the technical trials 









































E By Husain Haqqani in Islamabad 


e akistan has requested the US to sup- 
ply the airborne warning and con- 
_ trol system (Awacs) aircraft on lease be- 
. cause of increasing air raids from 
. Soviet-occupied Afghanistan. The 
| terms of the lease are yet to be 
| negotiated but these could include man- 
| ning of the sophisticated aircraft by 
| American personnel. 
1 Islamabad's request for Awacs has 
.| been under discussion for almost two 
years. Since last year, the Reagan ad- 
ministration has recognised Р. n's 
. need for the system, and support in the 
US Congress has also built up following 
increased air raids along the Afghan 
border. There have been 350 Afghan air 
raids inside Pakistani territory during 
the last three and a half months, result- 
ing in 200 deaths. 
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Heading for a collision 


The president could cause a constitutional crisis 





of the Swedish weapons. The cabinet 
appears to be of the view that the presi- 
dent need not be given any technical de- 
tails beyond whatever information has 
been given to the parliament so far. 

The president's demand, however, 
provoked Gandhi to lash out at him in 
public. Speaking at a May Day rally in 
the south Indian city of Salem, Gandhi 
said that his government was being de- 
stabilised through unfounded doubts 
about its integrity. He charged un- 
named quarters ef дей. to stage a 
coup against elected representatives of 
the people, undermine national defence 
and malign the armed forces. Earlier, 


Pakistan’s US-made F16 fighter air- 
craft have been on alert since the begin- 
ning of the year with instructions to 
shoot down intruding military aircraft. 
As Pakistani airbases are not close to 
the Afghan border, the intruding bomb- 
ers can turn around after completing 
their cross-border missions before being 
intercepted by the Pakistan Air Force 
(PAF). The PAF has shot down three 
Afghan aircraft this year for a loss of 
one of its fighters. Pakistan maintains 
that an Awacs capability would enhance 
its defence against Afghan air raids as it 
would increase the lead time for PAF 
jets to scramble into action. 

Officials say that Pakistan has not 
yet made a choice on the type of Awacs 
— the E2C Hawkeye or the more 
sophisticated E3A Sentry — nor is it 
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the ruling Congress party had also 
charged that foreign powers were trying 
to destabilise India. 

Implicity serving notice on Singh to 
lay off, Gandhi said: “The constitution 
has functioned without any problem for 
37 years, but suddenly individuals have 
sought to give new interpretations for 
pee or individual gains.” He said 

is government was answerable to the 
people and the parliament, and to no 
one else. The constitution, the prime 
minister went on, made everyone who 
held any elected office, however high, 
answerable to the parliament. This is 
widely interpreted as a veiled ultimatum 
to Singh to stop pressurising the cabinet 
or else face impeachment by the parlia- 
ment where the Congress has an over- 
whelming majority. 

Drawing attention to the dangers in- 
herent in the current situation, Gandhi 
mentioned Pakistan's experience where 
several presidents subverted the con- 
stitution and made politics. a game of 
musical chairs until the politicians were 
discredited. He said: “We have seen 
other countries being destroyed, demo- 
cracies crumbling and the military com- 
ing to power when constitutions were 
wrongly interpreted in some countries 
very close to us. We will not allow that 
to happen in India. . ." 


S ingh's aides have told reporters that 
at no stage did the president think of 
any unconstitutional course, such as re- 
moving the prime minister who com- 
mands the biggest parliamentary sup- 
port since independence. Singh's letter 
demanding details of defence deals sent 
two days after Defence Minister K. C. 
Pant briefed him on the subject, was 
explained away by these aides as 
perfectly normal. This should not be 
construed as a bid either to embar- 





known where the money would come 
from if an outright purchase is to be 
made. The Sentry system costs around 
US$300 million each, while the Haw- 
keye costs an estimated US$200 million. 
As Pakistan wants at least three of 
either systems, their cost would exceed 
the US$290 million US mtd assist- 
e 


ance available to it annually under a six- 

year aid package. 

Е уеп if financing could be arranged 
immediately, istan would have 


to wait two to three years for delivery 
of the Awacs-equipped aircraft. Factors 
of cost as well as delay in delivery 
have prompted Islamabad to consider 
leasing instead of outright purchase. In 
a letter to President Reagan, Prime 
Minister Mohammed Khan Junejo re- 
quested a revision of US laws restrict- 
ing the leasing arrangements. Junejo 
emphasised Pakistan’s urgent need for 
the oe - — =i ^ — 
ties it t face an Af- 
ghan pos e with Soviets if its 
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one, they argued. 

However, these denials sound hol- 
low as Singh is, widely reported to 
have quietly sought legal opinion. in- 
cluding that of the: Indian Supreme 
Court, on his constitutional powers. 
_ | Singh has also met leaders from several 
|| opposition: parties, notably the Com- 

munist Party of India and the Com- 
1 munist Party of India-Marxist (CPI-M). 
Leaks to the local press had it that 

these: meetings were. meant to. solicit 
upport for a: second presidential term 
for Singh. - 






















joint statement, the two 
parties declared: "The view 
ome constitutional experts that the 
sident has the inherent right to dis- 
iss the ministry апа the Lok Sabha 
T [the lower house of parliament], would 
.| mean in effect advising the president to 
<} Organise a coup against the republican 
^F constitution,” 

But the CPI-M also declared sepa- 
rately- that while it would oppose 
cabinet’s dismissal, it would support 
the ruling party only on three specific 
conditions: First, it-must name the i im- 








described such a presidential action as 
“too dangerous a proposition for the fu- 
ture of democracy and the country.” 

авап from all the political furore, 
the legal issue involved in the differ- 
ences between Gandhi and Singh hinges 
on whether every constitutional step 
taken by the president must be at the be- 
hest of the cabinet or whether any inde- 
pendent initiative is vested in the presi- 
dency. 

If Singh wants to assert his indepen- 
dence, he could dismiss Gandhi, ap- 
point another Congress leader to form 
the government. If his appointee does 
not get majority support, Singh could 
dissolve the legislature itself. Alterna- 
tively. he could send a message to the 
parliament asking it to discuss his grie- 
vances. Yet another option would be to 
ask the Supreme Court to adjudicate 
the matter. 

Singh's response to Gandhi's attack 
in the Salam speech has been rather 
enigmatic. On 2 May, Singh declared in 
Bombay that he will protect the con- 
stitution fearlessly and in a non-partisan 
spirit. On the following day, at a New 














репа” countries behind 
“the destabilisation move.: 
“Secondly, it should reverse 
its: foreign economic-rela--- 
tions. policy as symbolised 
by the continuing courting 
of the = multinationals. 
Thirdly, it must carry out 
genuine:land reforms. 

o Other opposition parties 
joined the clamour. The 
Janata Party ‘said: “Опе 
shudders to: think ofthe. 
consequences: if- the presi- 
|. dent took the extreme step 
which the Janata Party never 
advocated." The leaders of 



























the Bharatiya Janata Party Gandhi: provoked. 
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not. be misinterpreted and 
that he was not trying 
to interpret the constitution 
Зв "a particular way." 
Later. the same. evening. 
the President's Office is- 
sued a press release 
strongly disclaiming the in- | 
tention to dismiss Gandhi. 
However. the release did 
not touch upon the basic 
issue of what Singh be- 
-lieves to be his con- 
| stitutional prerogative — 
the dismissal of a prime 
minister. п 
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defences were not immediately bolster- 
ед. ` 
The US Foreign Assistance Act of 

1981 allows leasing of US military 
equipinent only if there is a presidential 
determination that there are “compel- 
ling foreign policy and national security 
reasons" to do so and. if the US armed 
forces can spare the equipment without 
endangering their own readiness. Pakis- 
tan would have to bear all costs for leas- 
ing including reimbursement for depre- 
ciation and losses. If US crews аге to 
man the leased aircraft, the US. War 
Powers:Act would also come into play 
as American military personuel will be 
deployed in an area of hostilities di- 
rectly involving the Soviet Union. 
| According to Pakistani officials the 

presence of US crews under Pakistani 
operational control would not amount 
fo the grant of bases to the US and 
would һе wholly с with 

akistan's non-aligned $ 

'akistan will in 








against the introduction of US-manned 


| pends on the US commitment to. Pakis- 
tan "в Security 


Е 


the US agrees to lease them. The pre- 
sence of American military men is likely 
to infuriate India, which has opposed 
the engagement of outside powers in 
South Asia. Junejo and President Zia- 
ul Haq are also unlikely to risk an- 
tagonising sections of domestic public 
opinion which might react strongly 





Awacs. САР 

Officials in Islamabad are optimistic 
about their leasing request though they 
anticipate some opposition in the UŠ 
Congress. US preoccupation with Af- 
ghanistan dominated recent congres- | 
sional hearings on the US$4.02 billion 
six-year aid package to Pakistan, and a 
majority of American legislators are ap- 
parently willing to set aside concerns | 
over Pakistan’s nuclear programme, 
domestic policies and drug enforce- 
ment. US decision-makers recognise 
Pakistan's key role in supporting the 
Afghan resistance. which in turn, de- 
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B response to a marked improvement 
in Soviet-North Korean military rela- 


| tions during the past two years, many 


_ conservative analysts seem prepared to 


| assume that the worst possible outcome 


— a dominant Soviet role in North 
. Korea — verges on the inevitable. This 


—] is a serious miscalculation. There is, as 





у 


| ing a decisive shift 





| p nothing inherent in Moscow's wil- 

lingness to supply more advanced 
weaponry to North Korea or Pyong- 
yang's guarded readiness to provide in- 
creased Soviet strategic access to North 


| Korean territory that should make in- 


evitable an analytical Se visualis- 
y Pyongyang in 
favour of Moscow. 
Neither the US nor South Korea 
- should overreact, or react prematurely, 
to current Soviet-North Korean military 
ties. While it is clear that Pyongyang's 
pendulum has once more swung to- 


| wards the Soviet Union and away from 


China, there is little to suggest that this 
latest swing is any more permanent or 
decisive than previous moves of this 
sort. To understand why assumptions 
about North Korean-Soviet ties must be 
made prudently, one needs to consider 
Soviet and North Korean goals, and 
how they differ. 

Many armchair strategists seem 

. preoccupied with the superficial lessons 

suggested by a glance at the тар of 
Northeast Asia. One of the givens of US 
and allied strategy is that the Soviet 
Pacific Fleet, which has grown omin- 
ously in the past decade, is trapped in 
relatively unfavourable sites along the 
northern Japan Sea. 

Some argue that the Soviet ability to 
disperse that fleet along North Korea’s 
east coast would be a great asset. Such a 
move would be somewhat advantage- 
ous to Moscow, but it would not be deci- 
sive because its fleet would remain con- 
strained by the natural barrier formed 
by the Japanese islands. The US and its 
allies could choke off Soviet ability to 
come and go from such locations. More- 
over, involving North Korea more dis- 
creetly in Soviet strategy would provide 
added incentives for the US, Japan and 
South Korea to cooperate with each 
other — something neither Moscow nor 
Pyongyang is anxious for. 

Other armchair strategists look at 
the other side of the Korean peninsula 
and speculate on the major gains ac- 
cruing to Moscow if it obtained regu- 
lar access to Yellow Sea ports for its 
fleet and routine air-transit rights. Such 
speculation seems logical, but it dis- 
counts several crucial counter argu- 
ments. 


THE H COLUMN 
Keeping North Korea 
out of Soviet hands 








Foremost is the reality of the Korean 
west coast's extreme tides which daily 
leave vessels beached. Furthermore, 
the shallow Yellow Sea makes it less 
than ideal for many purposes. And even 
if those were not sufficient disadvan- 
tages, Soviet reliance on Yellow Sea 
ports or air transit rights also would be 
constrained by a "choke point" between 
South Korea and China's Shandong 
peninsula. Routine Soviet use of the 
west coast of North Korea would consti- 
tute a tremendous incentive for the US 
(and South Korea) to cooperate with 
China to block such a Soviet strategy. 





Moscow and Pyongyang seem even less 
anxious to provoke that response. 

This is not to suggest that Moscow 
cannot entertain strategic goals vis-à-vis 
North Korea. The sorts of access and 
improved military relations it has 
achieved are useful in keeping the US 
off-balance and making China, Japan 
and South Korea a bit anxious. If that 
anxiety is cultivated skilfully, it can sup- 
р the innovative regional initiatives 

oviet leader Mikhail Gorbachov has 
been pushing since his July 1986 Vla- 
divostok speech. A moderate expansion 
of such access could enhance the Soviet 
Union's ability to engage in limited gun- 
boat diplomacy and intimidation in the 
region, a military stick to accompany — 
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and reinforce — Gorbachov's carrot. 

However, short of a major reorienta- 
tion in the regional strategic balance 
that would compel Moscow to become 
more belligerent, there is no need to as- 
sume a larger and more aggressive 
Soviet agenda. US military officers 
point out that the US and its allies must 
prepare to cope with an adversary's 
capabilities, not his uncertain inten- 
tions. 

That point is well taken, but the US 
cannot prepare to cope with all poten- 
tial threats simultaneously — some 
"prioritising" must be done. This re- 
quires Washington to evaluate Mos- 
cow's intentions and how realistic they 
may be. This is crucial in the North Ko- 
rean context because there is no sign 
that Pyongyang is ready to become a 
stage for the Soviet Union to act out an 
aggressive role. 

If Moscow, knowing the strength of 
the US-South Korean alliance, is not 
likely to pursue an overtly aggressive 
military posture via its ties with North 
Korea, what are its intentions? One 
clearly is political. Moscow is trying to 
pur es the post-Kim Il Sung era in 
North Korea by playing up to the 
Pyongyang leadership's well-nourished 
political ego. The key to this is Mos- 
cow's ability to offer Pyongyang some- 
thing it sorely needs: weapons and more 
reliable support than North Korea is ac- 
customed to. Past Soviet-North Korean 
relations were regularly strained by 
Moscow's transparent reluctance to 
provide the often erratic Kim regime 
with the arms to assault South Korea. 


hat is different now? Three factors 
stand out, all of which may help to 
explain Moscow's intentions. Moscow al- 
most certainly is offering such weapons 
as a means to exert influence over the 
nascent succession process in Pyong- 
yang. No one can be sure how that pro- 
cess will play itself out, but Moscow ap- 
pears to be doing its best to build politi- 
cal capital and cultivate pro-Soviet ele- 
ments in North Korean ruling circles in 
hopes that these will induce a political 
outcome favourable to Soviet interests. 
Secondly, it is possible that Mos- 
cow's offer of weapons that Pyongyang 
long had unsuccessfully sought may 
have an ulterior political motive. If we 
assume that Moscow does not desire re- 
newed conflict in Korea any more than 
Washington, Seoul, Peking or Tokyo 
(this remains the prevailing US assump- 
tion), forging stronger. Soviet-North 
Korean ties may be a way of exerting a 
calming, restraining influence over a 
North Korean leadership that. has 
reason to be a bit desperate about the 
gap that has emerged between the stag- 
nating North and the dynamic South. 
Thirdly — and explicitly linked to 
the Gorbachov campaign to ingratfgte 


BR po 
^ 


the Soviet Union into the growth- 
oriented Pacific Rim network — it is en- 
tirely possible that Moscow is offering 
North Korea weapons because that is 
what the Soviet Union has and North 
Korea needs. With the political caveats 
just noted, this may be an example of 
Gorbachovian supply and demand at 
work in unusual circumstances. 

Moscow is anxious to offer its re- 
sources and markets to other Asian 
states because those are what they can 
use and the exchange will benefit the 
Soviet Union. In the light of Pyong- 
yang’s paranoia about self-reliance, it 
should not surprise us that Moscow 
might try to dole out to North Koreans 
the one thing they are ready to admit 
they need from abroad: advanced 
weapons to compensate for those avail- 
able to South Korea. 

To underscore that this view of 
Soviet-North Korean ties is not Pol- 
lyannaish, one also needs to evaluate 
the relationship from a North 
Korean perspective. There is 
no evidence that North Korea 
wants to become a client state 
of the Soviet Union, depen- 
dent on it for weapons, trade 
or international political sup- 
port. 
Quite the contrary, one of the 
purposes of its longstanding 
juche (self-reliance) policy has 
been to stress Pyongyang’s inde- 


обома from its major backers. 
is, of course, has rankled Mos- 
cow because it knew that juche 


was a gross exaggeration. This, in 
the past, led to frequent strains in 
bilateral ties. - Despite (һе 
weapons North Korea has re- 
ceived from the Soviets recently, 
Pyongyang still stresses the need 
to be self-reliant in weaponry via 
domestic arms production, and in 
most categories of weapons it is 
self-reliant. 

Also underlining North Korea’s in- 
dependence was Pyongyang’s vigorous 
criticism of the “Brezhnev doctrine.” 
North Korea clearly is not enthusiastic 
about the Soviet Union’s Afghanistan 
policy and saw that episode as an object 
lesson to be learned when a country lets 
itself deteriorate to the point where it 
has to “invite” Moscow to come to its 
rescue. In a region closer to home, 
North Korea has viewed the Soviet pre- 
sence in Vietnam with decided am- 
biguity. Although Pyongyang enjoys the 
problems the Soviet bases at Cam Ranh 
cause for US strategy, it clearly looks at 
the Soviet Union’s evident influence 
over Vietnam with unease. 

Pyongyang and Hanoi are far from 
being close. Because of Hanoi's identifi- 
cation with the Warsaw Pact Comecon 
states, North Koreans seriously ques- 
tion that ultimate independence of the 
Vietnamese. There is no evidence that 
Pyongyang wants to be either “Viet- 
ngmised” or “Finlandised” by granting 


Moscow significant control over its 
strategic destiny. Pyongyang knows 
Moscow would constrain North Korea's 
desires to unify Korea on its own terms, 
and such restraints remain intolerable. 

That reluctance to be “Vietnamised” 
extends to economics. Since both the 
North Korean and Vietnamese econ- 
omies bear heavy defence burdens, 
Pyongyang wants to avoid falling into 
the trap Hanoi has entered, namely re- 
lying on external supports to reduce 
those burdens. 

Similarly, Pyongyang is well aware 
of the very different economic status 
and prospects of the Soviet Union ver- 
sus China and has no reason to link 
North Korea’s economic fate over- 
whelmingly to a less dynamic non-Asian 


superpower, 


Alo apprehensive about any 
basic structural reforms because of 
their potential domestic political conse- 


quences, Pyongyang now sees both 
communist giants moving in separate 
reformist directions. So far, all signs in- 
dicate that North Korea will open up 
somewhat by following the Chinese 
example of outreach to the West rather 


€ There is no evidence that 
North Korea wants to become 
a client state of the Soviet 
Union, dependent on it for 
weapons, trade or 
international political sup- 


port. 


than the Soviet Union's example. Gor- 
bachov's Vladivostok speech, in which 
he acknowledged Soviet desires also 
to participate in Asian economic 
dynamism, appears to have reinforced 
Pyongyang's desires to get into that 
overall process but s Дра charted 
by China, not the Soviet Union. 


The reason for this proclivity is sim- 
ple: North Korea cannot offer potential 
trade partners what the Soviet Union 
can, but it can offer (on a much smaller 


scale) what China does. Furthermore, | 


North Korea has less reason to fear | 
domination by China and emulation of a 
Chinese model is a very traditional be- 
havioural response by Koreans. 

So, instead of writing off North | 
Korea as -permanently under Soviet | 
domination and prepared to be a tool of 
Soviet expansionism, the West should 
recognise the factors that still divide | 
those two allies and try to manipulate | 
North Korea by addressing its separate 
needs and goals. With U 
Korean support, both China and Japan 
could play major roles in drawing North 
Korea towards East Asian economic 
dynamism and, perhaps, driving a | 
wedge between the Soviet Union and | 
North Korea. 

If we overreact to developments in 

»  Soviet-North Korean relations 

that-some see as ominous, we run 
the risk of transforming Korean | 
issues into superpower issues — | 
which flies in the face of long- | 
term trends and is not in US, Ja- 
panese or South Korean inter- 
ests. 

We should not play into 
Soviet hands by дошу, in ways | 
that would further polarise re- 
gional affairs linked to Korea; re- 
duce North Korea's non-Soviet 
alternatives in its relations with 
China, Japan, Western Europe, 
the US and South Korea, and | 
help drive North Korea into 
Soviet hands. Doing so would | 
make North Korea what it is not 


— namely a Soviet client state. In | - 


short, we should not assume the © 
Soviet Union has already won 
and forfeit the contest over North 
Korea's fate before we enter it 

and do things that will encourage 
the pendulum to swing back again. | 
This does not mean that the US, 


South Korea and Japan should not pre- | 


pare to cope more assertively with truly 
close Soviet-North Korean military ties, | 
but even as we prepare for that possibil- 
ity we should, simultaneously, try to 
pre-empt it by using skilful diplomacy. In 
that regard, desirable US-Japan-South 
Korean security cooperation should 
focus on the Soviet threat and not be 
carried out in ways that gratuitously 
exacerbate North Korean paranoia. 
Furthermore, such cooperation will 
be more saleable to all allies’ domestic 


litical constituencies if the Soviet | 


nion remains the prime focus, set 
apart from North Korea. As this is 


being done), we can — of course — - 


remain hopeful that the domestic re- 
forms and more innovative Asia policy 
being pursued by Gorbachov will re- 
duce the need for the US and its allies 
to face new strategic challenges in 
Asia. п 
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AUSTRALIA 


Collapse of stout parties 


Liberal and National parties split after 40 years 


By Jacqueline Rees in Canberra 


ith less than 12 months to the next 

Australian federal election, the re- 
cent severing of a 40-year-old coalition 
of conservative parties foreshadows a 
tough and bitter year in national poli- 
tics. 

Maverick Queensland Premier Sir 
Joh Bjelke-Petersen and Queensland 
National Party boss Sir Robert Sparkes 
engineered the final formal break be- 
tween the opposition Liberal and Na- 
tional parties in a blatant campaign to 
usurp federal power for the Queensland 
Nationals or at least ensure that their 


_ extreme rightwing policies have a major 


impact on the federal political agenda. 

The culmination of months of 
аро between the Queensland Na- 
tionals and their southern counterparts 
and years of bitter open fighting be- 
tween the Queensland Nationals and 
the Liberals began in February with 
what Liberal leader John Howard called 
the “thuggery” of Bjelke-Petersen and 
Sparkes. The Queensland leaders in ef- 
fect threatened the 11 Queensland Na- 
tional members of the federal parlia- 
ment with the loss of party endorsement 
for the next election if they did not walk 
out of the coalition in Canberra. 

Despite attempts by Howard and 
federal National leader Ian Sinclair to 
devise a compromise that would main- 
tain the coalition in the absence of the 
Queenslanders, Sinclair could not hold 
his party together in the face of the 
Queensland walkout. Howard recom- 
mended to his shadow cabinet that the 
Liberals no longer accommodate the 
unrelenting pressure and “shifting 
whims” of the Queensland branch of the 
National Party and that the conserva- 
tive alliance which had ruled Australia 
for 30 of the past 40 years be ended. 


an ° 





The immediate benefit of the bitter- 
ness and turmoil within the opposition 
pr for the governing Labor Party 

as been to distract the electorate's at- 
tention from the still critical state of the 
economy. Opinion polls for April show 
the opposition parties, especially the 
Nationals, steadily losing ground to 
Labor. Australian Prime Minister Bob 
Hawke and his Labor ministers have 
been handed a golden opportunity to 
exploit the divisiveness of the opposi- 
tion to present Labor as the party of 
good management and stability in dif- 
ficult times. 

Bjelke-Petersen, though a state 
premier, plans to lead the Nationals into 
the next federal election and to take a 
federal seat at that election. He and 
Sparkes plan to stand candidates in 
every federal seat. Even though they 
are allegedly backed by a A$15 million 
(US$10.5 million) campaign fund, find- 
ing those candidates will be a huge task, 
as will be finding their support staff. The 
Nationals have no nationwide network. 


Mr. unless the opposition 
parties can develop a very tight 
strategy, which seems impossible at the 
moment, Labor may well benefit from 
the division of conservative resources. 
Of the 128 seats in the House of Repre- 
sentatives, Labor now holds 82, the Lib- 
erals 45 and the Nationals 21. Not only 
are the Nationals given little chance of 
securing the 65 seats they need to gov- 
ern in their own right, but there is no 
guarantee that Liberal and National 
voters will give each other their prefer- 
ences, particularly if Labor tacticians 
skilfully exploit their differences. 

A feature of the last state election in 
Queensland, where the Liberals are in- 


tensely bitter towards Bjelke-Petersen, 
was a drift of Liberal preferences to 
Labor, averaging 28% , but in some in- 
dividual seats going as high as 40%. Na- 
tionally, this could give Labor the edge 
in some vulnerable Liberal seats. 

The Liberals themselves are divided 
at a federal level and, despite his brave 
rebuff of the Queensland Nationals’ 
standover tactics, Howard has a precari- 
ous hold on the Liberal leadership. Lib- 
erals outside the parliamentary party 
still look to business leader and party 
treasurer John Elliott to take over Lib- 
eral leadership. Within the parliamen- 
tary party, former Liberal opposition 
leader Andrew Peacock still has 
prioris awaiting his comeback. 

wo sackings, a resignation and the 
break with the Nationals have allowed 
Howard to reshape his front bench in his 
own image in recent weeks. Then 
shadow foreign minister Peacock was 
sacked following the taping and publica- 
tion of the contents of a telephone call in 
which he was critical of Howard. Oppo- 
sition communications spokesman lan 
Macphee was dropped for his stance on 
a range of issues, and shadow health 
minister Peter Baume resigned because 
of Howard's hard line against the gov- 
ernment's Equal Opportunity Bill, 
which would extend certain rights to 
women and other specific groups in the 
community. About seven Liberals are 
said to be ready to defy Howard and 
cross the floor in the vote on the Equal 
Opportunity Bill. 

Howard's stand on the bill reflects 
the social conservatism that now marks 
his shadow cabinet, which is also a total- 
ly "dry" line-up on economic policy. 
Howard has sought to put his own stamp 
on his front bench, breaking from the 
style of former Liberal prime minister 

alcolm Fraser, who sought to balance 
the varying strands of liberalism, and 
from his own assertion earlier this year 
that “only the Liberal Party represents a 
sufficiently broad cross-section of the 
Australian community." To leave a 
significant section of his party unrepre- 
sented on his front bench is another 
gamble for Howard: he risks having cer- 
tain Liberals go to Labor. 

As he moves further to the Right to 
compete with Bjelke-Petersen for the 
hardline conservative vote, Howard 
may find his efforts to give the elector- 
ate a distinct alternative to Hawke and 
Bjelke-Petersen increasingly difficult. 
Hawke has already stolen Howard's ini- 
tiatives on several issues, such as 
privatisation and honing in on dole 
cheats. Bjelke-Petersen threatens to 
steal his thunder on breaking union 
power and deregulation of the labour 
market. Howard faces the prospect of 
being left with little through which to 
promote himself as champion of the 
conservatives. M 

But Bjelke-Petersen may not find 
that role easy to fill either. His nos- 
trums have not yet swayed Australians 



































year by the 
О censland Nationals to extend their 
influence into the neighbouring North- 
ern Territory was à failure, and their 
:candidates made no impact on the terri- 


| tory's election. 


4. “Joh for PM" bumper stickers distri- 
‘buted at some expense through the 

| southern states were so ridiculed that 
| even leading National Party figures re- 
rained from using them for fear of van- 

m. Polls asking whether Howard or 
Petersen would be а preferred 
п 60% in favour of Howard to 
Bjelke-Petersen — and Ho- 
sonal rating is equally poor 





| gon has faltered at a personal 
larity level, the Queensland Nationals 
"are pressing on ruthlessly with two is- 
sues which are of major concern to Aus- 
tralians, taxation and union power. The 
Queenslanders have employed former 
federal Treasury head and Labor arch- 





policy involving a 25% single-rate tax, 
and they are seeking confrontation with 
the large Queensland coal industry 
unions through proposed draconian 


legislation which would outlaw strikes | 


in export industries. 

Southern Nationals are at variance 
with the Queenslanders over aspects of 
the proposed taxation policy, as are 
some Liberals, and civil libertarians 


within the Liberal Party are deeply dis- E 
turbed at the severity of the anti-strike | 


legislation. While Australians are des- 
perate for taxation reform and equally 
anxious for improved industrial rela- 
tions; the Queensland proposals prom- 
ise to give the Hawke government more 


| ground for exposing the deep divisions 


within the conservative parties. 


In fact, the present-feuding within | 


the conservative parties clearly reveals 
how the traditional roles of the Austra- 
Нап political parties have been re- 
versed. Historically, Labor has been the 
party of ideological turmoil, passion, in- 


fighting and reform, and the conserva- * 


tives the pragmatic rulers with au- 
thoritative leaders. 

One reason why Bjelke-Petersen has 
been able to make an impact on Austra- 
lian federal politics recently has been 
the leadership vacuum within the con- 
servative parties and the searching 
within those parties for a more clearly 
defined ideological base. Labor on the 
other hand, though still highly fac- 
tionalised, has come to terms with 
Hawke's “pragmatism,” albeit at the ex- 
pense of party ideology. 

'The tactics for the coming months in 
Australian federal politics promise to be 
tough and indicate that Australia will 
enter the next decade with a federal po- 
litical dandscape markedly different to 

known over 










enemy John Stone to prepare a taxation | 








hile the Bjelke-Petersen bandwa- | | 
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THAILAND 


Council of confusion 


Rally for ‘peaceful revolution’ mars army chief's image 


By Paisal Sricharatchanya in Bangkok 
M onths after army commander Gen. 
Chaovalit Yongchaiyut started 
talking about creating a better society 
through drastic political and economic 
changes, his controversial plan for a 


“peaceful revolution" has taken on a 


bizarre twist. An unprecedented mass 
gathering here by a self-proclaimed Na- 


_| tional Revolutionary Council (NRC) on 
28-29 April openly voiced support for 


Chaovalit's concept. But suspicious cir- 
cumstances surrounding the congrega- 


_ tion and its organisers ended up doing 
| him more harm than good. 


The rhetoric of the council's — 


| spokesmen — particularly their attac 

| on elected MPs and their call for a 

| democratic revolution, through the 
- ereation of “mass sovereignty" for the 


ople — was virtually a copy of what 
aovalit has been propagating recent- 
ly. Amid a barrage of criticism from 


| various quarters in the meeting's after- 


math — focusing on the NRC organis- 
ers' alleged association with leftist ele- 
ments, and their distinctly socialist po- 
licy — the army boss' image has suf- 
fered, and the next step of his political 


- game-plan is under a cloud of uncer- 


tainty. 

Widely believed to have a hand be- 
hind the NRC are two relatively little- 
known gone the Democratic Labour 
Party of ex-communist leader Prasert 
Subsunthorn Democratic 


and the 


| Soldiers, a small core of military 

| ideologues in the Internal Security Op- 

| eration Command (Isoc) which attract- 
ed national attention during the Youn 

_ Turks’ abortive coup attempt in Apri 


1981 but was understood to have for- 


_ mally disbanded two years later. 


Prasert, who defected from the out- 
lawed Communist Party of Thailand 
(CPT) nearly three decades ago after re- 
nouncing its Maoist style of a rural- 
based armed uprising and later served 


- as adviser to Isoc, is said to have 
Strongly influenced the Democratic 
. Soldiers’ 


thinking. Together, they 
reportedly played a role behind the 


_ formulation of the well-known prime 


ministerial order No. 66/23 which 
stresses political, rather than military, 


. means to suppress communism. 


Both groups are known to have been 
associated with Chaovalit in the past — 
though the army commander publicly 
denied any involvement in NRC one 
day before the meeting was convened. 

While the meeting might have receiv- 
ed the acquiescence of some senior indi- 
viduals, critical comments by other top 
army officers ruled out the possibility 
that it got any formal endorsement from 


the military establishment. Days before 
the meeting, assistant army commander 
Gen. Pichit Kullavanich charged that 
the movement was designed to destroy 
the army's image. And while the rally 
was in progress, deputy army chief-of- 
staff Lieut-Gen. Suchinda Kraprayoon 
stated that any active officers found to 
be involved would be dismissed. 
Watched оу scores of journalists and 
Special Branch police detectives, about 
2,000 people claiming to represent vari- 
ous professions from all parts of Thai- 
land ratified the formation of NRC at a 
non-violent rally in a large Bangkok 
hotel on the first day. As 
the venue shifted to a 
smaller hotel on the second 
day to hear the views from 
various professional groups, 
the number of participants 
dwindled by about half. 
Whoever the NRC's 
real backers are — neither 
Prasert nor any of the 
known Democratic Sol- 
diers was present at the 
two-day meeting — they 
had miscalculated the ex- 
tent of adverse repercus- 
sions. Although organising 
sources told the REVIEW 
the groundwork to prepare 
for the meeting dated back 
for months, the timing of 
the meeting was conspicu- 
ously obvious as it came so 
soon after the defeat of a 
panned no-confidence de- 
ate against the govern- 
ment (REVIEW, 7 May). 
Perhaps more importantly, none of 
the key organisers commands any real 
credibility. Comprising several former 
politicians who had failed in previous 
elections — the little-known organising- 
committee chairman, Thavorn Kha- 
yotha, is said to have served briefly as a 
northeastern MP in the late 1950s but 
failed to get elected again since — their 
criticism of the elected House of Repre- 
sentatives bordered on a case of sour 


grapes. 


TE political rhetoric aside, groups 
of elderly upcountry folks among 
the participants who, not knowing what 
à "peaceful revolution" was all about, 
claimed to be there to "listen," gave the 
overall atmosphere an almost comical 
touch. The organisers claimed they had 
invited Prasit Enea a one-time 
House speaker and current chairman of 
the Bangkok Bank's board of directors, 
to become NRC chairman. This 





prompted the bank to issue a formal de- 
nial, куш he neither received ап invi- 
tation nor had any intention to associate 
with the movement. 

The organisers’ appeal to the people 
to turn to the NRC as an alternative to 
the elected assembly — and their ex- 
pressed intention to set up a 44-member 
executive committee, or the same size 
as the ruling cabinet, which can take 
over administration of the country in 
the event of the government's failure — 
have prompted a police investigation 
into the movement's overall legality. 
The probe would also look into charges 
that some participants were “lured” to 
the meeting for Сауу unpaid) 
financial rewards. 

Informed analysts see the move- 
ment’s six-point manifesto as a virtual 
replica of the Democratic Soldiers’ 
known platform. Given the highly con- 
troversial nature of some of the policies 
— such as a return to peg the baht with 
gold, distribution of the as- 
sets held by banks and 
heavy industries to the peo- 
ple, and state management 
control of private business- 
es — their first public airing 
in six years (since the plat- 
form was copied by the 
Young Turks) inevitably 
put the movement under 
sharp public scrutiny. 

In the final analysis, the 
latest episode has brought to 
the open a long-simmering 
conflict within Isoc. Against 
an array of opinions by poli- 
ticians and labour leaders 
which ranged from scepti- 
cism to outright opposi- 
tion, the most vocal came 
from the Sri Vijaya group, 
a rightwing body compris- 
ing advisers and lecturers 
formerly active in Isoc and 
known to be opposed to the 
lenient communist-suppres- 
sion approach embedded in the 66/23 
policy. Like Prasert, members of the 
group are no longer active Isoc advisers 
today. 

Sources said the ideological conflict 
between the Prasert-Democratic Sol- 
diers alliance and the Sri Vijaya group 
— dubbed by some local newspapers as, 
respectively, the “doves” d. “hawks” 
— dated back to the late 1970s before 
the 66/23 policy was formulated and has 
since quietly continued. The Sri Vijaya 
leaders have declared they would 
mobilise public support to counter the 
NRC — unless the latter stops further 
activity. 

The ensuing confused climate was 
not helped by Chaovalit’s silence. Ques- 
tioned by reporters on 3 May whether 
the NRC's activity was a deliberate ploy 
to tarnish his image, the general replied 
vaguely saying that the public should 
not be too concerned nor engage in ex- 
cessive discussion of the NRC. п 









TOP INSURANCE COVER FOR TOP PEOPLE 


If you travel frequently, you will have 
special insurance needs which simply can- 
not be met by ordinary insurance policies. 

You owe it to yourself and to your 
family to provide adequate financial pro- 
vision in the event of an accident pre- 
venting you from working again, or in the 
event of accidental death, or to cover the 
cost of an emergency operation in hospital. 

The insurance protection you demand 
reflects your standard of living. The policy 
you hold, therefore, has to feature 
exceptionally high value, up to 
US$1,500,000. 

As a Member of the International Air- 
line Passengers Association (IAPA), you 
receive comprehensive insurance coverage 
immediately. All member policies are 
arranged with certain underwriters at 
Lloyd's, London which pay out in addition 
to any other travel insurance you may hold. 

Your IAPA Membership already includes 
US$100,000 of this exceptional insurance. 
It protects you 24 hours a day, 365 days a 
year, no matter how you travel as a ticketed 
and/or fare-paying passenger in a licensed 
common carrier. What's more, you can 
increase this coverage to as much as 
US$1,500,000 and add on other plans to in- 
clude medical expenses, loss or theft of your 
baggage, loss of income, travel delays and 
much more — all at extremely moderate rates. 

Currently, over 100,000 elite IAPA 
Members around the world hold this 
policy, and your policy will be sent to you 
as soon as we receive your application for 
Membership. 





IAPA - SMOOTHING THE PATH OF BUSINESS 
TRAVELLERS ALL OVER THE WORLD. 





AS AN IAPA MEMBER, YOU WILL BE 
AUTOMATICALLY INSURED FOR 
US$100,000 EVERY TIME YOU TRAVEL 
WHICH YOU CAN INCREASE UP TO 
US$1,500,000 


Ten unique reasons to join ІАРА 


[1] You will receive savings of up to 5096 
plus benefits like room-upgrade, extended 
check-out time, and VIP amenities in over 
3,500 fine hotels worldwide, including five- 
star properties and major chains. 

[2] You save between 2096-4096 on car- 
rentals at leading companies like Avis, Hertz, 
National/Europcar/Tilden, and Thrifty. 


[3] We guarantee you will save more than 
the cost of your Membership - or your 
money back! 


Your Membership includes 
US$100,000 Lloyd's of 
London Travel Accident 
Insurance to protect you 
whenever you travel all 
over the world. 


INTERNATION 
Р ASSENGERS 455 


[5] You receive the lowest legal scheduled 
airfares available from the UK, USA, and 
Hong Kong to worldwide destinations. 


[6] Your baggage is automatically protected 
by IAPA's Bag-Guard® system. One call will 
set us on the search for your missing 
luggage immediately. 

Your credit cards, keys, and tickets are 
also protected against theft worldwide, plus 
a handy emergency cash service. 

Your travel needs are taken care of by all 
IAPA service centres in Dallas, London, 
Hong Kong, Singapore, Panama, Rotterdam, 
Portugal and Berlin, and you can enjoy 
private IAPA airport lounges. 


[9] A free travel information service with 
bi-monthly travel magazine FIRST CLASS* 
and newsletter APACE* 


П A special organization to represent your 
interests. Through the International Found- 
ation of Airline Passengers Associations, 
your concerns regarding safety, comfort, 
convenience and economy are relayed to 
the proper authorities. 


CA INTERNATIONAL AIRLINE PASSENGERS 
ASSOCIATION (FAR EAST) LIMITED 
Hong Kong Service Centre, Room 4308, 
China Resources Building, 26 Harbour Road, 
Hong Kong, Tel (5) 8937011 Telex 70898 IAPAL HX 
LONDON · DALLAS - HONG KONG 


ROTTERDAM : PORTUGAL 
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of IAPA benefits and money-saving programs, plus US$100,000 Travel 
Accident (common carrier) Insurance at no extra cost, at the US$85 annual fee 





1 also want to have more insurance protection and have ticked below the 
additional cover І need. (Insurance effective upon acceptance of payment.) 


Basic Additional Total Additional | Please 

Cover Cover Cover Insurance Fee | tick 
US$100,000 | US$1,400,000 | US$1,500000 | US$49500 | | 
US$100000 | US$ 900000 | Us$1,000000 | Us$31500 | | 






US$100,000 
Basic membership Annual Fee US$ 85.00 
Additional Insurance Fee US$ 
Non-Asia/Pacific residents, add US$12 handling fee US$ 
Total annual fee US$ 
| Charge L] American Express О Master Сага О Visa n Diners Club 

О Carte Blanche О Cheque enclosed (make payable to ІАРА) 

| Credit card number 











/ EE a Fee amount US$ 


| YES | want to join IAPA. Please enrol me as a member to enjoy the full range 







Mr/Mrs/Ms 
Date of birth 
Company | 
ОШЫН LL LÁ LL e NM 
Too ———————Q HÀ nac | 
| 


Ноте Г] Office Г] 


Home phone Office phone „m_i 
Beneficiary 
Relationship 
Signature 


Or CI send me more details of IAPA membership 


[777] INTERNATIONAL AIRLINE PASSENGERS 
772 ASSOCIATION (FAR EAST) LIMITED 


PO. Box 20282, Hennessy Road Post Office, Hong Kong 
or Maxwell Road, P.O. Box 194, Singapore 9003 
or PO. Box 113, London SW1V IER, England 
or P.O. Box 660074, Dallas, Texas 75266-0074, USA 


| 
| 
| 
| 
| 
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In 1984, Apple introduced the individuals, universities and companies of 
Macintosh". A computer based on the idea that every shape and size. All around the world. 
people shouldn't have to work the way computers Which of course led to yet another great idea. 


work. Computers should work the way people The Macintosh SE. The next natural step in 
.. work. the Macintosh evolution. 
A, It didn't take long for this idea to catch on. The Macintosh SE combines the same intuitive 
У After all people aren't machines. They know a graphic interface of the Macintosh Plus with many 
- good idea when they see one. of the technological enhancements corporate 


In 1986, the introduction of the Macintosh customers have been asking for. Or adding 
Plus established Macintosh as the new standard themselves. 
in personal computing. And Macintosh techno- Like a second 800K internal drive: 
.. logy found itself being adapted to the needs of Or a built-in 20 megabyte hard disk with 





Far East Regional Head Office — Hong Kong: Apple Computer. International Lid. 852-5-8442400 Far East Distros 
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leads to another. 


a single 800K internal drive. 
But your choices don t stop there. 
The Macintosh SE comes 
with a full megabyte of internal 
memory that can be expanded 
to four megabytes as your 
hunger for power increases. 5i 
Best of all, theres an [p 
expansion slot that lets you 
customise the Macintosh SE to your specific needs. 
So you can add a card for a disk drive that 
lets you work with documents created on an IBM 
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or IBM compatible PC. Or a card that enables your | 
Macintosh SE to communicate through non-Apple ~ 
networks to host mainframes. 
Of course, the Macintosh SE runs all your 
Macintosh programs. Only faster. | 
And по matter which Macintosh SE configura- 
tion you choose, you re guaranteed of one thing. — 
You'll have one very powerful 


computer. 
And, because it's a Macintosh, vi 
you ll never have to become v 


a computer expert to use it. Apple Computer 





The historic Singapore River... || Business 
Travels 


With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
em Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 

5 letterhead and we'll be glad to 
eee still flows around the send you a copy of ty latest 
] N O $ 1986/57 6 City Media 
Hotel New Otan1 sack in 1819, Phase from the INTRAMAR 
Stamford Raffles, the founder of Singapore, landed STUDY independently con- 
at the mouth of the Singapore River. Today, quaint, ducted by International Travel 
old buildings and a bit of the old way of life still — ose Rag A ae 
surround the Hotel New Otani. see how welltravelled we are. 
Being in the midst of the past is only one of the 


great advantages of staying with us. Of course, you'll 





SINGAPORE RIVER TODAY 


also find all the facilities Address your inquiries to.— 
you've come to expect from Elaine Goodwin, 
a New Otani hotel. General Sales Manager 


Far Eastem Economic Review, 
G.P.O. Box 160, 
Hong Kong. 
Q C йе, ха, ЖУГА 





HOTEL NEW OTANI SINGAPORE. eom тоте; 


177A River Valley Road, Singapore 0617. Tel: 3383333. Fax: 3392854, Tix: RS 20299 SINOTA. 
For reservation and information, please contact The New Otani International Sales Office: Vn the United States (800)421-8795 
Toll-Free. California (800)252-0197. Toll-Free, Hawaii (808)923-1555, United Kingdom (01)731-4231, Tix: 8950113 
Japan (03)264-1672, Tix: 24719. Hong Kong $- 298313, Tix: HX 86025 


Hotel New Otani Regional Sales Office: in Kuala Lumpur 5501109/ 5501110, Tlx: MA 38642. Jakarta 674406, Tix: 42628 NPI JKT 
Reservations are also available through Utell International, Int'l Airlines and Travel Agents throughout the world 


Unparalleled influence in 
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Studios, one, two, th ree, and four bedroom residences priced from undertwo hundred thousand tooverfour million dollars. 


Trump Parc Condominiums, 106 Central Park South. By appointment, please. 212 247 7000 
i Sales Office 1435 Avenue of the Americas, New York, N.Y. 10019 U.S.A. Dept. FE103 Telex: 9102406308. 


THE COMPLETE OFFERING TERMS ARE IN AN OFFERING PLAN AVAILABLE FROM SPONSOR. NOT AN OFFERING ТО N.J RESIDENTS OR WHERE PROHIBITED BY LAW. 






The pied-a-terre at 
‘Trump Pare. 


An incomparable blend of comfort 


and corporate wisdom. 


When you weigh the advantages of a corporate 
pied-a-terre at Trump Pare you may well be 
surprised to discover the business wisdom of 
i a choice. You are assured all the services of 
a top luxury hotel, with the added pleasure ota 
staff that knows you and your requirements. 
You are also assured the avoidance of tiring an 
time-consuming check-in lines and the 
surprises and disappointments that otten come 
with overnight stays in a hotel. Best of all, there 
are signiticant financial a vantages to having 
a corporate condominium, particu arly at 
such an impeccable address, and at prices 
starting at under two hundred thousand 
ollars. IM II 
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Business Class of 2001. 





A: Cathay Pacific, we've always been slightly ahead of our time 

We were the first airline in Asia to introduce a real Business Class, the popular Marco Polo 
Business Class. And, in keeping with our prime objective — helping all our passengers arrive in 
better shape, we've pioneered longhaul non-stop flying. For example between Hong Kong and 
London, Hong Kong and Frankfurt and the long Pacific haul to Vancouver. 

But not content to be the first with a Business Class, we're constantly improving it. And 
we're increasing the number of non-stop flights. With more non-stop services to London, Rome and 
Vancouver. 

So when these businessmen of the future take to the skies, they know that now and in the 


year 2001, Cathay Pacific, Hong Kong's airline, will continue to help them arrive in better shape. 





Arrive in better shape—— 


The Swire Group P 
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€ IT was not ahappy visit to Singapore. 
I had travelled there to make an appeal 
to the Singapore authorities against 
their decision not to extend the employ- 
ment pass of the REVIEW’s bureau chief 
Nigel Holloway. Holloway had. been 
based in Singapore for the REVIEW for 
only a year, prior to which he had 
worked there for the London 
Economist. 

The brusque decision — which of 
course amounts to expulsion — was 
made without any proper explanation. 
Given Singapore’s record of dealing 
with both the domestic and the foreign 
press, it might have been better had the 
government come out into the open and 
said simply that it found Hollo- 
way's coverage objectionable (ironi- 
cally that is — as with Moscow — almost 
a journalistic badge of merit, these 
days). 

Or the authorities should have given 
no explanation at all..In fact we learned 
unofficially that, while the government 


disagreed with his coverage, they did 


not formally object to it and that the 


REVIEW had “acted correctly" in print- | 


ing the many, often nit-picking, letters 


which various Singapore ministries had- 


wtitten attempting to refute the points 
in Holloway's reporting they disagreed 
with. 

Apart from that, the only hint at any 
real reason for, Holloway's expulsion 
was made by the Controller of Immigra- 
tion Lim Ek Hong, who said: "Where 
the government may not wish a foreign 
resident to strike roots in Singapore, it 
does not renew his employment pass in- 
definitely." 

.. Naturally, Singapore is under no 
legal obligation either to give visas to 
foreigners or reasons for depriving for- 
eigners of gainful роон бш опе 
always hopes for rationality. 

€ IT would, I presumed, be too much 
to hope that Singapore would act 
humanely. I remembered the many 
examples of ruthlessness, of the obverse 
of pity, shown to those judged to have 
fallen below what seemed at times al- 
most superhuman standards, and the 
pitilessness to those judged to have be- 
trayed a trust. Most recently, I recall- 
ed the suicide of Teh Cheang Wan, the 
national development minister. who 
took his own life as an “honourable 
Chinese gentleman" last December 
while under investigation for corrup- 
tion, just months after Prime Minister 
Lee Kuan Yew had publicly praised him 
in parliament. 

And then there was the harrowing 
story of another old comrade-in-arms, 
Singapore's former president, Devan 
Nair, who had been pilloried for al- 
leged alcoholism because his behaviour 
could have proved embarrassing in the 
eyes of neighbouring countries. No, 
thre woul 











not be much hope in. 








— T 


couching the appeal on humanitarian 
grounds. | 

€ 1 WAS willing to give certain assur- 
ances. If the authorities were worried 
about Holloway's striking roots and 
thus acquiring some direct or vicarious 








"right to involve himself emotionally in 


Singapore's domestic political arena, I 
would sign a guarantee that he would be 


moved on to another post after a further 
' year as our correspondent — and that I 
would move him out within two weeks 


should he take any step in the meantime 
by which he could be said to have 
deepened any roots or publicly demon- 
strated his very real affection for. the 
place. 

But no, the man to whom I had to 

make my appeal and protests, Wong 
Kan Seng, minister of community deve- 
lopment and second minister of foreign 
affairs (who had drafted the Press 
Amendment Act on Lee's orders) was 
not interested in such assurances, even 
in black and white. Nothing I could say 
— and indeed nothing he could say to 
his cabinet colleagues — could alter the 
decision. Holloway must go, for reasons 
unstated. 
@ NOT much hope either of basing any 
dialogue on an expectation of rational- 
ity, highly though the government of 
Singapore prides itself on its intelli- 
gence. First, it must be noted, Singa- 
pore’s defensiveness to the foreign press 
1s largely confined to those media which 
circulate within Singapore itself: several 
correspondents have for years lived, 
worked, married and made homes in 
Singapore, but their writings have not 
resulted in their becoming a factor 
within Singapore itself. 

Last year's Press Amendment Bill, 
enabling the government to gazette any 
publication and reduce its circulation to 
a tiny trickle; was aimed at publica- 
tions which treat Singapore seriously, as 





| example, the Marcos family 





| that a degree of commitment woul 


| nor even a Gorbachovian: glasnost. 0 






















































an important country and a vital 
omy, needing regular, intelligent co 
age. T 
So, we meet another illogi 
though Singapore-based corr 
dents are discouraged from и 
columns of the international or re 
media which circulate locally-for 
cism of Singapore's leadershi 
does not prevent those sam 
asking the same journalists wh 
not turn their guns on corrupt 
bours, and help to end the rul 


pines. What is sauce for the Л 
оозе evidently cannot be sauce fo 
ingapore gander. : 

© NO commitment to Singapore 

well. Unfortunately that does no 
vent the leaders of Singapore fr 
tionally and neurotically compl. 
that journalists or publications “ 
clap their hands with glee if Singa 
should sink beneath the waves" - 
ridiculous claim which seems to i 


fact be welcome. E 
The same leaders can also be caus 
about what they choose to regard: 
lack of intelligence in a publ icatiol 
coverage. It was plainly indicated toc 
of our former correspondents, V. 
Kulkarni, for example, that he was 
longer welcome after we had: publi 
a balanced examination of the p 
of Malays in Singapore. — а К 
which appears even more bala 
tlie retrospective light thrown by : 
recent remarks on the subject mad 
cabinet ministers. > 
But the demand for intellig 
again does not prevent those mini 
asking the same publications to s 
them correspondents who are no п 
than clerks (“Send us ап amanuensi 
whose duties would involve no 
than copying down official press s 
ments and the contents of The $ 
Times (foreign reporters are тош 
ly excluded from press confere 
presumably because ministers d 
wish to be faced by ‘hostile . 
tions). 
€ IT has even been suggested at 
highest level that a publication s 
the REVIEW does not need a corres 
dent in Singapore, but should sen 
high-powered editorial teams for sh 
periods to write occasional progress 
ports (and to vent their bile, as jc 
nalists must, in Singaporean eyes). But 
such “parachute journalism". — the 
short visit, the quick judgment, the : 
ticles written without the sense of 
sponsibility required in a journalist wi 
lives and works in the community he r 
ports on — is one of thé main com 
plaints about the foreign press regular 
made by the Third World. ” 
€ NO, one cannot expect rationali 
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Knowledge and information confer 
| power and Singapore is run by an elite 
| which closely guards its privileged ac- 
| cess to data, under little pressure to be- 
| come less secretive either from within or 
| without. Lee is known to believe that 
the US lost the war in Vietnam, not on 
| the battlefields but on the TV screens 
| back home. Marcos put out the wel- 
| come mat for the world's press — and 
| look where that got him. Examples 

Of governments which are both stable 

A 




















| open are not regarded as rele- 
| vant. 

= Parenthetically, it is curious that 
_ Singapore should have had such terrible 
relations with the press when so many 
former journalists (including Lee him- 
If) were among the founding fathers 
of its independence. Does it take one to 
know one? Surely not. Singapore's 
friends may be exasperated at Lee's 
poor public relations and the self-in- 
flicted wounds on Singapore's reputa- 


tion, but Lee would argue that 


his record speaks for itself and 

that correspondents from 

abroad — the “wiseacres” — 

are interested only in finding 
t 



















Lee understands power and 
seems almost obsessed with the 
idea of demonstrating regu- 
larly that he is willing to 
exercise it ruthlessly and 
without compunction. Unfor- 
tunately, he seems to feel that 
| editors exercise their powers 
| in similar ways, arm-twisting 
experienced, able and honest 
correspondents into writing for 
| a preconceived editorial line 
(hostile to Singapore, of 
_ course) or ordering the mate- 
rial they send to be edited ten- 
dentiously so that the desired 
 negativism is added. If the 
editor doesn't see to it that 
this happens (and all editors 
‘naturally sensationalise and drum up 
disaster stories because their main duty 
is allegedly to push up circulation), 
then the proprietors of a publication 
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© THIS neurosis has lasted for many 
years. At one time in the 1970s the 
REVIEW was solemnly accused at the 

highest level of importing Eurocom- 
munism (whatever that may be) into 
Singapore. The man who made the ac- 

-cusation was apparently ignorant of the 
| fact that the REVIEW was owned by 
large companies with heavy investments 
| in Singapore and indeed by that well- 
_ known pinko rag the London Financial 
| Times (not that the then owners exer- 
cised any editorial control, contrary to 
| what Lee believes; nor do our new own- 

ers, Dow Jones). 
| The Press Amendment Act is specifi- 
| cally сане игә to limit circulation (while 
| not interfering with the flow of informa- 
| tion, naturally) and thus frustrate both 
| circulation-hungry editors and owners 
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equally hungry for advertisement re- 
venues. So much for the Singaporean 
understanding of proprietors — and of 
editors. 

€ IT is of no use to point to the lack of 
realism of such neuroses, of gently re- 
minding officials that the REVIEW is 
aimed at a readership which would not 
be interested in buying a magazine 
which indulged їп inaccuracy, 
negativism, sensationalism or any sort 
of campaign journalism. No use point- 
ing out that if the REVIEW's circulation 
is to rise it will be by winning more read- 
ers who may be interested in the dif- 
ficulties and obstacles to Singapore's 
economic progress, but who will be 
mainly interested in a magazine which 
will honestly record both these and the 
progress itself. 

€ USING its new press powers, Singa- 
pore has already gazetted Time 
magazine and the Asian Wall Street 
Journal. Now, it has taken steps to rid it- 


self of the professionally balanced and 
accurate reporting of Nigel Holloway 
for the REVIEW. 
* THE arguments presented and the 
protests made, the decision simply had 
to be accepted. As I sat listening to the 
minister making it clear that nothing I 
said (or anything he subsequently said 
to his cabinet colleagues) would make 
an iota of difference, my mind went 
back in a review of the unhappy 
(sometimes tragically dramatic) history 
of this publication's relations with 
Singapore. 
recalled the fates of the long list of 
REVIEW correspondents over the past 
decade or so: two Singaporeans, Arun 
Senkuttuvan and Ho Eon Ping (both 
of whom were cruelly treated by the 
country of whom both were — and are 
— most patriotic citizens and both of 
whom saw the inside of- Singapore 
pos cells); two Americans, Peter 
eintraub and Patrick Smith (neither 


of whom had happy stints there, and 





Smith ending up with his work permit 
unextended); a Japanese, our present 
regional editor Susumu Awanohara, 
and an Indian, now a REVIEW editor 
with special responsibilities for the Sub- 
continent, Kulkarni. 

It was *VG" who co-authored the 
feature on the Malays in Singapore and 
who was thereafter criticised by senior 
minister S. Rajaratnam. Of Sri Lankan 
origin himself, and a former journal- 
ist, "Raja" opined that someone 
from a country which could not even 
feed itself (he got that wrong too: in fact 
India can and does feed itself) should 
not attempt to teach his grandmother to 
suck eggs. 
© AND then there were the others to 
whom we offered the Singapore post 
(some back in the days before the au- 
thorities reduced our bureau in stren 
to a one-man post). They included a 
gifted Singaporean writer who turned it 
down after the government had made 





clear that it would not accept a Singa 
rean as our correspondent. And Nick 
Seaward, a Brit now with the REVIEW's 
bureau in Kuala Lumpur, who had com- 
mitted the “crime” of marrying a Sin- 
Ls Pj thus acquiring the dreaded 
right to some commitment. And now 
Nigel Holloway. 
They do not make up an undistin- 

ке list, journalistically speaking, 

ut it is not one which has succeeded in 
convincing the leaders of Singapore that 
the REVIEW was interested in being any- 
thing else but a (foreign) negative 
wiseacre. 
* SADLY, we shall have to start 
кы for another good, balanced, 
seasoned, intelligent correspondent. 


Last year Rajaratnam, commenting on 
Singapore’s new press rules, said that 
foreign correspondents “must abide by 
our rules of the press game.” * 
We have done our best to play the 
Lame It would be nice to know the 
es. 
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That's right .. 


WHAT IS LOTTO 6/49? 


Lotto 6/49 is the official Canadian version of 
Lotto—the world's most popular form of lottery. 
it's the lottery in which you pick your own 
numbers and it's called "5/49" because you 
select any 6 of 49 possible numbers from 1 to 
49. Your numbers are entered in the Lotto 6/49 
computer system and if they match the six 
winning numbers chosen in the draw—you win 
the grand prize. Or if you have only 3, 4 or 5 
numbers correct you win one of thousands of 
secondary prizes available. i 


HOW CAN I PLAY? 


Complete the attached order form and send it 
to Canadian Overseas Marketing along with 
the necessary payment. Your numbers will 
automatically be entered for the specified 
length of time. You may select from 1 to 6 
games for 10, 26, or 52 weeks. Each game 


ORDER TODAY! 


Mark six numbers on each game board. 
you wish to play. 





PICK YOUR PLAN — Check only one box below next to the 
option of your choice. ALL PRICES IN U.S. FUNDS 





10 МЕЕКЅ 26 WEEKS 52 WEEKS 

{20 Draws) (52 Draws) (104 Draws) 
1Game С $ 45. ($112. [1 $ 225. 
2Games (1$ 90. (1 $225. ©] $ 450. 
3Games 27 $135. 0 $337. (1$ 675. 

02 $180. ($450. (1$ 900. 





0 $562. 


C $1125. 
(19675. 


[1 $1350. 


 ADDRESS/PO. BOX 





. you can win millions by picking your own numbers playing Lotto 6/49 —Canada's most pop 
Government Lottery. In fact, last year Lotto 6/49 paid out $354,736,589.00 in ALL CASH PRIZES. And it 

_ free of Canadian taxes. There are two draws each week for a grand prize guaranteed to be not less tha 
$1,000,000.00 with many millions more in secondary prizes. Grand prizes often run into the millions and 
been as high as $13,890,588.80. Imagine what you could do with that much cash! This is your opportunity 
find out because now you can play the lottery that's making so many millionaires in Canada. 


gives you another chance at the grand prize for 
every draw iri which you are entered. You 
receive a "Confirmation of Entry" by return 
mail acknowledging your order and indicating 
the numbers you have selected as well as the 
draws in which they are entered. 


HOW DO I KNOW WHEN | WIN? 


You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
complete list of all winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnings. All prize money will be converted to 
any currency your wish and confidentially 
forwarded to you anywhere in the world. 


So mail your order today—the next big 
winner could be you. 
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PRIZE BREAKDOWN (Actual Sample of One 





1ST PRIZE 
8 ил. T 5 REG. 
PRIZE 
5 ds ND EIZE A 
ЗАО PRIZE 
50UTOF6 
4TH PRIZE 
4O0UTOFS 
5TH PRIZE 
SOUT OFS 
TOTAL PRIZES 
1,014,756 
* All prizes quoted in Canadian dollars. 


1st, 2nd, 3rd, and 4th prizes are caeulated oh a pei а 
the total prize pool. Since the prize pool fluctuates from 
to draw, the size of the prizes will vary from the size c 
prizes shown above. 
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Robert Karniol in Hongkong 

here has so far been just a sprinkle 
military planning in the complex 
of Hongkong in transition from 
ish colony to Chinese special adminis- 


the.process is completed in mid- 
Except for intelligence-gathering, 
gkong today has no direct strategic 
to either Britain or China; neither 
have serious defence demands. 
ilitary policy remains an impor- 
„апа highly sensitive, issue. 
„ondon keeps a substantial garrison 
e territory, at an annual cost to Hong- 
f roughly HK$1.6 billion (US$205 
Шоп). And Peking has made clear an 
nt to introduce its own forces. Both 
just beginning to. consider the 
echanics of this eventual changeover 
wether with its implications. 

tish garrison strength in Hong- 
g currently stands at about 8,800 


troops and 3,000 of the civilian staff 
ocal people. 
‘he garrison's army contingent num- 
about 7,400 troops. These include 
ree Gurkha infantry battalions, one 
urkha engineer regiment, one Gurkha 
als regiment and one Gurkha trans- 
гі regiment together with headquar- 
15 staff. There is also one British- 


olony considers future military needs 


‘based infantry battalion 


| eight Scout helicopters. 
ive region. But this will change well | 



















and one Army Air Corps 
squadron equipped with 


The navy/marines con- 
tingent numbers about 650 
and operates five Peacock- 
class deep-sea patrol craft 
and includes a marine 
raiding squadron equip- 
ped with high-speed Sea- 
rider. and Fast Pursuit 
craft. The air force pre- 
sence, numbering about 
260 personnel, operate 
eight Wessex helicopters. 

Combined strength was 
about 8,100 at the height 
of Hongkong's illegal im- 
migration (II) problem in 





Boam: informal discussi 








lesser degree. 
Despite the real need for these ac- 
tivities, British. garrison strength in 
Hongkong. appears. far out of propor- 
| tion. to the requirements, particularly 
| since {һе agreement on 
~Hongkong’s future was 
signed in 1984. By com- 
е parison, in 1986 Britain's 
"Falkland Islands garri- 
son stood at 2,400 
troops. : 
‚ One explanation is sug- 
gested by a former senior 
E Hongkong Government of- 
ficial. "Particularly in re- 
cent years there has been a 
tendency for — Britain's 
Ministry of Defence to 
view Hongkong as a kind 
of cow to milk for funds to 
help sustain forces that 
might otherwise be. dis- 
banded,” he said. . 
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he reference 18 to the 
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9 and rose to 9,400 іп ~ 
1985. The current total of 8,800 in part 
reflects an easing in the rush of Hs trying 
to reach the territory from China, but 
the drop also includes the dismissal of 
111 Gurkhas. involved in a disciplinary 
incident last year. 

Day-to-day activity includes intelli- 
gence-gathering from China. British 
military. intelligence, the civilian M16 
and Ministry of Defence civilian person- 
nel operating the electronic listening 
post of Chung Hom Kok are involved. 

Indeed, the curtailment of this func- 
tion will be Britain's main military loss 


E Gurkhas, which. аге 
headquartered in Hongkong and enjoy 
strong emotional support in Britain, 
though Hongkong and Brunei shoulder 
| the bulk of their cost. One . report 
| (REVIEW, 19 Feb.) suggested Britain has 
already notified Nepal's government 
that Gurkha.troop strength in the Bri- 
tish army. will be reduced to 5,000 by 
1997 — a cut of about 25%. 

A local academic added: “The Bri- 
tish garrison in Hongkong has an un- 
necessarily large tail. Its support 
facilities are geared to a much larger 
force no longer in place." 

















| Emily Lau in Hongkong 

nxious parents clutching new-born 
bies, toddlers and teenagers 

| queuing outside Hongkong's 

Immigration Department before dawn 

\ 28 April to take advantage of a sur- 


hundred child Is under the age of 
istered with the government and 
‘awaiting permission to stay in Hong- 
ong permanently. 

The government denied it was an 
mnesty and stressed that all Hs caught 
after that day, regardless of age, would 
be immediately repatriated. In the first 
four months of this year, more than 
5,000 Hs were repatriated. There was no 
breakdown of how many were children. 
Some of the newly registered child- 
ren have been in Hongkong for several 
years. Others are newcomers — a 13- 




























year-old boy sneaked into Hongkong 
from neighbouring Shenzhen early that | 


al Immigrant children amnestied 


morning after hearing about the am- 
nesty on the radio the day before. All 
children under the age of 14 with par- 
ents who are legal residents would be 
given permission to stay. Some children 
were born in Hongkong to II mothers. 


. Their cases were being considered. 


Principal Assistant Secretary for 


Security Lee Lap-sun described the | 


one-day reprieve as a termination of à 
partial amnesty under which some child 
Hs who succeeded in reuniting with 
their parents in Hongkong were permit- 
ted to stay on humanitarian grounds. 
Any child П who failed to register on 28 
April or who arrived after that date 
would be repatriated. Only “very ex- 
treme cases" would be allowed to stay. 

Since the early 1980s, 27,000 
Chinese are given one-way permits 
every year by the Chinese Government 
to come settle officially in Hong- 
kong. Most of the permits are granted 
for family reunion. Of those who came 






last year, 8,200 were children under 14. 
An official Chinese source said there 
were tens of thousands of children in 
China waiting to be reunited with their 
parents in Hongkong. But Lee said 
there are no plans to review the quota. 
The problem of child IHs stems from 
China's policy of not allowing entire 
families to settle in Hongkong. In many 
cases, one or both parents are given 
one-way permits, and can only bring 


one child. The rest are left behind. 
1" the past few years, unscrupulous 
syndicates: known as. “snakeheads” 
capitalised on the parents’ desperation 
to be reunited with their children. They 
charged exorbitant sums ranging from 
tens to hundreds of thousands of Hong- 
kong. dollars to smuggle. children into 
Hongkong. Lee said 94 children had 
been abandoned at sea or on land by 
snakeheads on 18 occasions when they 
were approached by the police or the 
military since 30 August 1986. 
igratio 















































A garrison spokesman responded 
that there was no way the local govern- 
ment would allow Britain to waste 
money in Hongkong. But this ignores 
the colonial nature of the relationship, 
which includes a lack of public accoun- 
tability. The inion bc justified the 

arrison's size by pointing to its main 
nction, which is to guard the border 
with China against IIs, a real concern. 

Hongkong's continuing problem 
with IIs peaked in 1979 when 89,940 
were apprehended, up sharply from 
8,205 the previous year. In 1980 the fig- 
ure was 82,156 but it dropped back to 
7,531 in 1981 as a result of government 
policy changes. But in 1986, British 
forces accounted for just 6,483 arrests, 
with the police apprehending 10,289 
and other officials 60. The deterrent ef- 
fect of British forces guarding land ap- 
proaches, though real, cannot be quan- 
tified. 

Some 3,500 army troops together 
with a small number from other 
branches are assigned to the border- 
guarding function. However, the troops 
in question spend just one-quarter of 
the year at this job. The rest of their 
time is geared to normal training and 
exercises largely unrelated to ene: 
kong. The territory nevertheless pays 
75% of the direct cost of maintaining 
the full 18,700-person garrison (includ- 
ing equipment and support services), 
plus all related expenses. Britain pays 
just 25% of the direct expense. 

Prior to 1976 Britain bore the bulk of 
the garrison's cost. Then a change of 
government in London combined with 
tighter defence budgeting there led to 
the introduction of a formal (and 
unique) arrangement, the Defence 
Costs Agreement (DCA ). 


few illegal immigrants to stay are being 
exploited by criminals for illicit monet- 
ary gain, placing the lives of young 
children in jeopardy in so — 

The Chinese source said China sup- 
ported the Hongkong Government's 
policy which aimed at putting an end to 
the inhumanitarian conduct of the 
snakeheads. He said many Chinese 
have applied to settle in Hongkong. The 
average wa cem ve to six 
es mum 3 ve to wait 10 years. 

To help stem the tide of child 115, the 
source said some regions in China had 
adopted the policy of granting one-way 
permits to entire families. Big families 
might have to wait a few more years for 
some of their children to turn 18 so that 
they can be left behind to fend for them- 
selves. The source said he e ed all 
child 115 registered on 28 April who met 
the government's criteria would be per- 
mitted to stay. The Chinese Govern- 
ment would issue one-way permits for 
them to enter Hongkong legally. 

The unexpected government action 
on child 115 falls in middle of a six- 
ngnth review of another emotive issue 


In 1979 the DCA was renegotiated 
with effect from 1981 and lasting seven 
years. Troop strength was increased and 
the costing formula was changed with a 
substantial rise in expense to Hongkong 
resulting. Hongkong's defence spend- 
ing has subsequently gone up by 635% 
to HK$1.6 billion annually between 
1975-76 and 1985-86, which some 
analysts suggest is far higher than real 
needs demand. 


he Sino-British agreement is in any 

case changing those needs. It grants 
the territory a large measure of au- 
tonomy but reserves foreign affairs and 
defence matters exclusively for Peking. 
The agreement states that Chinese mili- 
tary forces stationed in Hongkong will 
not interfere in its internal affairs. Their 
function will be purely defence-related 
and the expense will be borne by China. 

Terms of reference appear puce 
vague. Neither "internal affairs" nor 
"defence" is defined, and no timetable 
is put forward. 

The topic of defence was ignored 
until the sixth round of formal liaison 
talks between Britain and China in 
March this year. At that time it was de- 
cided the subject will be pursued at “ex- 
pert level" by a sub-committee which is 
likely to be formed before the seventh 
round of meetings gets under way in 
July this year. 

The REVIEW has learned that Maj.- 
Gen. T. A. Boam, Commander British 
Forces in Hongkong, has already held 
several informal discussions with his 
Chinese counterparts from the adjacent 
Canton Military Region, despite the 
fast that a British garrison spokesman 
said this was “most unlikely." But this 
sort of contact should be expected given 


— what should be done with the 8,000 
Vietnamese refugees stuck in Hong- 
kong camps and those who still turn up. 
A up within the Legislative 
Cou has insisted that Hongkong 
should not be shackled with Vietnamese 
refugees, saying they are Britain's prob- 
lem. With the approval of some high- 
ranking officials in the Hongkong Gov- 
ernment, this group has sought to pres- 
sure London into creasing quota of 
refugees. Further, they have proposed 
se back to Vietnam those boat 
people deemed economic migrants as a 
way of preven any more from at- 
tempting to come here. Meanwhile, the 
policy of closed camps — keeping ref- 
ugees in virtual prison conditions un- 
less or until they receive permission to 
resettle somewhere else — continues. 
Critics say legislators demand tough 
action against Vietnamese while tol- 
erating a huge influx from China. At 
the same time these legislators expect 
Hongkong emigrants to be welcomed in 
countries such as Australia and the US 
which have traditionally taken most 
Vietnamese refugees. u 


Н 
that the present DCA has less than a _ 
year to run and Britain and Hongkong 
need to be prepared. К, 

The next DCA will probably extend _ 


L 


for no more than five years, which | 


would allow for adjustments well before ` 
1997. It could well see the start of 
gradual troop reductions that may even- 
tually threaten the future position of the — 
Gurkhas in the British army. 

If, as sources close to the Sino-Bri- 
tish negotiations suggest, China truly | 
views border policing as an internal | 
matter, Hongkong will soon have to | 
start planning, recruiting and training à. 


replacement force. Most analysts be- | 


lieve the police will take on the duty, in- - 
creasing their current strength of just | 
under 26.000 by about 700 annually to ` 
reach about 32,000 by 1997. | 
Other considerations to be address- | 
ed include what garrison facilities and _ 
equipment will be turned over to China 


= 
t 


and what will be disposed of or with- | 


drawn. The police and the British Gov- 
ernment are already said to be sniffin 


around the prestigious military head- | 


quarters complex in central Hong- 


kong, the latter with a view to its even- | 


tual requirements for a consulate. 


As Deng Xiaoping himself has made | 


clear, China will certainly station forces — 
in Hongkong, though most analysts | 
think they would have a symbolic func- 
tion. | 
They further believe that Chinese 
military liaison officers will be in Hong- 
kong well before the handover date to 
smooth the transition. If serious hitches | 
can be avoided all this should have no — 
more than short-term effects on the | 
local stockmarket, which Hongkong 
takes far more seriously than es 


policy. 
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he world according 
Chinese films... 


| Margaret Scott in Hongkong 
"he terrorizer, a film distant, cool | of, particular problems in their particu- 
and made in Taipei, does not seem | lar places. In each place, exercised in 
inese to Hongkong film producer | different ways, there is censorship 
hn Chan. The story and the way it is | which influences both the scripts chosen 
Chan says, seem borrowed, Euro- | and the final cut. Also, finding the fi- 
ix. nances to make movies is a difficult task 
hen Kaige, the director from China | for all. In Hongkong, for example, risks 
ade Yellow earth, pondered this. | are rarely taken in films mostly because 
don’t know whether there is such a | a few companies dictate what is made, 
ing as a Chinese film. A film is just | relying on repetitive formula films 
ther good or bad." which are expected to repeat box office 
‘Such comments have been common | sales. 
ongkong's theatre lobbies lately. Beyond all that, most agree that of 
11th Hongkong International Film | the three Chinese places, China is the 
val was held from 10-25 April, | least hospitable place for a serious di- 
hering together for the first time | rector. And the career so far of Chen , 
ms and filmmakers from Taiwan, | probably China's most internationally 
ina and Hongkong. With all the talk kaioen director who came to the festival 
ongkong's return to China in 1997 | with his latest film The big parade, illus- 
dry-run for the reunification with | trates some of the problems. While his 
n, the search for cultural unitycan | 1985 film Yellow earth was collecting 
et another layer of pressing art in | kudos elsewhere, it inspired the ire of 
2 service of politics. many in the communist hierarchy, who 
The films of five directors — Hou | denounced his depiction of peasants 
O-hsien and Edward Yang from | during the Yenan period as too stark. 
; Allen Fong from Hongkong | The film, though, wasnever banned and 
Chen and Huang Jianxin from | Chen made another film, partly because 
à — stood out. They each have | of his growing notoriety and partly be- 
d, some with more finesse | cause he had a sort of mentor and pro- 
the others, to make interesting | tector in Wu Tianming, a respected 
despite, and perhaps because , filmmaker and the head of the Xian 











































Film Studio. The Xian studio has be- 
соте the breeding ground for a new 
generation of film-makers. 
Yet, even with a reputation and a 
кочоп Chen says the ending of The 
ig parade Was so altered by pressure 
from the army and the Ministry of 
Broadcasting and Television, that he is 
ambivalent about claiming it as his own. 
Chen, who served in the People's Liber- 
ation Army, had for years wanted to 
make a film about army life, a perfect 
setting for his interest in capturing the 
tensions between the individual and the 
collective. He now says he should have 
known better. The PLA and the Minis- 
try of Broadcasting and Television be- 
came deeply involved in the final ver- 
sion. 







l t is the story of a group of young men, 
thrown ‘together to train for the big 
parade through Tiananmen. Square. 
Mostly told. through the eyes of a 
thoughtful high-school graduate Lu 
Chen, it peels away the personalities 
and foibles of the men in the group 
who must suffer and test their limits 
and mature and meld into goose-step- 
ping anonymity across Tiananmen 
Square. The film alternates scenes of 
the arduous training, which make ex- 
pert use of repetition and editing that 
echoes the movement, with moments of 
intimacy and revelations about the 
characters. 

Originally, the ending was vague, 
trailing off with a long shot of the sun 
setting behind indistinguishable figures 





hinese movies — 
bsorbing good and bad 


Holdsworth in Hongkong 


development quite unprecedented: | while he was in Hongkong for the festi- 
he history of Chinese cinema, a | val. "Recently he has even arranged to 
p of young directors associated with | make a couple of commercial films, to 
n Film Studios, have been given | enable him to subsidise features with 
derable licence to produce films | less mass appeal." 
conform neither to any doctrine of In по уау are Huang's films, or the 
ist realism, nor to current party | films of Chen and Tian, money-spin- 
n mass culture, Some of their | ners.. The pressure.to make financially 
- including The black cannon in- | viable films without sacrificing artistic 
t directed by Huang Jianxin — | integrity is of course experienced by all 
own: at the 11th Hongkong In- | directors, but the real crunch for studios 
iational Film Festival. in China is that until a film is passed b 
the censors, the crew does not get paid. 
mostly due to the doyen of Xian | Remarkably, the shooting of The black 
‘| cannon incident took a mere four 
months, but. a lapse of six months fol- 
lowed before it was approved for re- 
lease. In the process it was revised four 
















$ ; "| times; not altogether to Huang's.own 
one what no one else has managed to | satisfaction, |. . 

án placing artistic merit above: all Huang makes. light of the. con- 
er considerations,” said Huang | troversy stirred by the release of hi 











debut film, but admits that critical opin- 
ion was polarised. The picture deals 
with the questionable nature of protec- 
tive officialdom; and the way overzeal- 
ous watchfulness undermines the іпаі- 
vidual under:a communist regime. The 
victim, Zhao Zhuxin, is an engineer of 
whom little is known except his associa- 
tion — as interpreter and assistant — 
with a German technician engaged 
in installing гап expensive plant. in 
China. Zhao's despatch of an enigmatic 
telegram, asking for the.return. of a 
"black cannon," arouses the suspicion 
of public security. officials and the sec- 
retary of the local party committee. 
There is an absurd investigation into 
Zhao's political soundness, eventually 
leading to a costly breakdown of the im- 
ported рам. .: EE 






he moment of truth, for. both the 



























in silhouette. There was no parade. The 
army and the censors disapproved of 
this and ordered a parade. Chen had to 
comply, and the film now ends with the 
big parade in all its martial, patriotic 
splendour as though all the pain and 
knowledge and complexity described 
along the way was only useful for this 
triumphant, nationalistic end. 

Chen has higher hopes for his next 
film, King of children, based on a story 
of a unique and therefore troubled 
young boy by the well-known writer A 
Cheng. Chen says he wants to make 
movies about relationships, guilt — how 
a unique individual survives in present- 
day China. He does not want to preach, 
does not want his films to have a moral. 
All of these intentions are difficult to 
realise, Chen says, starting with finding 
a good script and then getting it ap- 
proved. 

He says the most interesting films 
from the mainland — which he counts as 
a mere handful — are those asking the 

uestion, *Who Am I?" According to 
hen, this means moving the camera's 
eye from the writ-large and the epic to a 
new terrain that includes the more inti- 
mate, the individual. It is no surprise 
that the psychological and the personal, 
long ignored as self-indulgent and anti- 
revolutionary, are the themes which ap- 
al to such directors as Chen and 
uang. The black cannon incident, 
Huang's first film which was made at the 
Xian studio, also tackles the fate of the 
out-of-the-ordinary individual amid a 
world suspicious of the unusual. 

Capturing on film the intimate and 
the psychological is novel for Chinese 
directors, and Chen said he was drawn 


ing sense of personal violation which he 
cannot express. “If I were in Zhao Shu- 
xin's shoes," the director said, “my 
emotions at that moment of discovery 
can't but be complicated. I would want 
to understand how my life came to be so 
arbitrarily encroached upon. Zhao is 
not the kind of man to rail, to pick a 
fight. What would he do? I decided to 
take him to church." 

It is mentioned earlier in the film that 
Zhao's parents had been Christians. 
Yet he freezes at the entrance, gazing 
mutely at a child with whom he ex- 
changes a flash of affinity. The final 
image, in which the camera lingers over 
a stack of bricks slowly knocking each 
other over like a set of dominoes, is also 
no less forceful for being simple and re- 
ticent. 

For all the gravity of its theme, how- 
ever, the film remains light and gently 
ironic. Huang has adopted what he calls 
a soft approach to portraying the private 
disasters of ordinary lives. In this he dif- 
fers from Chen, whose Yellow earth and 
The big parade are films with a broader 
sweep. "My films take as their premise 
the commonly experienced problems of 
eygryday life, with which people can im- 
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to such movies at the Hongkong festi- 
val. It is the chosen field of Fong, 
who despite his awards and accolades is 
considered an oddball in the Hongkong 
film industry. 


J ust like weather scrutinises the lives 
of two young people. It is part fic- 
tion, part documentary. The camera is 
stationary, set out as though to eaves- 
drop on the day-to-day life of a young 
married couple in Hongkong. Should 
they emigrate or stay in Hongkong? 
Should they keep the child or abort it? 
Should they stay together or split up? 
Sometimes the camera merely records, 
follows. Sometimes Fong steps into the 
scene and asks a few questions. 

The two movies from Taiwan 
(REVIEW, 26 Mar.), though, were 





considered by Chen and others as the 
most interesting; they had something to 
say and were made by directors with 
enough technique to know how to 
say it. Hou, in a warm, sad, slow film 
called Dust in the wind shows what hap- 
pens to two young people who leave 
their village for the big city. Yang's The 
terrorizer is also about the big city, but 
almost in counterpoint to Hou's film 
it is a detached, fast-paced tale of a 
marriage unravelling and arbitrary con- 
nections eventually prompting a 
suicide. 

Towards the end of the festival 
Chen and Yang met. They exchanged 
notes on their craft and talked about 
films. And they both decided that the 
notion of a Chinese film was beside E- 


point. 





Scenes from The Black Cannon Incident (left) and The Big P 





mediately identify; to that extent my 
focus is more incisive. China abounds in 
the likes of Zhao Shuxin: diligent, trust- 
ing, selfless men with low expectatons. 
They don't assert their individuality. I 
sympathise with them, and I despise 
them. I didn't set out to make The black 
cannon incident a critique of overbear- 
ing bureaucracy. I simply wanted to say 
— this is the sort of thing that happens in 
our society," said Huang. 


uang holds vehemently to the view 

that entrenched bureaucracy will 
not iini ge until the very character 
and mind of the Chinese undergo a 
fundamental change. He says that the 
heritage of traditional culture is ulti- 
mately damaging to modernisation. His 
is a deeply revolutionary vision, and 
he clearly sees himself and his fellow 
artists caught in the same struggle 
against both China's past and its confus- 
ing present. 

The 31-year-old director came to 
maturity at the end of the Cultural Rev- 
olution (1966-76), having grown up 


within the city walls of Xian. After 
school he had a chequered career in- 
cluding six years in the air force, a short 
spell as a photographer, and as a student 
of journalism at Northwest Univeristy. 
It was there that a professor first 
sparked his interest in film. In 1980 
Huang joined the кү department of 
Xian Film Studios and, he contends, by 
pure chance his path crossed with that of 
a director there. The meeting led to his 
working on seven films and sub- 
sequently enrolling in the Peking Film 
Academy. Huang recalls the heady im- 
pact of China’s emergence from isola- 
tion and the opening to the West in the 
early 1970s, but is conscious that what 
he and his contemporaries absorbed so 
eagerly at that time had, he considers, 
“good as well as bad elements.” 

“We need to internalise the good and 
reject the bad. The process of achievin 
discrimination is a painful one, but unti 
it is completed, we cannot hope to make 
good films. We could be going round in 
circles, but we have to find our own di- 
rection," he said. 
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4 рр» a refugee сатр in Hongkong 
ЧЁ filled with Vietnamese boat people as 
| the setting for a bleak story of feuds and 
| violence and dashed hopes of finding a 
better life across the sea. That is the 
_ general plot of the movie Men without a 
| promised land banned by the Hongkong 
| Government six years ago. Oli Nicole, 
| who wrote the script and co-directed the 
| movie, says its anti-communist tone 
| made it a casualty of the censors, wary 
| of offending China. 
|. Now, as the fodder for the first court 
| сазе accusing the government of censor- 
| ing without any legal authority, the 
| long-forgotten movie which held little 
| cinematic promise has become notori- 
| ous. Its importance is two-fold. For one, 


1 
| 
r 


W Further, the court case will 
| affect the brewing fracas over 
| the content of a new law can c 
| ed to ensure legal censorship 
| and the speed with which the 
| government wants to see it 
| enacted. 
| At the heart of all this is the 
tion of why the Hongkong 
3 ernment insists on exercising 
| political censorship, and the 
| growing suspicion that protect- 
| ing the interests of Peking is 
| a crucial element in shaping gov- 
| ernmental policy. The role of 
| Men without a promised land as a 
| touchstone for these lofty issues is al- 
“most accidental, 
| _ It all started in March when the 
- Asian Wall Street Journal broke the 
| story that for 34 years movies have been 
| censored under a botched law 
| (REVIEW, 2 Apr.). As early as 1972 
| the government was aware of the flaw, 
| the newspaper reported, and since then 
| 20 movies have been banned after 
consultation with the government's po- 
| litical adviser. They were banned using 
_ censorship standards — of questionable 
| legal authority — allowing the pro- 
hibition of movies which might “dam- 
| age good relations with other ter- 
ritories." 
| . Men without a promised land was 
one of them, but a sort of odd-film-out 
| in the group since the subject was Viet- 
nam, not China. So far, though, only its 
producer, Seasonal Film Corp., has de- 
- cided to take Hongkong в attorney-gen- 
. eral to court. Ng See-yuen, the head of 
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The good neighbour 
Steps outside the law 


Seasonal, is known as an independent 
producer with a great instinct for box- 
office hits. 

He produced, for instance, some of 
the early movies that turned Jackie 
Chan from one of the many kung fu 
masters into a big star, stepping into 
Bruce Lee’s shoes. In the writ Ng filed 
with the Supreme Court, he is asking for 
a declaration that the ban was illegal 
and for payment of the losses which re- 
sulted. 

Men without a promised land had the 
makings of commercial success. Nicole 
says it is the story of a former Vietcong 
who becomes bitter towards the com- 
munist government that takes over Viet- 
nam after the war. He flees by boat to 
Hongkong. In Hongkong, his bitterness 
and loss of ideals consumes him, turning 
him into a cruel, violent thug who 
shoots people for drinking Coke A sym- 
bol of his former enemy, the Ameri- 


cans). Eventually he is shot to death by 
Hongkong police. 


N icole says the banning was fuelled 
both by worries over China’s reac- 
tion and the reaction of refugee agen- 
cies. While the film was under re- 
view, Vietnamese refugees, who had 
heard about the film, and the UN High 
Commissioner for Refugees, based in 
Hongkong, complained that the film 
gave an insulting and distorted picture 
of refugees. 

Nicole says he recast sections of the 
film to tone down its anti-communism 
so the censors would approve it, but to 
no avail. For example, a section at the 
beginning — which includes the com- 
ment that wherever there is com- 
munism, there will be refugees — was 
removed. That section was put into the 
copy of the film released in Taiwan, 
where the movie was a modest commer- 
cial success. 
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Sales increased by an average annual Profits increased by an average 
rate of 14% during 1977-1986 annual rate of 26% during 1977-1986 


Pre-tax return on total assets Investments in fixed assets and R&D 
increased from 8.3% in 1977 amounted to MSEK 25,000 during 
to 13.8% in 1986 1977-1986: Equivalent to 13% of sales 


The financial performance-over the last ten years 

aerospace and automotive earnings self-financed 

investments and increased working capital. During 

the same period solvency (eagsig assets ratio) bas 

been increased from 30 to 51%. A record which 

speaks for itself. SAAB 50 YEARS 1987 


SCANIA 100 YEARS 199 
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Behind the high fences 


Keeper of concentration camps: Dillon S. Myer and American racism by 
Richard Drinnon. University of California Press, Berkeley 1987. US$24.95. 


J apanese Americans have something 
in common with American Indians, 
according to Bucknell University his- 
tory ү. Richard Огїппоп. 

“It is а big country. After the Euro- 
pean invaders had overrun much of it, 
they attempted between 1824 and 1844 
to make it literally a white man’s coun- 
try — save for the Afro-American chat- 
tels — by removing more than 100,000 
Native Americans from the East and re- 
locating them westward in what was to 
be, as long as the waters flow, Indian 
Territory. A century later those Trails 
of Tears constituted the prototypes for 
the removal of more than 100,000 Ja- 
panese immigrants and Japanese Ame- 
ricans from the West Coast and, in a re- 
versal of direction, their relocation east- 
ward in the intermountain states and 
beyond.” 

During World War II, about 120,000 
people of Japanese ancestry, nearly 
two-thirds of them Americans by birth, 
were forced to move from their Califor- 
nia, Oregon and Washington homes to 
10 “relocation camps” in remote parts 
of the US. These camps were called 
“our worst wartime mistake” by a jour- 
nalist writing in 1945. A former interior 
secretary later said that the govern- 
ment's effort to “terminate” American 
Indians, by eliminating them through 
total assimilation, was “our worst 
peacetime mistake.” 

Drinnon disputes such attempts to 
make the treatment of American In- 
dians and Japanese Americans seem “a 
careless miscalculation, inadvertence, 
or aberration” through this study of the 
life of “professional remover and re- 
locator” Dillon Seymour Myer (1891- 
1982). Myer, a career bureaucrat, re- 
ceived the nation’s Medal of Merit for 
his “successful” directing of the reloca- 
tion centres from their opening in 1942 
to their closing in 1946. He served as 
commissioner of the Bureau of Indian 
Affairs from 1950-53. 

In 1945 Myer called the relocation of 
Japanese Americans “an exciting ad- 
venture in the democratic method.” In 
1953 he advised the incoming secretary 
of the interior to take “a strong hand” 
with the Native Americans, as he him- 
self had during the three years he at- 
tacked tribal rights and identities 
through a policy known as “termina- 

ion." 


Drinnon contends that the Japanese 
American internment camps and the 
American Indian termination policies 
*had deep roots in our traditional ra- 


cism that made them [like Myer] as 
American as the Stars and Stripes." He 
thus traces the institutional threads 
which tied the Japanese-hating 1940s to 
the Indian-hating past. 

A case in point is California, where 


hordes of Whites had rushed when gold 
was discovered there in 1849. The 
Modoc, one of 100 native tribes in a 
state first "settled" by the Spanish, 
learned “that his life was not worth 
much and that he had no rights the white 
man was bound to respect." Following 





the Modoc War of 1872-73, the Modoc 
patriot Kintpuash, or Captain Jack, was 
executed by hanging and buried. His 
body was soon “dug iy ed and 
exhibited at carnivals before being ship- 
ped to the US Army Medical Museum 
in Washington, D.C. 


66 Fo understanding the historical 

reach of the later terror at Tule 
Lake,” Drinnon continues, “it matters 
that the most infamous of the WRA [War 
Relocation Authority] camps was on 
what had been Modoc land. ' During 
World War II, Tule Lake was the site of 
a relocation camp mainly for Japanese 
Americans who Myer called “trouble- 
makers" and "agitators" — by which he 
meant those who had not given the de- 
sired answers on a special loyalty ques- 
tionnaire. 

Drinnon believes that Myer's bio- 
graphy offers important insights into the 
grey, dull character of American ra- 
cism. *Normality personified, Myer was 


emphatically not a monster and not 
even an interesting villain and therein | 
lies a difficulty." i 

Hitler and Stalin were “easily identi- 
fiable villains of stature commensurate 
with their crimes against humanity. No 
longer the transgressions of exceptionally 
cruel individuals, evil has been bureau- 
cratised by the 20th-century state and 
made the charge of relatively faceless | 
administrators, small in character and | 
comprehension. In the West, in the 
East, and in the Third World, natty fig- - 
ures in suits or uniforms have carried | 
out monstrous suppressions, uproot- . 
ings, and scatterings without entering | 
the pages of history as striking despots.” | 

s head of the relocation camps and — 
then of Indian affairs, *Myer was direc- 
tor and commissioner of twin | 
calamities. His career enables us to - 
bring together vast bodies of evi- 
dence on the treatment of Na- - 
tive Americans and of Japanese | 
Americans — materials too 
often studied separately — and | 
trace these to their common 
matrix." 

Drinnon claims that “racism” | 
is difficult to define. He then de- 
fines it as “habitual practice by a 
people of treating, feeling and 
viewing physically dissimilar 
peoples — identified as such by 
skin colour and other shared | 
hereditary characteristics — as _ 
less than persons." 

Such emphasis on physical 
differences serves little purpose. 
The same visceral contempt is | 
commonly expressed in ethnic 
discrimination between mem- 
bers of the same nominal “race” 
in Drinnon's biologically limited 
sense of the word. 

This critical book is not a 
merciless attack on Myer as a racist indi- 
vidual, but is instead a well-documented 
analysis of how racism has been express- 
ed in US domestic policy by ordinary 
civil servants who have done wrong 
while personally convinced they were 
doing good. Drinnon believes that his 
study confirms Hannah Arendt’s in- 
sights into “the banality of evil.” 

But it is also proves that new flesh 
can be put on an old skeleton in 
America’s immigrant closet: the war- 
time camps for citizens whose only 
crime was to be of Japanese ancestry. 
And it is timely, as Japan-US relations 
start to chill again. Trade friction, and 
Prime Minister Yasuhiro Nakasone's 
remark that Japan is a more “intelligent 
society" than the US because the latter | 
has Hispanic and Black minorities, have 
brought Americans of Japanese descent 
an undeserved backlash from compat- 
riots of all colours who mistake them for 
the “enemy” in Japan. 

— William Wetherall 


CULTURE 


Notes of a prodigal son 


India: the perpetual paradox by Sasthri Brata. Rupa & Co. Rs 90 (US$7). 


he trouble with enfants terribles is 
that they do grow up but do not 
realise it. When in the early 1960s, 
Sasthri Brata declared that his God had 
died young and confessed to being an 
“Indian woman-eater,” the darndest 


_ | things he said were greeted with the 


mT—— 


| to which the 





of real or pretended outrage — 
Bed the occasional indulgent chuckle — 
that compose the appropriate counter- 
point to such pronouncements. A quar- 
ter century later, the image of Childe 
Roland beating a strategic retreat from 
the dark tower of his native India to 
seek a base of operations in the brave 
new world of the West, the better to 
launch Byronic broadsides at both, is 
wearing a bit thin. 

It is not that Brata is running out of 
ammunition, but other snipers with a 
sharper eye have trained their sights on 
similar targets. Undeterred, Brata has 
continued to blaze away, apparently un- 


| perturbed by the reflection that too 


much, too late can turn a high-calibre 
troublemaker into a big bore of a differ- 
ent sort. 

Seeking to provide a "single source 
esterner can turn for a 
bird's-eye view of India, in all its as- 

cts," Brata in his latest foray has em- 

arked upon a “gruelling marathon" en- 
compassing “32 cities, five villages six 
industrial centres, and all the miracle, 
magic and maddening devastation that 
is India." Sound familiar? Perhaps the 
sense of deja vu is only an echo effect of 
the alliteration. 

As a self-proclaimed exile in two 
worlds, East and West, Brata claims to 
be uniquely privileged to explain one to 
the other while rapping the knuckles of 
both. Thus, while Western hand-wrin- 
gers are hauled up for their patronising 
concern that India should “continue to 
behave like a proper little democratic 
child and go on Paying its dues to the 
concept of liberal democracy that Eng- 
land had bequeathed to the world," the 
“usual Indian habit of institutionalised 
h risy" is also taken to task, as is the 
indigenous predilection for not always 
benevolent despotism. Such transcul- 
tural pedagogy has its hazards, not the 
least of which is the danger of mixing 
one's ideological metaphors. To be fair 
to Brata, however, he takes on his 
self-appointed task of unravelling the 
riddle of the “Oriental sphinx” with 
vigour and undeniable verbal dexteri- 
t 


у. 

Confronting the seeming paradox of 
abysmal poverty and opulent splen- 
dour, mysticism and mass production, 
space programmes and symbols of Shiva, 
Brata compares the Indian experience 
to a kaleidoscope: “If you turn India a 


notch, the same jumble of broken glass 
will produce a totally different picture 
through the prism of your conscious- 
ness.” Painting his portrait of a nation 
with sweeping free association, Brata 
intersperses observations on public life 
and customs with intricate autobio- 
graphical details, footnotes of an errant 
native son who has never managed to 
sever the umbilical cord. A brief sketch 
of post-independence politics is inter- 
woven with the author’s personal re- 
miniscences; a discussion on women's 
emancipation — or lack of it — is 
laced with the writer's close encount- 
ers with sex and the single Indian girl. 
The anecdotes are 
apt, almost suspi- 
ciously so, and there 
is a nagging feeling 
that one has heard 
them before. A less 
ebullient writer 
might have caused 
conjecture about 
self-plagiarism, or 
even self-parody, but 
Brata wears his art on 
his sleeve with dis- 
arming candour as he 
tells you all that you 
ever wanted to know 
about India but were 
afraid to ask. With 
the aplomb of a cir- 
cus ringmaster, he 
presents a cavalcade 
of images, set to the 
basic rhythms of 
"birth, and copula- 
tion, and death" — 
astrology and аг- 
ranged marriages, 
the dowry system 
and the population 
boom, erotic sculptures and the tinsel 
titillation of the Bombay film industry. 


Е ros denied, according to Brata, is at 
the root of many of India’s social 
ills. “With the incursion of the Muslims 
. . . and later the British, the Islamic- 
Christian lid of repressive puritanical 
patriarchalism was clamped tightly 
down on the spontaneous, effervescent 
sexuality of Hindu India . . . Indian so- 
ciety from top to bottom is currently 
fighting an imposition of moral and sex- 
ual mores that are alien to its fundamen- 
tal nature.” He attributes the periodic 
outbursts of urban mob violence to “this 
complete absence of any normal sexual 
outlet for the unmarried man,” with the 
limited exception of prostitution, which 
he sees as a “model of the cultural and 
moral perversions and hypocrisies that 
permeate the whole of society.” 





Brata’s passage to India follows a 
чебспаней route: deformed beggars 
and diamond-dripping socialites, rural 
victims of caste carnage and corrupt 
politicians, merchant princess and ban- 
dit queens, technocrats and yogis. The 
“all-embracing glue” of religion, “a sub- 
tle feeling for the transcendent,” fuses 
together all contradictions in a “vigor- 
ous, even violent, eulogy to the flaming 
aspirations of the human spirit.” 

Brata fits in democracy (“notionally 
irrelevant in India”) into this divine 
comedy: “Mrs Gandhi knew . . . [the 
voters] wanted Goddess Durga incar- 
nate on the throne in Delhi, and was 
only too willing to provide them with 
their favourite idol.” However, with the 
proviso that democracy, Indian-style, 
might be “governed by atavistic forces 
and mythic mechanisms that are pre- 
cisely antithetical to the democratic 
ideal,” Brata concedes, not without a 

-GwSAGARWA. paradoxical pride, 
that India seems to 
have successfully as- 
similated this politi- 
cal experiment with 
a Western truth, 
perhaps in the pro- 
cess subtly changing 
both itself and the 
principle involved. 

Rajiv — Gandhi's 
election, which en- 
com d the two 
"apparently contra- 
dictory" concepts of 
dynastic succession 
and individual fran- 
chise, could hold the 
promise of a new 
synthesis in which 
"windows may be 
opened and new 
ideas imported, with- 
out the constraints of 
past commitments to 
worn-out ideological 
convictions.” This, 
however, seems at 
variance with the au- 
thor’s earlier lament: “Does India have 
no authentic internal genius on which to 
succour a new generation?” 

One might take in stride such dis- 
crepancies, and occasional factual slips 
like attributing the founding of the Arya 
Samaj to Raja Mamohun Roy. What 
causes one to baulk, however, is the un- 
certainty of the writer's locus standin 
vis-à-vis his subject matter. Is he Ishmae 
or prodigal son returned, impassioned 
pleader or acerbic critic? He seems to be 
all these and more. What starts as a 
quest for a nation tails off into a search 
for the writer, to whom the "perpetual 
paradox" of the title might as readily 
apply. This in itself might have proved a 
stimulating pursuit were it not for the 
misgiving that one has passed this way 
before in indulging the author's tireless 
zeal in running with the hare and hunt- 
ing with the hounds. — Jagdish Bhatia 
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Few concrete proposals emerge from Nakasone's visit to Washington 


Trading placebos 


By Nayan Chanda in Washington 


Jd anese Prime Minister Yasuhiro 
akasone ended his most difficult 


_ visit to Washington without any obvious 


achievement. "The visit did no harm, 


| but did very little to help reduce ten- 
| sion," was how a seasoned Asian ob- 


server characterised the mission. There 


was no commitment from President 


Reagan on when semiconductor sanc- 


_ tions would be lifted, nor did Nakasone 


succeed in weakening congressional de- 
termination to pass a tough trade bill. 
According to administration sources, 
Nakasone came to Washington essen- 
tially seeking to achieve two objectives. 
He wanted the US to lift the punitive 
tariff on Japanese semiconductor-based 
products and to restore stability to the 


_ yen-US dollar exchange rate, but met 





with limited success. Although Reagan 
expressed hope during the departure 


| ceremony that the tariffs on semicon- 
| ductors could be lifted “as soon as possi- 


ble, " sources say that he did not make 
any private promise as to when this 
would occur. 








There are reportedly indications that 
Japan is buying more US semiconduc- 
tors and that it has stopped dumping in 
third countries. However, the data for 
April will not be reviewed before mid- 
May to determine whether Japan has al- 
tered its ways. If this, indeed, proves to 
be the case, there is speculation that 
Reagan will remove the sanctions be- 
fore the Industrial Nations' Summit in 
Venice on 8 June. 

Nakasone may have had a little more 
success in his bid to halt a further fall of 
the dollar. The joint statement said that 
both Reagan and Nakasone agreed that 
a "further decline of the dollar could be 
counter-productive to their mutual ef- 
forts for stronger growth in their 
economies and for reduced imbal- 
ances.” 

Nakasone surprised observers by an- 
nouncing after his meeting with Rea- 

an that he had instructed the Bank of 
apan (BoJ, the central bank) to cut 
short-term interest rates as part of a 
move to stimulate domestic growth and 


the demand for imports. It has since 
been revealed that Nakasone’s declara- 
tion was preceded by quiet agreement 
between the US Federal Reserve Board 
and the BoJ on coordinating action to 
stem the dollar's decline and to stabilise 
the yen. 


| n а complementary move to the lower- 
ing of Japan's short-term interest 
rates, the Fed has begun raising US 
short-term rates. It is expected that 
low interest rates in Japan will not only 
spur the economy but also encourage 
the Japanese to invest in high interest- 
yielding US securities — a development 
considered essential to help bring the 
US budget financing into line. 

While the news provided fresh evi- 
dence of the growing influence of Ja- 
panese investors on the US economy, 
there was little immediate impact as a 
result of the move on Japan's capital 
market. This has led White House Chief 
of Staff Howard Baker to publicly won- 
der whether Nakasone can really de- 


Tokyo still not convinced 


By Charles Smith in Tokyo 


F б talks on bilateral economic рго- 
blems that took up the bulk of 
Nakasone’s time in Washington pro- 
duced a number of useful results, as 
seen from Tokyo. But claims by 
Nakasone himself that the “mist has 
been cleared” and the stage set for a 
smoother economic relationship seem 
premature. 

Of the various items covered by the 
“Joint Statement on Economic Issues” 
issued at the end of the talks, the two 
leaders’ agreement that “a further de- 
cline of the dollar could be counter-pro- 
ductive” attracted the most attention in 
Tokyo. Japanese officials said this re- 
presented an upgrading of the earlier 
understanding on exchange rates be- 
tween Japanese Finance 
Minister Kiichi Miyazawa and 
US Treasury Secretary James 
Baker which at times has ap- 
peared to have only half- 
hearted support elsewhere in 
the US administration. Mar- 
ket sources, however, were 
doubtful whether the tide 
had been turned on the ex- 
change-rate issue, especial- 
ly given Japan's apparent re- 
luctance to support the dol- 








lar by purchasing US Government bonds. 

Misunderstandings in the foreign-ex- 
change markets about a promise by 
Nakasone to lower short-term interest 
rates also cast a shadow over the ex- 
change-rate agreement. Nakasone’s 
Statement, made during the first round 
of talks with Reagan, was apparently 
understood as a promise to cut the dis- 
count rate of the Bank of Japan (BoJ, 
the central bank), whereas what the 
prime minister actually had in mind was 
action to “guide” down rates in short- 
term money markets. When the BoJ de- 
nied plans to cut the discount rate, the 
dollar duly fell against the yen. 

A promise by Reagan to take a fresh 
look at evidence that Japan is observing 
the US-Japan agreement on 
semiconductor trade with a 
view to lifting punitive sanc- 
tions against Japan by the 
time of the Venice Summit, 
seems to have been well re- 
ceived in the electronics in- 


dustry. The industry is in- 
rens? it confident that this 
difficult chapter in the two 
countries' economic relations 


may be drawing to a close. Far 
more important than the row 
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liver. Nakasone's pledge to cut ‘short- 
term interest rates did not quite work 
out, he said, because, according to re- 
ports from Tokyo, Japan’s central bank 
does not take orders from the prime 
minister. 

“The test of Nakasone’s success,” 
says a Japan specialist, “will be how the 
yen performs in the next couple of 
weeks. If it stays steady it will go to his 
credit.” Success for the US side will be 
tested by Japanese investors’ reaction to 
the latest auction of US$29 billion of 
US Treasury notes and bonds, Such 
micro-measures of success indicate how 
far removed the two countries are 
from bridging their economic and trade 
gaps. 

Both Reagan and Nakasone agreed 
that the US$166 billion US trade deficit 
and Japan's overall US$100 billion 
trade surplus — US$59 billion of which 
is with the US — are "politically unsus- 
tainable." How unsustainable they are 
in Washington was made amply clear to 
Nakasone by an outraged congress. 
Barely hours before his aircraft landed 
in Washington the House of Represen- 
tatives passed the Gephardt Amend- 
ment that aims to punish Japan for its 
excessive trade surplus. The next day a 
tough House trade bill incorporating 
the amendment was passed by an over- 
whelming majority. 

The timing of the passage of the bill 
was partly designed to convey the mood 
of anger to Nakasone. Earlier, in an 





over semiconductors іп 
Japan's view, however, is the 
danger that the US Congress 
may enact a discriminatory 
trade bill providing for puni- 
tive action against countries 
with which the US runs large 
trade deficits. : i 

The vay ТЯ a tough ver- 
sion of the ill through the 
House of Representatives on 
the opening day of the 
Nakasone-Reagan talks was 
seen in Tokyo as a warning that the US 
may be on the verge of a historic shift in 
its trade policies, comparable with the 
introduction of the Smoot-Hawley tariff 
bill in 1930. A promise by Reagan to veto 
the bill seems to have only partly reas- 
sured Japanese analysts, who feel that 
the administration may itself have to 
turn protectionist in order to offset con- 
gressional pressure. 

A difference between the latest 
Reagan-Nakasone talks and their 10 or 
so previous meetings which seems to 
have impressed Japanese commen- 
tators is that the US deliberately 
broadened attendance to include key 
members of Reagan’s economic 
cabinet, instead of treating the talks as 
a tete-a-tefe between the two leaders. 

The inclusion of cabinet secretaries at 
the first meeting on 30 April was appa- 
rently designed to ensure that complex 
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equally pointed move, congressional 
leaders rejected the idea of Nakasone 
addressing a joint session of congress, in 
contrast to the invitations extended and 
accepted in recent years by Philippine 
President Corazon Aquino and prime 
ministers Rajiv Gandhi of India and Lee 
Kuan Yew of Singapore. “We could not 
ensure his security,” was how black 
humour on Capitol Hill explained the 
congressional refusal. 


NIS tried to disarm US critics 
by stressing his deep concern about 
the trade deficit and by outlining a series 
of measures that Japan had taken and 
will take to address the problem. He 

inted out that controversies surround- 
ing the reciprocal rights of US law firms 
to operate in Japan and discrimination 
over a franchise to operate mobile tele- 
phones by a 50% US-owned company, 
had been resolved. Japan, he said, 
would buy US supercomputers and à 
second undersea fibre-optic cable link 
would be laid down across the Pacific. 
The Kansai airport project, he noted, 
has also agreed to open bidding on a 
non-discriminatory basis. 

Among other measures Nakasone 
outlined were: 
> A plan to introduce a supplementary 
budget of US$34.6 billion to stimu- 
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issues, such as access to 
Japan's market for supercom- 
4, | puters, received full discus- 
sion. But Japanese officials 
said the effect was to create an 
| impression of coolness absent 
^| from earlier *Ron-Yasu" en- 
counters. The Japanese side 
also complained at not being 
given advance warning of the 
US plan, which wassaidto have 
forced last-minute changes in 
Japan's “game plan.” 

A itive result of the Washington 
summit, from Nakasone’s personal 
point of view, may have been to distract 
attention from the debacle over the gov- 
ernment's proposed tax reforms and to 
focus debate instead on actions needed 
to head off further problems with Wash- 
ington. Immediately before his depar- 
ture for Washington, Nakasone was 
being billed by the Japanese press as a 
“dead duck" who might not last out the 
remainder of his current term. But the 
urgency of post-summit problems may 
have changed this position. 

Nakasone himself apparently ex- 
pects that his rivals for | rship of the 
Liberal Democratic’ Party will close 
ranks, at least for the time needed to 
enact a ¥5 trillion (US$35.7 billion) 
supplementary budget — billed as one 
of the main pillars of the government's 
strategy for reflating the economy. 0 





late the domestic economy through ac- 
celerated public works and social spend- 


ing. 

» A parallel effort by the Japanese 
Government and private sector to in- 
crease imports from the US by setting - 
up an emergency US$1 billion import 
fund. 

» The recycling of US$30 billion from 
Japan's surplus in loans to the develop- 
ing countries of Latin America, Africa 
and Asia over the next three years. It in- 
cludes US$10 billion already committed 
to the World Bank. In the past, a similar | 
pledge to use Japanese capital to spur 
growth has been criticised as being de- 
signed mainly to ensure the sale of Ja- 
panese products. Nakasone promised 
that the new loans would be untied, thus 
opening up opportunities for US ex- 
porters. 

However, the problem with the con- 
cessions that Nakasone announced is. 
that they represent neither new nor con- 
vincing proof that Japan is changing its 
ways. Nakasone, whose personal stock 
in the US seems better than his coun- 
try's reputation, succeeded in convey- 
ing to US leaders the seriousness of his 
personal concerns. But, as a congres- 
sional source pointed out, "Nakasone 
came with too little and too late to make 
much difference on Capitol Hill." 
Given his lame-duck status, there is also 
strong scepticism over whether he will 
even be able to deliver these late prom- 
ises. ü 
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„ rustrations over the inability of the 
Sto curb its steadily growing trade 
ficit: and balance its budget have 
erged with electoral politics to give a 
w boost to protectionism. While Ja- 
nese Prime Minister Yasuhiro 
akasone continued his efforts to de- 
se the crisis, the House of Represen- 
ives on 30 April passed by a huge 

n.a protectionist trade bill. Al- 
gh the final version of the bill may 
10dified somewhat to avoid a presi- 
ial veto, protectionism seems cer- 

grow amid attempts by Demo- 
о ride widespread discontent in the 
l-üup to the 1988 presidential elec- 


clear example of the mixing of 
jon politics with trade is the 
phardt Amendment — the most con- 
versial. part of the trade bill intro- 
d by presidential hopeful, Demo- 
€ congressman Richard Gephardt. 
rder to maximise his exposure on 
tional scene, Gephardt chose to 
осе his amendment on the House 
here proceedings are televised, 
r than in the closed-door meeting 
e House Ways and Means Commit- 
- a principal initiator of trade legis- 


ing 


Congress fires a warning shot at Japan to appease local voters 





Within a week, thanks to his appear- 
ances on TV talk shows and the tele- 
vised congressional debate on his pro- 
posal, Gephardt has emerged from 
Obscurity to be a serious contender for 
the Democratic. nomination. Recent 
polls suggesting rising popular concern 
with the trade deficit, declines in indus- 
try and jobs, can only encourage the in- 
creasing focus on trade. 

The Gephardt Amendment requires 


ће US Commerce Department's Inter- 


national Trade Commission (ITC) to 
identify countries. with “excessive” 
trade surpluses — defined as those 
whose exports exceed imports by 7596, 
whose total trade with the US is more 
than US$7 billion and shows a bilateral 
surplus of more than US$3 billion, and 
whose total trade account is in surplus. 
The US. Trade Representative would 


. identify which of these countries main- 


tain a pattern of unfair trade, and the 
administration would then have six 
months to negotiate with them trade 
agreements to reduce the imbalances by 
10% a year. 

Failing that the US will retaliate in 
the form of dollar-for-dollar quotas or 
tariffs. The amendment is targeted 
chiefly at Japan, West Germany, 








porating the amendment was passed by 
the House with a significantly larger 
margin. 

Congressional sources say that the 
amendment is likely to be dropped, or 
at least modified, during Senate and 
House deliberations because there is no 
enthusiasm for it in the Senate. More- 
over, Reagan has vowed to veto a bill 
containing the amendment. If Congress 
- wants to pass a trade bill in 1987; some 
of the more. extreme provisions will 
have to be taken out. 





































| n à bid to replace the amendment with 
ап equally tough but. less offensive 
measure, . Democratic. Senator. Max 
Baucus and Republican Bob Packwood 
have proposed an amendment under 
which the US and other countries would 
raise tariffs against Japan under the 
rules of the General Agreement on Tar- 
rifs and Trade (Gatt). Article 23 of Gatt 
allows countries to raise trade barriers 
against a country which is found to have 
impaired the benefits of a prior trade 
concession. 

While this amendment may enjoy 
the administration's support and is in 
principle preferred by other trading 
artners, it could pose a serious di- 
emma for non-Japanese Asian coun- 
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Anthony Rowley in Osaka 

'he Asian Development Bank (ADB) 
is becoming increasingly politicised. 
с seeds of this process were sown sev- 
l years ago and were germinating vis- 
y at the 20th annual meeting of the 
ik’s governors held in Osaka from 
April. 

e meeting — the biggest held so 
with more than 2,000 delegates, 
s. and others attending — was re- 
ble for the sharp differences of 
tion as to where the ADB should 
g in the future, and who is going 
б еге. e 
pan and the US are engaged іп à 
€t though real power struggle for 
gsupremacy within the institution, 











ance of economic power and deve- 
i іа . Japan's sur- 
fer to ante up new ADB funds 
:VIEW, 7 May) undoubtedly helped it 
in support among the bank's develop- 
gmember countries (D EDU 
Ву comparison, the с: 
an outside “task f 


h wider implications for the future’ 





Ме”! do it our way 


е ADB reacts to criticism from the US апа its allies 


judge its success not by its volume of 
lending but by its *contribution to the 
development process" had a rather 
sterile ring and found little private sup- 
port among the. poorer member coun- 
tries. 

South Korea. (in the person of Fi- 


nance Minister and ADB governor | 


Chung In Yong) joined the US in calling 
for a “blue-ribbon” panel of experts to 
reappraise the ADB's role, prompting 


speculation that Seoul is wary of | 


Tokyo's rising influence within the bank 
and wishes to align itself more closely 
with the US line than with Japan's. 

A senior. US official described 
Japan's offer to fund a special new facil- 
ity at the ADB as a "side issue" and ar- 
gued to the REVIEW that the "real issue 
is where the bank is going to go in the 
19905.” Ironically the ADB looks as 
though it may be about to set off in di- 


| rections which could steadily draw it 


away from the orbit of the US. 
Constant and sometimes strident 
criticism of. the ADB by the. US — 








joined by Australia and, in Osaka, by an |. 


e 


increasingly hawkish view from Canada 
— have swung developing countries and 
some European members solidly. be- 
hind the bank and behind its. current 
president, Masao Fujioka. Fujioka has 

ad to bear the brunt of personal criti- 
cisms which Asian member countries 































tries. In view of Asean countr 
: pendence on Japanese investment an 
development. aid, they would find. it 
© hard to support the US against Japan in 
Gatt. “It is really very embarrassing for 
us," a senior Asean official confessed 
when sounded out by Senate leaders for 
possible Asean support. 

While the Gephardt Amendment, 
with its overt protectionism, has re- 
ceived the most attention, the massive 
896-page trade bill, called the "Trade 
and International Economic Policy Re- 
form Act of 1987, HR-3," contains a 
number of provisions which will both 
pose serious problems for Asian trading 
partners and cloud the prospects for à 
new round of multilateral trade negotia- 
tions. The act includes: 

» An amendment to the section on 
steel-import stabilisation would virtu- 
ally prevent the export of steel-based 
products by a large number of coun- 
tries, including Indonesia, Thailand, 
Malaysia and Singapore. Under the new 
rules, the export of manufactured pro- 
ducts (such as steel frames and pipes) 
made from steel originating from coun- 
tries which have a voluntary restraint 
agreement (VRA) with the US would 
be included in the quota of the VRA 
country. j 

» Retaliation under Section 301 of the 
Trade Act of 1974, the government's 
main tool against unfair trade practices, 


has not only been made mandatory by 


| been introduced to trigger such action. 











he House bill, but new criteria have 
For instance, export targeting would 
call for retaliation. 

» Denial of basic workers rights 
would be considered an unfair trade 
practice and would call for US retaliat- 
ory action. South Korea, Taiwan and 
"Thailand are the principal targets in Asia. 
» A new anti-dumping provision au- 
thorises the ITC to total up imports of 
similar products from small and large 
trading partners which are being investi- 
gated in separate dumping actions to 
prove that the aggregate quantity of im- 


‘ports from these trading partners has 


caused injury to the US domestic indus- 
try. This would have serious conqu- 
ences for small suppliers. 

» The bill will penalise the practice of 
down-stream dumping: tariffs will be 
imposed on products assembled over- 
seas that contain parts which have been 
subject to an anti-dumping or counter- 
vailing duty order. In addition to the 
normal .penalty against a. foreign 
exporter in anti-dumping suits, the 
House bill allows a US plaintiff to file 
suit against a US importer for economic 
loss. - ; 

» A new subsidy, called a resource sub- 
sidy, has been added to the list of sub- 


“sidies which make for unfair trade. It re- 


fers to the sale by some countries of raw 


materials to domestic industries at pre- 


ferential or below-market prices. 





| The bill 


` Tronica 





gives the US Trai 
sentative. expanded authority t 
the import of products that vic 
US trademark, patent or copyrig 
laws. "B 
» The Treasury Department will be 
rected.to determine a competitive е 
change rate for the dollar agains 
major currencies to achieve a "susta 
ble balance" in the current account. 

One congressional critic of the t 
bill has called it an "anti-trade bi 
their effort to protect US industry 
suggested, congressmen have no 
made far-reaching interpretatio 
unfair trade practices, but also €t 
many oo illegal under 

ly, however, as a study 

Government Accounting Offic 
Congress's own investigative. arm 
pn out, unfair practices accoun 
ess than 5% of the US trade defici 
senior congressional leader who v 
for the bill in order not to antago: 
labour privately concedes that. у 
bothers me is that the bill. only : 
scapegoats of others for our worrie 
does very little to address ou 
weaknesses.” | 

Obviously, it makes more рой 
sense to sound tough to the US’ for 





"tormentors than it does to call for 


sacrifices and higher taxes necessa 
confront the country's toughest p 
lem — its runaway budget deficit: 

— Nayan Ch 














erations of the State Bank of the ^ 
USSR (the central bank), to head’ =. 
its delegation. "ue 

Neither Peking nor Moscow are 
likely to have missed the point that 
Washington has had considerable : 
success in recent years in using the 
multilateral development institu- 
tions such as the ADB and the 
World Bank as. vehicles to pro- 
mote and enforce free-market 
philosophies, and to shift the.em- 
phasis in development thinking in- 
creasingly away from the public 
sector towards the private sector. 

Tokyo has long argued, in pri- 
vate at least, that.current US deve- 
lopment thinking is too simplistic 
in the context of some Asian-coun- 
tries and could be counter-productive if 
pushed too hard. Events seem to be vin- 
dicating the Japanese viewpoint be- 
cause the big problem facing the ADB 
at present is the unwillingness by many 
developing members to borrow. To a 
large extent this is through force of eco- 
nomic circumstances — reduced earn- 
ings from commodity exports, worsen- 
ing terms of trade and diminished 
foreign exchange (and even local cur- 
rency) availability. But it also appears 
to reflect the increasing pressure for 
conditionality in ADB lending. 

The US is being. seen as.wanting to 
call the tune without paying the piper, 
% st тоге in the 
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STAGNATION 


ADB loan projects 


SEN E REVIEWDIAGRAM by Ricky Hui 
light of the generous benefactor who is 
ready to dispense funds without strings 
attached. These may be economically 
appropriate roles for a surplus-endowed 
Japan and a deficit-ridden US to play, 
but the net result as far as the ADB is 
concerned is an increasing ideological 
tension which is doing little to help the 
development process in Asia. 


he most immediate issue is that of 
voting control within the ADB pro- 
per, the Ordinary Capital Resources 
(OCR) department. Japan has sub- 


_scribed marginally more:than has tlie 


US to the OCR capital stock and (as of 
31 December 1986) had 12.528% of the 














votes as against 12.356% for the 
Japan’s case for a bigger say than th 
in the ADB is that its cumulative: 
tributions to the АРВ” principal | 
cial fund, the Asian Development F1 
(ADF) stood at nearly US$4 billio: 


'the end of last year whereasthe US'h 


contributed only US$1.3 billion. 

The developed-country group wit 
the bank jointly accounts for some: 
of the total- voting strength within | 
ADB, though Australia has in. re 
times tended to side more with the 
on important issues than with Jap: 
Japan would like to have greater vot 
power, though precisely what pro 
tion has not been disclosed. The | 
opposed, arguing that this would be 
ceived as a "drawing away" from ¢ 
and that factors such as Washing 
defence burdens in Asia should b 
against zen bigger cash contri 
tions to ADF. E 

Nevertheless, the ADB is examin 
proposals which would weight vot 
more in favour of Asian members a 
which would take factors such as the s 
of a member country's economy a 
population into account. Although i 
claimed officially that the “consens 
principle guides most decision-mak: 














in the ADB, even consensus-minde 


Japan wants nothing short of vot 


superiority over the US in the institu- 


tion. ' 
, Behind this low-key struggle lie fu 
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€ bank itself is that the advent of com- 
ойну surpluses and low export prices 
ong many of the DMCs imply a need 
agricultural diversification and more 
ustrialisation as well as for upgrading 
ng facilities, rather than borrowing 
nance new ones. In Osaka, Fujioka 
ssed the need for increased em- 
s on so-called "programme" lend- 
to aid this process. But at the same 
> he noted that the bulk of ADB 
uld continue to go out in the 
ject lending. 
rivate, senior US officials at the 
dmit that as much of 80% of 
tal lending will continue to be 
iport of projects. But the push by 
shington and its allies at the ADB 
ore “policy-based” lending (struc- 
adjustment lending, balance-of- 
ts loans and sectoral adjustment 
lies at the heart of the friction 
\ОВ management and other 
eholder governments. A thrust to- 
ds privatisation, greater reliance on 
ket forces and financial de- 
оп are also part of the 
policy platform for the 
k. The manner and speed 
of implementing such reforms 
e álso at issue. 
A Japanese official told the 
IEW that the ADB could 
t hope to do compensatory 
ncing such as the Interna- 
al-Monetary Fund (IMF) 
sand should not try to com- 
with either the IMF or the 
Bank as an institution 
promoting macro-econo- 
eforms. He also noted 
pan's early reliance on state 
terprises to promote econo- 
‘growth before moving toward 
vatisation. Privatisation, he added, 
ight.be the right direction to take in 
alaysia, Indonesia and Thailand but it 
as hardly relevant to poorer countríes 
е Burma. 
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Source: АОВ. 


"he issue of Burma is contentious be- 
sause of the US objection to ADB 
апсіпр for an upgrading of groundnut 
roduction there, on the grounds 
he loans were going to coopera- 
and not to the private sector. The 
п eventually went through but thein- 
ision of what were seen as political 
d ideological factors caused resent- 
ent among some developing member 
untries of the ADB (REVIEW, 27 
зу. '86). “Our objective is to promote 
gional development and harmony, 
t necessarily privatisation," an ADB 
irector representing a broad group of 
porer countries told the REVIEW. US 
bjections to ADB financing of a palm- 
il project in Indonesia (which would 
ave оч competition. to US-pro- 
duced vegetable oils) also. caused con- 

ersy. e 























Philippines ..... 17.3% (2,298.5) 
indonesia ___ 27.1% (3,610.8) 





Singapore ___ 1.3% (178.1) 





Pakistan... .. 10.8% (1,440.2)- 
Malaysia... 9.8% (1,279.3) 
Thailand ..— 12.4% (1,656.3) 
South Korea _ 16.3% (2,165.8) 


pporters, this time through the 
"imposition of development philosophies 







rather than through territorial posses- 
sion. The ADB’s management may not 
share this view but they point to the dan- 
gers of pushing reforms too hard and 
too fast, hindering the task of the more 
enlighténed local bureaucrats where 
politically sensitive economic reforms 
are needed and where vested interests 
are strong. | 

Indonesian Finance Minister and 
ADB governor Radius Prawiro ob- 
served in Osaka that "in recent years 
































































| the ADB has assumed an шнш 


aggressive role in its discussions wit 
DMC governments with a view tó estab- 
lishing appropriate policy frameworks.” 
The bank should approach such discus- 
sions in future with “caution” and a “de- 
gree of modesty befitting its own pre- 
scriptive capacities.” 

The idea of a task force made up in 
part of outside experts is also resented 
among some of the ADB developing 
countries who regard the bank as essen- 





















WHERE THE MONEY WENT | 


Total OCR loans approved, year ended 31 December 1986 


(US$ million) 


3.396 (437.7) 





1.9% (250.0) 







tially “Asian” and not the province 
primarily of the Western powers. Whe- 
ther through genuine differences о? 
development philosophy or simply 


awareness of the need to avoid rekindl-- 


ing fears about its own colonial record in 
Asia, Japan is adopting a neutral stance. 
Several directors, representing the Sub- 
continent members of the ADB as well 
as Vietnam, the South Pacific and Af- 
ghanistan told the REVIEW they wel- 
comed the lack of strings attached to 
new Japanese financial initiatives within 
the ADB. m ' 
Ironically, Washington had achieved 
some success in persuading Japan that 
Tokyo should nominate a new president 
of the ADB before the criticisms from 
the US and elsewhere of Fujioka be- 
came strident to the point where Asian 
and European countries "circled the 
wagons around him," as one source put 
it. Informed sources within the bank 
suggested to the REVIEW, however, that 
Fujioka might not wish to serve out the 
remaining four years of his. current 
term, preferring to retire early. _ i 
The Japanese director of the ADB, 






T hi Kati і the REVIEW that 
he rejected criticisms about sélection of 
projects. om political grounds, or of an 
Obsession with lending targets. "But 
slowness of implementation is some- 
thing which. concerns us. We hope that 
in future the ADB will spend more time 
in the preparation of projects. World 
Bank projects are more thoroughly pro- 
cessed before being presented to the 


board.” 
J ust about all the governors from the 

47 member countries of the ADB ex- 
үе ро in Osaka over stagnant 
evels of lending by the bank, and a fall 
in technical assistance disbursements. 
Lending commitments overall rose by 
less than 5% in 1986 to fractionally over 
US$2 billion. A “cut-back in planned in- 
vestments and inability to absorb exter- 
nal assistance efficiently" was blamed. 
While OCR Јоапѕ rose by 7.6% (to 
US$1.37 billion), loans from ADF de- 
clined fractionally to US$633 million. 
Overall disbursements by ADF increas- 
ed by 5.6% to US$412 million, though 
overall loan disbursement rose only 
1,4%. The net transfer of re- 
sources by the bank (disburse- 
ments less repayments) actual- 
ly declined last year. 

Against this background, 
the current high liquidity of the 
ADB — around 69% com: 
‘pared with a required mini- 
mum of 40% — and its OCR 
lending rate (currently around 
8.8%) attracted criticism from 
several countries including 
. Thailand. The ADB argues, 
however, that. liquidity is 
needed to support future dis- 
bursements, and that recently 
it has taken advantage of at- 











REwEWCHARTM. Rays tractive borrowing rates in var- 


ious countries to lock in long-term fund- 
ing. It also argues that because of this 
policy, the average lending rate will de- 
cline for some time into the future even 
if interest rates generally rise. 

The ADB has traditionally provided 
around 3.5% of the total net resource 
flows into the Asian region. At present 
this means around US$2 billion a year in 
















money terms, though with China now a 
member and India borrowing too, the 
bank will have to commit around 
US$3.5.billion a year to maintain that 
contribution to overall resource flows. 
The ability of China and India to bor- 
row is not doubted and with commodity 
prices beginning to show some re- 
. covery, expectations at the ADB are for 
a гіѕе in project loan demand from 
countries such as Malaysia, Indonesia 
and Thailand. But the poorer countries 
of the region will need more money — 
with few strings attached — in order to 
continue development. That is where 
the politicisation of the banK and failure 
to agree so far on.a common policy 
genda for future lending threatens to 



















Hong Kong, gateway 
to tomorrow. 


Banque Indosuez, the only French bank present in Hong Kong since 1895, 
has a stake in Hong Kong's future... and we think it looks pretty bright. So we're 
determined to maintain our longstanding presence in this part of the world, a 
presence based on strong human resources and extensive international expertise. 

Our reasoning is straightforward: today, Hong Kong is the high road to China. In 
1997, the flag will change, and the road may even widen. Hong Kong will always be a key 
to trade with China and a vibrant center of industry and finance in its own right. Today, 
Banque Indosuez's clients will find tomorrow's brilliant opportunities in Hong Kong. 

One of the first foreign banks in China and in 65 countries around the 
world, Banque Indosuez offers clients around the world a world of opportunities. 


BANQUE INDOSUEZ 


Head office 96 boulevard Haussmann - 75008 Paris 


BANQUE INDOSUEZ.A WHOLE WORLD OF OPPORTUNITIE 


Make a kong 


The new Minolta EP410Z Copier with "Quadruple 
Zooming Power’; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality 

Use QZP to enlarge A5-size graphs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos. notes and 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver. 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you 

And if and when your needs demand it, assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure. 

Dont let poor quality 
second-generation 
zooming make a 
monkey out of you 
Get the power: 
Minolta EP410Z 
Quadruple 
Zooming Power. Ask 
your Minolta dealer 










AN QUADRUPLE ZOOMING POWER 


—— EP4IOZ 


MINOLTA CAMERA CO. LTD. Business Equipment Operations 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541, Japan 





See Minolta copiers at: 

Bangladesh Brothers international Lid. National Scouts Bhaban, Inner Circular Road, Kakrail Dhaka Singapore Minolta Singapore (PTE) Ltd. 10, Tebon Gardens Crescent, Singapore 2260 
GPO. Box 767 Phone 400042, 404929 Phone: 563-5533 

HongKong Minolta Hong Kong Ltd. Room 208, 2/F. Eastern Centre. 1065 King’s Rood, Quarry Boy Tolwon Santa Office Machines Corp 11 Fi, 75, Sec. 4, Nanking E Road, Toipei 
Phone: 5-65818) Phone: 715-500! 

Indio Methodex Systems Ри Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Thalland Technical Supply Co, Lid. 1808-1812 Kasemrat Road mper Bangkok 10110 
Phone: 6432475, 6432476 Phone: 249-0199, 249-0294, 249-0092, 249-0359, 249-0345  ' 

Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No 4, Jalan Kilang (51/206), 46050 Australia Océ-Austrolia Ltd. РО Вох 196, 89 Tulip St., Cheltenham, Melb. 3192 
Petaling Jaya, Selangor Phone: 03-7921033 (10 lines) Phone: 584-1011 

Pakistan Allied Equipment Lid. First Floor, Nelson Chambers, 11. Chundrigar Road, G P.O. Box 680 New Zealand Viko Holdings Ltd. 33 Broadway, Newmarket, P.O. Box 220, Auckland | 
Karachi} Phone: 219338, 210146 Phone: 505-449 


Philippines — Topros Inc рро Bidg., Banawe cor. Atok Sts. Quezon City, Metro Manilo 
Phone: 732-14-21, 711-41-13, 71-4145, 711-41-83, 711-41-85, 711-41-87, 711-41-89 
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The Right Touch of Chinese Tradition 


For centuries Chinese artists have created masterpieces with 
the “maubi” the traditional Chinese brush. Meticulously 

maintained, each brush is a precious tool, carefully chosen 
for the softness and boldness of the artist’s touch. 


China Airlines is a part of that kind of tradition. In 
modern wide-bodied jets, skilled teams of flight and cabin 
personnel offer a unique blend of Western efficiency and 
Chinese hospitality. Service that, in itself, is a work of art. 


WE TREASURE EACH ENCOUNTER 


© cuina AIRLINES 


Amsterdam -+ Anchorage + Bangkok * Dhahran * Fukuoka * Hong Kong * Honolulu • Jakarta * Kaohsiung * Kuala Lumpur * Los Angeles 
& РТР Rim s Vals Midas ion Cum Comm alone Onn. - 
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ei get as much pleasure pouri ng it 
for others as І do for mysel g 





_ There’ a General Electric washer and dryer 


You take care of yourself and your family with 
fine-quality clothing. So take care of your clothing 
with high-quality home laundry appliances from 
General Electric. 

^ We offer top- and front-load washers that can 
handle anything from heavily soiled clothes to 
the most delicate garment. And dryers that finish 
the job beautifully. 

Our premier top-load washer effectively 
gives you three washers in one. With the capac- 
ity to handle large, family-size loads. A basket 
attachment for delicates and handwashables. And 
a concentrated spot-scrubbing cycle for very dirty 
or stained clothing. 

We have front-load washers, too. Designed, 
once again, with the flexibility to take on any 
family wash job. With, of course, built-in water 
heating capability, 


GENERAL) ELECTRIC 


General Electric puts more into its home appliances 
to help you get more out of life. 


for every fashionable wardrobe. 


For drying, there's nothing better than advanced 
General Electric dryers. Most give you a wide 
variety of cycles and temperature settings to ensure 
proper fabric care. Some even control interior 
temperature automatically to prevent damage 
from overdrying and shrinkage. 

General Electric washers and dryers. Fashion- 
able design. Durable, easy-to-clean interiors and 
exteriors. Long-lasting components. Convenience 
features engineered to help you spend less time 
on laundry and more time on the things you 
like to do. 

See your General Electric distributor/dealer 
today for the washer and dryer that best fit you, 
your home and the way you live. 


Equatron Pte. Ltd. — Singapore 4666533 

Equatron (M) SDN. BHD. — Malaysia 03-7558322/04-62331 

General Appliance Co., Ltd. — Hong Kong 3-424647/3-963337/5-233715 
Ho Tai Development Co., Ltd. — Taipei, Taiwan, R.O.C. (02) 505-9720 





INVESTMENT 


Name-card trading 


A Japanese company brokers US technology to local firms 


By Charles Smith in Tokyo 


Jm consumers may not have 
much use for US manufactured pro- 
ducts — at least after they have been 
“laundered” by the high-priced domes- 
tic distribution system. But Japanese 
companies do have plenty of use for US 
ideas. This seems to be the lesson to be 
drawn from the successful launch of a 
"technology marriage-broking" service 
between Japanese and US industry by 
en largest independent telephone 
sales company, Shin Nihon Kohan. 

The service consists of a monthly 
magazine, Success Sensor, which intro- 
duces to small Japanese companies a 
range of hi-tech or otherwise novel US 
products and processes, for which read- 
ers can negotiate production or market- 
ing licences if they like what they see. 
Success Sensor has been publishing for 
only one year and has so far had time to 
introduce a total of about 400 technol- 
ogy items to its readers. Roughly 10% 
of these have become the subject of 
two-way licensing agreements, yielding 
what Shin Nihon claims is an “extremely 
decent” royalty income in addition to its 
¥ 10 billion (US$71.68 million) worth of 
annual revenue from telephone and of- 
fice-equipment sales. 

Shin Nihon’s 32-year-old president, 
Hideo Ohkubo, who made his name in 
the early 1980s by E breakin 
the telephone sales monopoly of 
(the recently privatised state telecom- 
munications entity), says he hit on the 
idea for Success Sensor when he began 
to worry about the need to diversify 
Shin Nihon Kohan's own business in 
1985. 

Ohkubo's aim, inspired by reading 
an article in a business fortnightly on the 
dangers faced by small single-product 
companies, was to generate about 3096 
of Shin Nihon's revenue from sectors 
other than telephone sales in which the 
company was already the major inde- 
pendent dealer, but facing 8,000 smaller 
competitors. But new lines of business 
seemed hard to come by in the ultra- 
competitive Japanese market where 
thousands of other small businesses 
were also looking for new оррог- 
tunities. ; 

Armed with this thought, Ohkubo 
made a series of trips to the US where he 
eventually decided that the thing to do 
was to tap US business creativity on be- 
half of other small Japanese companies, 
rather than try to add any one of the 
hundreds of bright ideas he came across 
to Shin Nihon's own basic business of 
selling telephones. 

When he decided to enter the tech- 
nology-broking business, Ohkubo had 


———— a 


no base of any kind outside Japan. But 
the company used a New York head- 
hunting company to recruit a veteran 
employee of a big Japanese trading 
com ap; mo had spent 10 years comb- 
ing the US market for technology to be 
used exclusively within the group. The 
next step was to install a free dial-in sys- 
tem throughout the US to a New York 
office where ideas and products could 
be vetted by an expert staff. The calls 
were slow to come at first, but after 
a wire-service story introducing the 
service had been syndicated in US 
pewepagers, the response grew rapid- 


7 Meanwhile, in Japan, Shin Nihon 
Kohan was able to use its 40,000-stron 

customer base to sell its magazine an 

attract buyers for US technology. A link 
with Sumitomo Bank, Shin Nihon’s 
largest shareholder, was also useful 
since Sumitomo was interested in ex- 
tending its loan business into the small- 
business sector — something which 
could be done more effectively if it 
could offer ideas as well 
as money to prospective 
customers. 


hkubo admits that his 
is not the only tech- 
nology-broking service 
aiming to bridge the gap 
between US ideas and Ja- 
panese manufacturing ca- 
pacity. The Japan Exter- 
nal Trade Organisation, a 
government entity at- 
tached to the Ministry of 
International Trade and 
Industry keeps details of 
tens of thousands of US 
roducts and processes in 
its files in Tokyo. But 
the system is a "passive" 
one and the bulk of the 
material is in English, 
thus inaccessible to small 
companies lacking English-language 
skills. 

Two joint ventures between US 
small-business journals and Japanese 
publishing houses which have tried to 

elp market US products and processes 
in Japan are also providing competition 
for Success Sensor. But Ohkubo claims 
that in both cases what is being offered 
is information without the all-important 
follow-up services provided by Shin 
Nihon. An essential point about 
Ohkubo's approach is that the company 
aims to acquire exclusive rights to the 
Japanese market for a six-month period 
for every item it decides to promote be- 





fore details are 


published in Success | 
Sensor. 1 


This means that any Japanese would- — 


be licencee for a product negotiates ini- - 
tially with Shin Nihon Kohan and only 
ag uently with the US princi- 
pal. 
the process of negotiating deals, as 
Ohkubo claims, it certainly serves to 
generate additional revenue for the 
company. 

The sang of trying to find markets 
in Japan for bright ideas of small 


US entrepreneurs, according to Kenji | 


hether or not this speeds up | 


Sawaki, Shin Nihon's 44-year-old over- | 


seas business manager, is that US com- | 

panies are often not Pp for the | 
to be done be- | 

fore the market can be entered. Very | - 


spade work that nee 


few of the US companies who contact 
Shin Nihon have bothered to take out 
atents in Japan and many baulk at the 
200-300, costs involved in doing 
so. 
Companies that have patented their - 
pou in the US more than one year 


fore attempting to sell in Japan are - E 


barred from obtaining a Japanese pa- 


tent and thus liable to face immediate {| 
copying by Japanese competitors — a l4 


a 


situation in which takers for a technol- 
ogy licence are naturally hard to find. 
Sawaki says dien problems are 
delaying the intr 

Nihon's latest finds — a golf putter fit- 
ted with a prism in which 


target. 
owever, the Japan- 


blame. Small US com- 


om their unwillingness - 
to consider the surface — 
finish of their products as 
a major selling point. 
Unwillingness to provide 


small but irritating prob- - 


for granted, Sawaki 
points out that any 
company trying to pene- 
trate the market for 
a new product will be- 
gin by deluging its poten- 
tial customers with sam- 
ples. 

Whether or not the creativity of 
small US businesses eventually prevails 
over their unwillingness to follow Ja- 
panese business customs, Shin Nihon's 
image as an ideas merchant has already 
won it notoriety. Ohkubo's reputation 
as one of Japan's most innovative small- 
business leaders (combined with a well- 
timed image-boosting TV commercial) 
attracted 4,000 applicants for 100 new 
jobs in the company last autumn. Shin 

ihon also expects to become the 
youngest Japanese company ever to 
gain a stock listing when it enters the 
Tokyo over-the-counter market for small 
companies іп the autumn of 1988. D 


uction of one of Shin - | 


panies suffer in Japan | 


free samples is another | 


lem. In Japan it is taken | 


the player can see his | 


ese system is notalwaysto | 
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John Mulcahy in Hongkong 
"he Hongkong Futures Exchange has 
_ celebrated the first anniversary: of 
Hang Seng Index (HST) futures con- 
satisfied with its first successful fu- 
'ehicle. But the contentment ap- 
Ot to be universal, and con- 
urrounds the inordinate vol- 
f the Stock Exchange of Hong- 
EH, the cash market for the 
contract) on expiration. date for 
onthly futures contract in March 
pri.. | 


















































ity volatility was particularly 

ed on 30 March, the expiry 
Or the same month's contract, 
hen share prices gyrated wildly 
throughout the day, and in the last hour 
alone the HSI swung through a range of 
points, ending 24 points down on the 
у (at 2,774.88), and 44 points lower 
he quote half an hour before the 


the end of April a similar pattern 
ned to be emerging, but the ex- 
ge and the office of the securities 
mmissioner were closely monitoring 
е trading in shares, and their collec- 
-presence may have helped to 
mise volatility. It did nothing for 
€ index; though, which fell 27 points, 
ainst the intra-day trend, and the very 
xt day the market's leading indicator 
70 points, 

e result of the intensive observa- 
п will be a submission by the stock ex- 
аре 10 the Securities Commission 


rification of the exchange's rules, 
einforcing the provision that prices 
m ed on the computer system by the 
:30 p.m. close are inviolate, irrespective 
f subsequent activity in the open out- 
y pit. As the rules now stand brokers 
finalise negotiations on bargains 
five minutes after the official close, 
d continue inserting completed trades 
О the computer system for another 10 
nutes. 
Acting першу commissioner for 
curities, Philip Thorpe, says his office 
“reasonably encouraged” by what 
icials saw on the April expiration 
and “we have been studying the 
1i as it should be and the system as 
may be." Responding to the palpable 
eneck around closing time, which 
s say leads to arbitrary determina- 
ion of closing prices, Thorpe says a set- 
ement price based on an aggregated 
rage for the day had been considered 
at one stage, but was rejected for itsun- 
orthodoxy. 
Опе trader, supportive of the du- 
horities’ attention to problems in the 
tem, says it would make even more 









er this month for an amendmentor а 


The witching hour 


Manipulation mars the success of the HSI futures contract 


sense if a group of professionals from 
different ends of the securities industry 
were appointed to advise on the state of 
the futures market. 
In practice, different prices have 
been negotiated after the formal close, 
sted offers at absurd prices have been 


off, and the index has moved by up to 10 
points in the 15 minutes after official 
closing. These inconsistencies have led 
to confusion and at times costly disrup- 
tions to market order. 

Defending the current system, SEH 
computer manager K. W. Chan says 
closing prices are not derived simply 
from the last posted sales price. Incor- 
porated into the equation are buy and 
sell orders, and in some cases the previ- 
ous day's closing price. 

Since its introduction on 6 May last 





Hongkong Hang Seng index futures and 
(Lots 1000) stock exchange turnover 
380* 


300 


ing at a premium as high as 70 points 
above the underlying index, reflecting 
the exuberant optimism in both mar- 
kets. 

Since then, the premium has nar- 
rowed dramatically, and has even re- 
treated to a discount to the cash market 
at times, reflecting an incredulity at 
prices on the stockmarket. “Nobody can 
afford to ignore the futures market,” 








eyed in seconds before the final cut- 


A TALE OF TWO MARKETS 





whether they are willing to use it or not, 
says Mike McCoy, a director of Hoare 
Govett Asia. 

The hectic activity has brought 
with it some adjustments, such as a 
popular cutback in commissions from 
the HK$100 notionally charged on 
opening and closing a contract. Another 
worthy development has been the onset 
of programme trading, currently con- 
fined. to a handful of larger stock- 
brokers, but which has provided the fu- 
tures market with even greater liquid- 
ity. 

ý Among some less desirable charac- 
teristics has been the appearance of the 
aptly named. “rat trading," by which 
floor traders delay reporting a trade, 
thus skimming a few points off the con- 
tract (at HK$50 a point) before passing 
it on to the client's account. Prin- 
cipals were rightly aggrieved 
when rat trading first surfaced 
months after the. new contract 
was: launched,- but the guilty 
p were told tó study the rule 

ook and no more has since been 
heard on the subject. Yet the 
practice is now believed to be 
rampant. 

Advocates of the futures mar- 
ket contend that its improving 
liquidity in the second half of last 
year was an important contri- 
butor to the expansion in SEH 
turnover from September, and 
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year, the HSI futures contract has estab- 
lished itself as an intrinsic component of 
Hongkong's investment scene. Within 
five months the exchange's prediction 
of an average daily turnover of 5,000 
lots by the end of the first year had been 
comfortably surpassed, and on 9 April a 
record of more than 30,000 lots were 
traded. Daily turnover of 15-20,000 
contracts is now common. i 





or the exchange itself, the enorm- 
ous volume (20,000 contracts is 
equivalent to notional turnover of 
HK$2.6 billion [US$333 million] as- 
suming the index is 2,600) has meant a 
fee bonanza. A levy of 50 HK cents is 
charged on each contract, while the ex- 
change also benefits from a share of the 
HK539.50 a lot fee charged by the clear- 
ers, International Commodity Clearing 
House. н сИ i 
_ At the peak of trading some months 
ago the spot month contract was trad- 
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REVIEWGRAPH by Ricky Hui 








90 conceivably tempers the mar- 
' ket’s traditional volatility. This 
int is moot, considering the 
9% movements that have occur- 
red in single weeks this year, but Fu- 
tures Exchange chairman Kim Cham is 
currently undertaking a study which he 
argues will show the Hang Seng contract 
has had a direct and significant impact 
on the stockmarket. 

The weight of activity has of late 
focused minds less on misdemeanours 
such as rat trading and more on the 
far greater danger of manipulation. Ac- 
cording to one analyst, the extraor- 
dinary plunge: іп share prices on 30 
March was due “85% to manipulation 
and 15% to arbitrage.” At the end of 
April, the analyst reckons, manipula- 
tion was less successful, probably con- 
tributing to 40% of the expiration date's 
movement. - VO 
Opinions on the significance of pro- 
gramme trading in the Hongkong 
market are divided, with brokers 
not directly involved sceptical about 
its success, while several bipger firms 
cl ubstantial i st in full or 

















































— structure and thé people. 
» . tocarry out its strategy; 
. inSirKit McMahon it will 
_ have a Chairman and Group 
Chief Executive of distinction 
and experience. I retire 
. from the Board confident 
. that stronger foundations 
 areinplaceandthata - 
rewarding future 
| lies ahead for Midland.” 


Sir Donald Puron. 
who handed over to Sir Kit McMahon atthe 
Annual General Meeting. 





(——  Pre-tax profits rose from £351m to £434m. 


: Earnings rose from £122m to £242m. 





Post-tax return on equity rose from 6. 876 to 12. 5%. 








: Dividend increased from 25. 5p to 27p. 


Copies of the Annual Report and Chairman’s Statement c ti obtained from: 
Group Country Manager, Midland Bank p. 
35th Floor, Two Exchange Square, 8 Connaught Place H ONG KON G. 
G. R. Ellerton, Group Country Manager, Midland Bank ріс, 65 Chulia Street, 
Pi 48- 01 OCBC Centre, SINGAPORE 0104. 








partial programme trading. James 
Capel, Vickers da Costa, Wardley- 
Thompson, Hoare Govett and Chin 
Tung Securities are among the leading 
operators. 

One theory, proferred by several 
market insiders, holds that the end- 
March fiasco was caused by a major 

Er in the Hongkong market who 
fa sold 15,000 March contracts short, 
and stood to gain HK$7.5 million for 
every 10 points the index declined. B 
comparison, the cost of forcing the cas 
market down on expiration day was in- 
significant. On the March closing date 
Vickers da Costa, Citicorp’s broking 
arm, was conspicuous as a seller of the 
top 20 stocks in the 33-share index at ag- 
gressively low prices. 


IH an era of highly volatile equity mar- 
| Wkets, wild swings are more commonly 
| seen as virtuous than iniquitous, and 
players in the Hongkong market are 
concerned not so much with excessive 
fluctuations as with their manipulative 
| characteristics. One way of combating 
this practice would be to monitor bar- 
gains that are clearly out of line with 
posted bid and offer prices on the com- 
puter system. 

“If such bad trades can be justified 
they should be done during normal 
hours,” instead of hastily recorded sec- 
onds before the 3:45 p.m. deadline, says 
Miles Geldart, a directo: of James 
Capel. At HK$50 a point, an eight- 
point move between the official market 
close and the system closedown a quar- 
ter of an hour later can net a large hold- 
er of say, 5,000 contracts, a profit of 
HK$2 million. 
`~ A year after its launch the Hang Seng 
futures contract is a lively and eagerly 
traded instrument. The emphasis re- 
mains on the immediate month, though, 
with local punters preferring the short 
horizon to a date three months out, 
which can be a lifetime in equity trad- 
ing. The unremitting bull market since 
May 1986 has had another effect — nor- 
mally cautious institutions have been 
dissuaded from hedging their equity po- 
sitions against the possibility of a sub- 
Stantial downturn. 

As the bull market matures, futures 
pundits see the stock index contract 
playing a more traditional role in 
protecting institutional investments 
in a bear market. It is in preparation 
for that eventuality, which would see 
one speculator dollar for every hedging 
dollar, that professionals believe the 
p operations need to be tighten- 
ed. 

The agitation over index futures ex- 
piration days, now dubbed the "single 
witching hour," reflects the intensity of 
the market, by tradition a zero-sum 
game, with a loser for every winner. In 
Hongkong, the witching hour currently 
provides potential winners and losers 
with an opportunity to force a late ad- 
vantage. 


Tightening the rules 


Malaysia sets a new code on takeovers and mergers 


By Nick Seaward in Kuala Lumpur 


Де кеше code on takeovers 
and mergers was approved by Ma- 
laysia’s Trade and Industry Ministry 
and has been in force since the begin- 
ning of April. Industry analysts hope 
that the enforcement of the long- 
awaited code — together with some re- 
cently enacted amendments to the com- 
panies act — will go a long way in curb- 
ing some of the abuses of minority 
shareholders that characterise the Ma- 
laysian corporate scene. 

A 15-member panel has been set up 


to administer the code, headed by Raja- 


Tan Sri Mohar bin Raja Badiozaman, 
the economic adviser to the prime 
minister and chairman of the state- 
owned oil company, Petronas. The 
panel is empowered to reprimand pri- 
vately those who infringe the code, or 
publicly censure them, depending on 
the nature of the infringe- 

ment. In cases ofa flagrant 

abuse, the panel can im- 

pose “temporary or per- 

manent deprivation of en- 

joyment of the facilities of 

a stock exchange as it 

deems fit.” 

In an attempt to close 
any loopholes in advance, 
the panel has enumerated 
14 general principles, the 
first of which states that 
persons involved in take- 
overs or mergers “must 
observe the spirit as well 
as the precise wording” 
of the principles and 
rules. "In areas or cir- 
cumstances not explicitly 
covered by any rule," the 
code states, "the general 
principles and the spirit of the code will 
apply." 

The main thrust of the code has been 
to tighten up the laws against insider 
trading and, in particular, to stop direc- 
tors of companies involved in a takeover 
or merger from dealing in their own 
shares prior to all other shareholders 
being informed of the offer. It also 
seems to come down against the *poison 

ill" defence by companies seeking to 
rustrate an unwanted offer. 

Would-be corporate predators will 
now find it extremely difficult to take 
over a company without the minority 
shareholders learning of these inten- 
tions first.. As soon as a board becomes 
aware of a firm intention to take over its 
company, it now has a duty to inform 
the press “without delay.” And in the 
event of any untoward movement in its 
share price "in any situation which 
might lead to an offer being made, whe- 
ther welcome or not," the board must 


make an immediate announcement, re- 
uesting the suspension of trading in its 
shares if necessary. 

Within 35 days of that announcement, 
an offer document must be distributed 
to all shareholders, which may not be 
withdrawn стаса with the permission 
of the panel. The document must be 
compiled with the same degree of accu- 
racy as if it were a prospectus issued 
under the terms of the 1965 Companies 
Act and it must contain four pieces of in- 
formation supplied by the offeror: 

» Whether it intends to continue the 
business of the offeree company. 
» Its plans regarding redeployment of 
the fixed assets of the offeree company. 
» The long-term commercial justifica- 
tion for the offer. 
» Its intentions with regard to the con- 
tinued employment of the employees of 
the offeree and subsidiary 
companies. 
ne of the most pre- 
cisely worded rules relates 
to the shareholdings and 
dealings in offeree and of- 
feror companies by their 
directors and/or people 
acting in concert with 
them. — Cross-sharehold- 
ings by directors and their 
accomplices must be de- 
clared and if any of those 
persons have dealt in the 
shares of either offeror or 
offeree within a 12-month 
riod prior to the offer, 
full details — including the 
rice — must be declared 
in the offer document. 
Under the new code, 
offers become mandatory 
when an interested party acquires more 
than 33% of the voting rights of a com- 
pany, or when an interested party al- 
ready holding more than 33% but less 
than 50% of a company's voting rights 
acquires a minimum additional 295 in 
any one 12-month period. The excep- 
tion here is when the Foreign Invest- 
ment Committee decides that a manda- 
tory offer would not be in the national 
interest. 

Finally, the code has attempted to 
make it very difficult for a board to fight 
off a bona fide, albeit unwelcome, take- 
over offer by adopting the same sort of 
poison-pill defence used by many US 
corporations over the past few years. 
The code states that once an offer has 
become imminent, the board of the 
target company must not — without the 
prior approval of a shareholders' meet- 
ing — dispose of any assets or enter into 
contracts other than in the normal 
course ofthe company’s business. D 
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What The Professionals Say: 


A timely, interesting and thoughtful 
ysis of Asian stockmarkets. Anthony 
ley's book makes an important А 
tribution to understanding this dynamic 
ion” ; 

bert Hormats, Director, 

dd man Sachs International, New York. 


“With this book Anthony Rowley, one of 
most experienced financial journalist 

ets a long-felt need for a definitive report 

Asian stock markets.” 

Mark Mobius, President, 

national Investment Trust Company, 





SA very readable and important book. 
rities markets are only now being 














ecognised ава principal source of domestic 


d foreign financing to help solve the 


wth. Anthony Rowley deserves applause 
i the financial community for producing 

пе, if not the first, book on this subject.” 

Javid Gill, Director, 

pital Markets Department, International 

lance Corporation, Washington D.C. 
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where he wrote on finance and investment. 
: His first book, “The Barons of European 
Industry," was published in London by 
Croom Helm in 1973. The author is пош. 
based in London as the Review's Intetna- 
ienal Finance Editor, “Anthony: Rowley 
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BORROWINGS 


Topping up the coffers 


Nepal gains more project funding from aid donors 


By Kedar Man Singh in Kathmandu 


Aou Ds не has absorbed less 
than 50% of its available foreign aid 
in fiscal 1986-87 (ending mid-July), its 
aid partners have promised to almost 
double the amount in the coming fiscal 
year. Nepal's Minister of State for Fi- 
nance Bharat Bahadur Pradhan, who 
headed his country's delegation to the 
Nepal aid-consortium meeting in Paris 
on 26 April, said on his return that the 
donor nations had pledged US$570 mil- 
lion in aid for the next fiscal year com- 
pared to the US$307 million made avail- 
able in the current year. 

The aid-consortium meeting was 
held under the sponsorship of the World 
Bank, with 23 countries participating, 
including the US, Japan, West Ger- 
many, France, Switzerland and, for the 
first time, Finland. Representatives of 
international institutions, including the 
Asian Development Bank, the UN 
Development Programme, the UN 
Food and Agriculture Organisation and 
the World Health Organisation, were 
also present to hear a report by Nepal 
on the utilisation of aid in the past year 
and possible future projects, especially 
for improved availability of electric 

wer. 

The Nepalese delegation lobbied for 
assistance for the construction of the 
Arun З project, a 402-mW hydroelectric 
power station in the region of Mt 
Everest that is to be built in two phases 
at a cost of US$518 million and which 











will produce power costing 3 US cents a 
kWh on completion in the mid-1990s. 
The power-station project also includes 
the construction of a 71.8-mile-long 
mountain road at a cost of US$33.06 
million to connect it with Dhankuta, 
and both the World Bank and West 

Germany have promised assistance. 
Nepal also asked the donor nations 
for help in setting up indus- 
tries based on indigenous 
raw materials. In particular, 
it sought aid for the construc- 
tion of a cement plant with a 
daily production capacity of 
800 tonnes at Udayapur, 
some 70 km southeast of 
Kathmandu. Japan has 
promised a long-term loan of 
US$130 million at a nominal 
interest rate for the plant. A 
joint-investment agreement 
with India, signed in 1978, 
for construction of the same 
cH has never been ful- 
illed for a variety of rea- 
sons, including high interest 
rates and difficulties in co- 
operating with New Delhi. 
A senior official of the Ministry of Fi- 


‘nance told the REVIEW that of the 


US$570 million committed in aid, 
US$430 million would be utilised for 
development projects. Of the remain- 
ing US$140 million in non-project aid, 
he said, US$17 million was for food aid, 


















US$12 million for non-food com- 
modities and US$65 million for techni- 
cal assistance, with the remainder for 
miscellaneous uses. 

The official attributed the under 
utilisation of aid in the current fiscal 
year mainly to government delays in 
oing ahead with the construction of a 

$$326 million, 66-mW hydroelectric 
power project at Marsyangdi, 80 km 
west of Kathmandu. This, in turn, had 
delayed the disbursement of grants 
financing the project. 

To overcome such weaknesses, the 
government is implementing a medium- 
term structural adjustment programme 
that sets a number of goals to be 
achieved over the next five years. An ef- 
кмәмн fort is being made to reduce 
the budget deficit to Rs 800 
million (US$36.5 million) 
by fiscal 1990-91 from Rs 
1.36 billion in the last fiscal 
year, partly through squeez- 
ing bank loans to both the 
public and private sectors. 

To boost annual econo- 
mic growth to a target of 
4.5%, the government is 
undertaking several initia- 
tives designed to increase 
both industrial and agricul- 
tural production while at 
the same time introducing 
export incentives for busi- 
nessmen to increase foreign- 
exchange earnings. Nepal 
also hopes to lower annual 
population growth to 2.2% from the 
current 2.66% over the period. 

The World Bank has created struc- 
tural adjustment loan facilities of 
US$50 million for the next five years to 
assist the government in achieving the 
goals it has set. u 
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@ HAS the normally hard-headed Ma- 
laysian Treasury gone soft? It seems so, 
succumbing as it has to the self-interest 
| and influence of the International Fi- 
-| nance Corp. (IFC — the World Bank 
| arm which is supposed to promote 
| equity, not inequity); Merrill Lynch 
MT pe despite its recent US$250 mil- 
( ‘lion hammering, is hardly one of the 
- world’s deserving poor); Morgan Stan- 
© ley (whose recent effusive, if not always 
| accurate, enthusiasm for Malaysian 
| stocks has previously been noted in this 
| column), and Arab-Malaysian Mer- 
| chant Bank (which knows when it is on 
| toa pee thing): 

К: ay sees the launch of The Malaysia 
| Fund Inc.. the first closed-end fund spe- 
| cialising in Malaysian securities to be 
| launched on the New York Stock Ex- 
change. Demand for the 5 million 
| shares. to be priced around US$12, has 
| vastly exceeded supply and should en- 
| sure that the shares are soon trading at a 
| premium, enabling those favoured with 
an allotment to turn a quick profit. 

| . Nothing wrong with that. Except 
| that this one, singularly favoured fund is 
| being Cue subsidised by the tax- 
| payers of Malaysia and is being offered 
other benefits not on offer to others. 

= The fund will get a rebate of the 
| whole 40% imputed tax assessed to 
-| Malaysian corporations on dividends 
16 E. It will also get exemption from the 
| 0% withholding tax on interest paid to 
| non-residents. And it will have favour- 
3 ed access to blocks of shares being sold 
3 














Бу the Treasury or the National Equity 


e. THESE concessions should not meet 
| with favour amosa Malaysian tax- 

ED. who can only get dividend re- 
. bates when their marginal tax rate falls 
ы below 40%. And they should positively 

infuriate the foreign individuals, funds 

and institutions, who have for years 

been investing in the Malaysian market 

without a whiff of a tax rebate, and still 
will not get one. It is these foreign 
| buyers from Singapore, Hongkong, 
| London and even New York, who have 
. | recently been instrumental in reviving 
-| the Kuala Lumpur market at a time 
- |. when local investors have been strapped 
‚| for cash by the commodity recession. 
kl Malaysia may consider it in its na- 
^| tional interest to encourage a wider 
_ | spread of foreign portfolio investment 
— even though it already has probably 
the highest rate in the world after Singa- 
pore. But it would be wiser not to find it 
necessary to bribe institutions with one- 
off tax concessions. 

If Merrill Lynch and Morgan Stanley 
have hitherto missed out on the oppor- 
tunities offered by the Malaysian mar- 
| ket — thanks to their own ignorance or 
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whatever — they should be left to stew. 
Likewise US institutions which insist on 
tax rebates if they are to invest in an 
"unusual" market where others have 
happily invested for years. 

With dividend yields in Malaysia 
only around 3.5%, the tax rebate will 
not make a vast difference to fund in- 
come. But the principle is important to 
Malaysia’s long-run reputation. It is 
particularly astonishing to find an inter- 
national institution like the IFC in- 
volved in such a special deal, however 
profitable it may be to underwrite. 

It was bad enough when the IFC re- 
ceived a special concession in Thailand 
to keep its Thai fund free of withholding 
tax on dividends paid to foreign invest- 
ors. As both markets have always been 
open to foreigners — unlike Taiwan or 
South Korea, which can only be access- 
ed by favoured funds — there seems no 
good reason for one-off concessions. 
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But the Malaysian case is far more seri- 
ous as it strikes at the basis of the coun- 
try's tax system. 

€ AS a journalist, Shroff has always 
been wary of those with special business 
interests who promote these in media 
columns, even when they declare them. 
Duncan Mount of fund managers, 
Gartmore Hongkong, enjoys the 
privilege of a бла сла column іп the Sun- 
day Morning Post entitled Investors 

ia 


In his column Mount regularly rec- 
ommends situations, particularly high- 
risk ones, in which his funds have 
significant interests. Readers of the col- 
umn would have little difficulty in de- 
ducing that Gartmore is heavily in- 
vested in Hongkong Land warrants (in 
fact a remarkable 7.6% of its relatively 
conservative Hongkong Fund) or New 
World warrants or Sun Hung Kai Prop- 
erties warrants. 

@ OVER the past six months, more 
than half of Mount's columns have 
given favourable, in many cases raptur- 
ous, mention to Crusader Investments. 
Crusader is an associate of Lee Ming 
Tee's Sunshine Pacific and has been 
listed since March 1986. It has been pro- 
moted mainly on the basis of its soon-to- 
be-completed acquisition of gold mining 
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leases in Brazil from a private Hong- 
kong company called Chience which 
is owned partly by Northern Terri- 
tory Resources (NTR), the owners of 
which, in turn, include “clients of 
Gartmore Fund Managers." These in- 
clude Oriental Ventures Trust (a success- 
ful and admittedly speculative fund) 
with 1296 of its assets in NTR and own- 
ing 6% of NTR. 

The largest shareholder (with 68%) 
in Chience is another Hongkong private 
company, Fiscal Advantage Co. 
(FAC). Its shareholders are said to be 
"not associated with Crusader" — to 
quote the April acquisition document. 
But the registry. shows that John 
Richardson (ex-Hutchison managing 
director) who is soon to come on to the 
Crusader board, joined the FAC board 
in February. 

It is not possible to estimate the total 
interest of funds and trusts (public and 
private) managed by Gartmore and the 
interest of any Gartmore employees in 
the Crusader situation. But Oriental 
Ventures alone has 28% of its assets in 
Crusader and NTR. It also has a further 
6*6 in Graeton, an Australian company 
which itself has a large stake in 
That the involvement in Crusader war- 
rants and shares is massive and — by vir- 
tue of the warrants — highly speculative 
is beyond dispute. Two ое funds 
alone had, as of December, 13% of 
Crusader warrants. A further 12% of 
Oriental Ventures assets are in other 
Lee Ming Tee companies — Sunshine 
Pacific Allied Overseas and Hsin Chon 
Properties. These investments are in ef- 
fect substantially owned by Hongkong 
pension funds through the Gartmore 
Managed Trust, which owns 78% of the 
Hongkong Trust and 35% of Oriental 
Ventures. 

In these circumstances, the propriety 
of the repetitive Фе ing of certain 
highly geared and highly speculative 
situations in Investors Diary might be 
worthy of a query or two from the Secu- 
rities Commission. 
© SHROFF wonders, too, how closely 
those responsible for overseeing the 
management of funds held in trust do 
their work. Another area of interest is 
the private companies in which Gart- 
more funds have been invested. These 
include HK$6 million (US$769,231) 
said to be invested (according to its au- 
dited December 1986 report) by Orien- 
tal Ventures in Platinum Mines Ltd. 
This company only acquired its name in 
Logg he 87, has a nominal capital of 
HK$10,000, only two nominee share- 
holders and, as of May 4, no directors! 
For the good of widows and orphans, 
Shroff trusts there is more substance to 
Platinum Mines than meets the eye. 
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we can offer you the finest range of buildings, 
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Playing our part in the space probe: 
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requiring high precision bearings... created by sophisticated computerised designing. .. 





universe of bearings. 





and knowledge of the bearing s micro world. 


The Space Shuttle has truly added a new dimension 
to space technology- a horizontal one. 

During the 30 minutes after re-entering the earth's 
atmosphere, the craft slows from an orbiting speed of over 
17,000 mph to just 215 mph. Then the Shuttle simply glides 
in to touch down like any ordinary aircraft. 

Every component can make the difference between 
success and failure. The Shuttle’s two turbine auxiliary 
power units operate the landing gear and crucial braking 
devices. Both depend on two SKF angular contact ball 
bearings durable enough to withstand the stress of turbine 
wheels turning 900 times a second. 

The body flap’s tight aerodynamic contraints place 
additional demands on SKF. To reduce the Shuttle’s weight 
and provide for increased payload capacity, we devised 
three unconventional yet highly effective bearing units; 
designing outer rings, rollers and cages — and using the shaft 
itself as the inner ring. 

As new refinements in space exploration pose new 
challenges for anti-friction components, so SKF continues 
to uncover more and more about the high-tech universe 
of bearings. 


Down to the micro-world of the bearing 





Our search for new answers takes us deep into the 
micro-universe of the bearing - where micro-changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%, 

For this, high standards of metal- working precision 
are required - and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life and 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

Our search for new answers and finer energy- 
saving precision continues. Like the Shuttle we're on a 
constant voyage of discovery. 


SKE Theexact bearing. 
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The Dynasty Singapore. A soaring pagoda where you can enjoy traditional 
An hotel so distinctive millions of tourists take its photograph every year. 


Shouldn't you be in the picture? © dy тна 
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The engines are rewing up, the drinks are being served 
and youre about to fly the “Friendly Skies” of United 
Airlines. Be sure to ask for your copy of the Far Eastern 
Economic Review. Available on all United flights from Asia 


Reading the Review will make the skies seem even 
friendlier 


UNITED AIRLINES 


You're not just flying, 
you're flying the friendly skies. 
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“1 1984, of the Philippine sugar 










| AGRICULTURE 


| By James Clad in Manila 


isguised as an “aide-memoire” of 
helpful suggestions, the World 
Bank has handed the Philippine Gov- 
nt a tough check-list for the sugar 
ie confidential paper, which 
nila officials received on 17 March, 
a long-expected sectoral ad- 
loan for the industry — but 
only "after the government has taken [a 
“| number of specific] actions.” 

< Prepared by S. Z. Husain, a senior 
economist at the bank, the 16-page 
| paper details various departmental re- 
' sponsibilities for those “actions.” More 
pointedly, the paper carries an annex of 
| detailed monthly and even daily deci- 
sions needed to get the long-discussed 
Sugar Rehabilitation and Diversifica- 
tion Programme (SRDP) off the 
ground. “It was like getting a homework 
assignment from the teacher," one 
Philippine official commented. 






No sugar-coating 


| Manila gets a strong directive on its major export crop 





At stake is an adjustment loan of as 
“much? as US$300 million to. 
rationalise Philippine sugar pro- 
duction and processing, write off 
sugar loans which are in arrears, 
help achieve a limited redistribu- 
tion of sugar land, reduce the 
amount of sugarcane land and di- 
versify cane processing, and reor- 





the Philippine Sugar Commission (Phil- 
sucom) and National Sugar Trading 
Corp. (Nasutra). 

» End politically motivated dithering 
over the fate of both the privately 
owned RPB and the Sugar Regulatory 
Authority (SRA), which the report says 
should be scaled down. 

» Abolish all remaining sugar produc- 
tion taxes or charges. 

And that is just the beginning. The 
bank wants the RPB, now snarled in a 
complicated tussle over ownership, to 
be restructured "independent of resolu- 
tion of the ownership issue." 

“If RPB.is to continue to operate, it 
would need to be restructured regard- 
less of whether RPB is private or public 
. . cit is costly to the economy for КРВ 
to continue as it is — to accept public de- 
posits, [and] carry its overhead. while 








not being in the position to lend or take 
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operating decisions which are finan- | 








bankrupt sugarlands — the issue : 
rectly affects the family of Presi 

Corazon Aquino, which holds substan 
tial sugar cane acreage in Central Luzon 
(REVIEW, 26 Mar.). It urges “a decision 
on land redistribution in sugar areas, 
particularly redistribution of foreclos 

ble lands, in the form of a presidentia 
Executive Order which should either 
exclusively cover sugar areas or cove! 
sugar within the framework.of the gov 
ernment's br 
ramme.” Up 
as argued that. re 
should occur o 
























“relates to land for 
[commercial] banks; t 
ment decision neede 
price at which it will! ер: 
land from the banks and ind 
The bank's most recent. sugar si 
mission (16 February to 17 Mar 
found that many appraised values 
sugarlands “may have been inflated a 
the current market values coul 
much lower than the appraised уай 
In addition, the bank «calls . 
another executive order to settle 
“valuation principles and proce 
dures. The valuation guidelines 
are crucial to foreign donors ask 
ed.recently to help fund a lang 
reform programme (REVIEW 
Mar.). "Once this is done 
next step is a decision on. 
for selection. of beneficiar 














^ganise the cluttered regulatory 





framework for the sugar indus- 
try 


maximum area to be dist 
per beneficiary family; am 








Whatever loan amount is fi- 





“nally approved, the SRDP must 





first respond to the collapse, since 


tion terms for beneficiaries, an 
arrangements for input suppl 
and credit to beneficiaries,” 
paper says. 
Ironically, the bank finds fau 
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industry. Sugar is one of the 
country’s most important for- 
г eign-exchange earners, bringing 
in an average of 12% of annual export 
receipts in the period 1972-82. During 
the same period, the industry employed 
500,000 workers, 90% in cane produc- 
tion and 10% in processing. 

Since 1984, though, sugarcane ac- 
reage, sugar production and sugar-re- 
lated. employment һауе fallen drasti- 
cally as collapsing prices and financial 
problems hit the industry. 

The aide-memoire sets out the 
bank's requirements for a speedy pro- 
cessing of the loan, including a formal 
appraisal mission in late May or early 
June. The bank wants overall adminis- 
trative responsibility for the SRDP to go 
to the Department of Agriculture and 
Fisheries. 
^s Specifically, it wants the government 
to take the following steps: |. 
» Sell the National Sugar Refinery 























Planters Bank (RPB). 
ke uj naini ies of 


Corp., now on the books of Republic 





*Average may not compute because of rounding. 


cially sound, but which threaten the face 
value of its capital," the bank says. 
J ust as sensitive is the call for an end 

to stalling over the fate of the 14 mills 
charged as security to the bad-debt- 
plagued Philippine National Bank 
ENB) —- the country’s largest bank. 

e aide-memoire foresees the closure 
of some non-viable sugar mills (fore- 
closed by PNB) in the near future to 
rationalise an industry plagued by ex- 
cess capacity. SRA, which holds a still 
undisclosed equity in Philsucom, must 
“investigate the present status of Phil- 
sucom assets and liabilities . . . and de- 
termine and settle SRA’s obligations,” 
the bank says. 

The paper’s most politically sensitive 
sections turn on the redistribution of 








Spiked petrol plans: page 92. 


REVEWIABE RES") touches on land redistribu' 


with one of the few executive: 
ders Aquino has issued wh 


Under the so-called EO114, the pr 
dent has put aside P487 milli 
(US$23.76 million) towards dischargin 
outstanding accounts on -Nasutra 
books by requiring debtor planters an 
millers to accept redistribution of the 
lands according to, a procedure b 
debated by the government's 60-3 
Task Force. 
The task force, created in Augus 
1986, urges cane-land owners to acce 
retention of 60%, leasing out of 30 
and alienation of the remaining 10% 
their encumbered lands. The bank dis- 
agrees with this approach. “Nasutra’s 
unpaid obligations are government [re- 
sponsibilities]," it says. "In fairness t 
sugar producers, [it] should not be 
linked to any land reform programme." 
Instead, the bank suggests pulling 
planters into a process “whereby a part of 
the land would be given up for sale to t 
government in partial or full settlement 
of planters’ crop loan accounts.” | 
























































































































A combination of government inertia 
and conflicting advice from the 
World Bank has stalled a comprehen- 
Sive plan to use Philippine-made alcohol 
as a substitute for lead additives in pet- 
| rol. Although motivated mainly as a res- 
| cue operation for the country’s depress- 
ed sugar industry, even the plan’s oppo- 
| nents accept that ideas advanced in a 
_ | June 1986 “task force on alcohol" plan 
| could save foreign exchange, revitalise 
— | moribund sugar mills, create new em- 
_ | ployment and reduce lead pollutants in 
the atmosphere which pose a health 
hazard for millions of Filipinos. 
| Inessence, the plan aims over three 
years to replace tetraethyl lead now 
- added to petrol in the Philippines with 
| anhydrous alcohol made from sugar- 
| cane. But despite task force chairman 
| Ting Vicente's advice to Trade and In- 
| dustry Secretary Jose Concepcion on 27 
| June 1986 that “all the private sector — 
| consumer, sugar planter, 
| miller, gasoline producer 
| and distiller” — had en- 
| dorsed a National Alcohol 
— | Programme (NAP), 10 
months later nothing has 
. happened. 
rom a public health 
viewpoint, the case for re- 
ducing lead additives in 
pro is self-evident. 
tudies suppressed during 
the previous Marcos gov- 
ernment showed that child- 
ren living beside Manila's 
major roads have lead 
levels ranging from 20-30 
ug/d! (a measurement of 
— | lead particulates in the 
| blood); a reading of 20 ug/ 
dl or above is grounds for 
| immediate treatment or 
| hospitalisation in de- 
veloped countries. Lead 
poisoning can result in 
mental retardation, lung and kidney 
damage and/or hypertension. 

Not surprisingly, the sugar industry 
wants the NAP to go ahead. They have 
_ embraced similar ideas before: after the 
. 1979 oil price shock the Marcos govern- 
. ment commissioned a study for a type of 
alcohol/petrol mix to power the coun- 
try's motor vehicles. The Japanese Gov- 
ernment offered credits and the Japan- 
ese firm Marubeni seemed set to win 
distillery contracts. But allegations of 
personal gains made by several involved 
in the study put a halt to the plan. 

With the sugar industry chronically 
depressed in the mid-1980s, the idea has 
regained vigour. Fuel alcohol would 
come from sugarcane juice and molass- 
€s processed in distilleries attached to 
many of the Philippines' 41 sugar mills. 
Under the NAP they would supply 130- 




















"3 


| 


“ 


| Spiked petrol plans 


| Manila hesitates ona programme to produce alcogas 





150 million litres of alcohol annually to 
achieve a 1:9 alcohol-petrol mix by 
1989. With this blend, lead levels in pre- 
mium petrol would fall from 0.65 gm/ to 
0.14 gm/, while in regular petrol grades 
they would drop from 0.16 gm/ to just 
0.028 етл. 

The lead content in Philippine pre- 
mium petrol routinely surpasses by 
30096 the permissible limits in most 
European countries. Britain allows 
0.15% gm/I for all grades, while in Asia, 
Malaysia's limit of 0.40 ртЛ for all 
grades, and Hongkong's, 0.25 gm/l, 
stand well below Philippine standards, 
the task force reports. And compared to 
Japan (0.20 smi for all ades), Philip- 
pine lead levels are 325% higher. 

Given the substantive studies show- 
ing lead poisoning in the Manila area, 
especially among slum children, many 
think the government should move im- 
mediately to introduce the alcohol addi- 

QONEY TA tive. By some плос, 
7.2 million Filipino child- 
ren reside in urban areas 
where the threat of lead 
poisoning is the most seri- 
ous. 

The original draft of the 
NAP targeted January this 
year for the start of the 
programme, relying on a 
three-year phase-in with an 
initial 5% blend achieved 
by the end of 1987. The 
NAP aimed at a price of 
P6.50 a litre by 1989. Yet 
this price, when presented 
last year, left lead additives 
a cheaper option. If crude 
oil stays at or below an 
average US$18 a barrel on 
the international market, 
and if current retail petrol 
prices are maintained, al- 
cohol-petrol blends could 
be P0.05-0.10 more expen- 
sive per litre to the producer than pure 
petrol. 

But if oil prices are sustained above 
the US$18 mark, as they have been re- 
cently, "alcogas" becomes no тоге 
costly than the pure fuel product. 

Another issue is that the government 
stands to lose about P370 million a year 
in petrol taxes while gaining less than 
P100 million from the programme. 


Si: millers add that the slightl 





higher cost of alcogas loses e i- 
cance if weighed against the benefits of 
the new blend. Apart from the di- 
minished threat of lead poisoning, these 
include the renewed utilisation of sugar 
mills now destined for mothballing 
under World Bank-inspired plans to 
rationalise the sugar industry; incre- 
mental employment of about 100,000 


workers and direct benefits to 500,000 
more, and reduced foreign-exchange 
outflow for lead additives. 

The original NAP paper, written be- 
fore the recent slide in the US dollar and 
rise in petroleum reet. said up to 
US$17 million could be saved. Signifi- 
cantly, the plan's authors point to al- 
cogas' "counter-insurgency potential"; 
boosted employment in sugar-growing 
areas such as Negros island will lessen 
the attraction there of the insurgent 
communist New People's Army. 

The plan's advocates say other op- 
tions for petrol additives, such as to- 
luene, a high-value by-product from re- 
fining crude oil, would cost too much. 
Shell Oil, a major oil supplier to the 
Philippines, says it would need US$150 
million to extend its locally based crude 
oil cracking plant to make enough to- 
luene. Using alcogas will also eliminate 
engine "knock" and make car motors 
run better, supporters claimed in a 13 
October 1986 memo to Concepcion. 

Despite such strong selling points, it 
seems no one yet in the government has 
bought the plan. A meeting summoned 
by Agriculture Secretary Carlos 
Dominguez on 26 April reviewed the 
NAP. But it still has not reached the 
cabinet's agenda paper, despite assur- 
ances from Concepcion to the industry. 

The NAP receives no mention in a 
12-page letter sent by Finance Secretary 
Jaime Ongpin to IMF managing direc- 
tor Michel Camdessus which included a 
recitation of suggested sugar-sector re- 
forms. The letter was written on 10 
March, just a week before the World 
Bank gave the Philippine Government 
its checklist on sugar-industry reforms. 

Sources said Ongpin has told SRA 
chairman Arsenio Yulo that he can live 
with the drop in petrol taxes, and the 
NAP's proponents see little opposition 
from others in Ongpin's department. 
This is not the case however, with the 
World Bank which takes a dim view of a 
pu^ motivated primarily by a desire to 

eep sugar mills working ata time when 
world sugar market forecasts point to 
rationalisation, which would mean the 
arti of perhaps half the Philippine 
mills. 

The bank's advisers doubt whether 
Philippine distilleries can match the effi- 
ciency of successful Brazilian plants, 
though NAP advocates such as the 
Manila-based Asian Alcohol Corp. dis- 
pute the data, saying that like is not 
being compared with like. And even if 
the economics of survival lie behind the 
sugar planters’ new-found anxiety 
about lead levels in children, the prob- 
lem is real. 

Yet the government seems to be hav- 
ing a difficult time resisting bank advice. 
Many involved in the exercise see the 
government, caught between World 
Bank market-methodo and a press- 
ing need to keep mills going, reacting in 
a predictable way: paralysis. 

— James Clad 
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Record profité жа {һе teins tio 
. Action Bank. — 


*Record profits in 1986 have again 
shown that the NatWest Group is one of 
the most successful banks in the World" 


Lord Boardman, Chairman 


National Westminster Bank PLC the increasing liberalisation ofthe world's s leading 


NatWest is now represented in 37 countries, and 
has strong links with many of the world’s leading 
corporate institutions. 










Financial Highlights 1986 

‘Pre-Tax Profits £1011m US$1,494m 
‚ Capitaland Reserves — £4,6651m  — US$6,842m 

Total Assets £83,325m US$123,113m 


£=USS14775 





By building long-term, lasting relationships with 
our customers, we can ensure that we are always well 


placed to provide the international financing many of | 


them need. And, as:-more and more international 





AUSTRALIA: TELEX 177326 - BAHAMAS: TELEX NS20111- BAHRAIN: 
TELEX 6294 . BELGIUM: TELEX 21208 - BRAZIL: TELEX 2130051. CANADA: 
„ ДЕ-ЕХ 06-22572- FEDERAL REPUBLIC OF GERMANY: TELEX 418500 
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companies look to the world's capital markets : 
for their financial needs, we are ready. to provide 1 
right solutions. : 


During 1986 we moved PN to capitali ^0 


financial centres, and have strengthened our 
international business. 


We opened a new representative office in Seo 
South Korea, to enable us to play our part in finan: 
the economic development in Korea. We are also - 
continuing to develop our business links with the 
People's Republic of China, through our team in 
Hong Kong to give us a stronger and more epa : 
coverage of that market. 

Fora complete review of NatWest's activities E 
1986, 8 complete and return the pai below. 


Shell Tower, 50 Raffles Place, Кыр 0104. 
Please send me a copy of the NatWest Annual Report 1986. 
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ROJECTS 


aiwan’s ‘preferential treatment’ 


y Michael Westlake in Taipei 


oves to help reduce Taiwan’s giant 
'& trade surplus with the US by giving 
S companies preferential considera- 
on in bidding for 14 major infrastruc- 
rojects in Taiwan, announced 
the annual budget (REVIEW, 2 
, have met with somewhat mixed 
ons from Taiwan and US officials. 
in each case, part of the reaction has 
n the opposite of what might have 
n expected. 
According. to official Taiwan Gov- 
ment: figures, bilateral trade be- 
the US and Taiwan has shot up 
US$100 million ір 1954 to US$19.5 
on in 1985 — but, with Taiwan-to- 
trade from 1981-84 growing at 
% and Taiwan's US-sourced im- 
growing at only 2.0275 over the 
me period, the US trade deficit for 
85 hit US$10 billion. 
n 1986 the US trade deficit with 
van soared to US$13.57 billion, and 
he first two months of 1987 it grew 
"o Over the year-earlier period to 
ach US$2.34 billion (REVIEW, 26 
.). Washington leaned on Taipei to 
ow the NT dollar to appreciate faster, 
d the Taiwan Government was direct- 
by President Chiang Ching-kuo to 
k faster on finding ways to liberalise 
id internationalise Taipei's trade and 
ancial policies to reduce the US pres- 
re on the currency. 
_ The announcement that US com- 
panies could be given preferential treat- 
































Hollow gift boxes 


is largely cosmetic 


amounts of procurement remaining in 
the 14 projects will help to alleviate the 
present congressional ill will towards 
Taiwan. He said: “Itis an intensely seri- 
ous problem, and we have to tackle it on 


every front.” : 


Using one of the 14 
billion’. (US 


NT$90. 


rojects — the 
.69 billion) 


Taichung thermal power plant, due for 
completion in 1993 — as an example, 









Craven said part of the project involved 
an order for US boilers worth US$97 
million, the biggest boiler contract in 
the world in the past five years. At only 
3.6% of the entire project’s cost and 
only 0.7% of the 1986 US deficit, it 
might seem a drop in the ocean to 
Taiwan officials, but Craven said it 
was a giant order for the US com- 







































3-1 New olefin plant 













3-2 Liquetied natural gas receiving 
terminat 

























































nt over the 14 major projects 
rth a combined total of NT$912.68 
on (US$27.28 billion at end-1986 
ange rates), and with completion 
es ranging from 1988 to 1999 — thus 
emed a logical extension of measures 
eady in train. But, according to an of- 
ial at Taiwan’s Council for Economic 
Planning and: Development (CEPD), 
which is attached to the Prime Minis- 
ler's Office, the move is largely cosme- 
t present, and its real value will only 
be seen in its extension to subsequent, 
-yet unspecified projects. 
5, The reason, according to the official, 
who asked not to be named, is that most 
of the planning and consulting stages of 
resent 14 projects are already over, 
| most of the procurement contracts 
1ave already been signed. And though 
some of the projects already involve buy- 
ng from US companies, for others the 
US could not offer realistic alternatives 
о Japanese or European equipment. 
But according to Stephen Craven, 
'hief of the commercial unit at the Ame- 
ican Institute in Taiwan (AIT-Wash- 
ngton's unofficial diplomatic represen: 
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1152 wenofnortheastern Taiwan 


Developmentofthecoastalscenic | 




















project 
13-1 Taiwan University Hospital 
and its medical college 





13-2 improvement ofthe Veterans 
General Hospital 





13-3 Establishing a veterans hospital 
in Kaohsiung. 





134 Establishing a medical school at 
National Cheng Kung University 








ative), even the relatively small 





43:5; improvement ot existing madicat 
facilities at tha grass-roots level 















$ tractive. 






pany concerned — a company which 
might otherwise be adding to the con- 
gressional lobby to put pressure on 
Taiwan. 

The CEPD official argued that for 
many of the projects — which involve 
power, oil and gas, telecommunica- 
tions, railways (above. and below 
ground) and highways; a mass transit 
system, flood control, water resources, 
ecology and tourism, waste disposal, 
medical саге and» grassroots develop- 
ment — there was no realistic economic 
alternative to sourcing away from the 





For instance, he said : economic 
reasons led to procurement from Japan 
for the third phase expansion of China 
Steel Corp., to bring annual production 
capacity from 3.25 million tonnes up to 
5.65 million tonnes by early 1988. Also, 
railway equipment had in the past been 
bought mainly from Britain, and expan- 
sion of Taiwan's railways demands com- 
patible equipment which can be found 
in Britain, South Africa and Japan — 
but not in the US. And further, he said: 
"Buying US.equipment would cost 5096 
more." 

;, The СЕРР” is now putting together 

„ап analysis of equivalent products and 
their prices from various countries in re- 
lation to the 14 projects, and will for- 
ward the results to the government 
agencies involved. The official said that 
when a project is conceived, foreign 
consulting. firms can be hired for the 
analysis and design phase — this helps 
to reduce the trade deficit and improves 
the quality of the engineering. 

But, he said, Taiwan cannot let in 
foreign companies to perform construc- 
tion work because of what he described 
as “local workforce considerations and 
local company interests” — in ‘effect, 
the powerful lobby formed by local con- 
struction companies, 













he official added that the US has the 
advantage of close links with Taiwan 
through such. factors as the large 
number of Taiwan students who receive 
US university education, US textbooks 
for higher education in Taiwan plus 
English as a second language. But Japan 
also has historic links — forged through 
education and infrastructure built 
during its occupation of Taiwan in 
World War II — which still hold good 
among many of the older generation, 
plus the huge advantages of geographi- 
cal proximity, good equipment at com- 
petitive prices and excellent after-sales 
service. 
Не also pointed out one of the 













| ironies of the way in which trade bal- 


ances are recorded was that part of the 
deficit — he would not quantify it — was 


L5 produced by US-affiliated companies іп 


Taiwan exporting. to the US, where 


BP labour rates had made domestic produc- 


z tion of various items economically unat- 
added that. the 


1365.25. t to modernise. 



















Taiwan's. telecommunications involved 
only US equipment when it was set up 
=— but now two of the US companies 
had been involved in, mergers with 
European companies, so the trade bal- 
ance would shift by default if that was 
taken into account. 

In short, he said: “We are only a 
small country and we have to depend on 
foreign trade. We like to buy where we 
can sell, but it is not always that easy." 
This parallels a government argument 
: that most of Taiwan's imports are pro- 





duction machinery and agricultural and 


industrial raw materials, and that most 
of these already come from the US, 
Which has more than 80% of the market 
: for some items. 
з On a per capita basis, Taiwan claims 
“to be the No. 1 importer of US goods — 
| the CEPD official amplified this claim 
“by saying that рег capita Taiwan buys 
more than US$200 worth of US goods a 
year, against the US’ per capita pur- 
chases of only US$10 from Taiwan. And 
he took a swipe at US and other manu- 
facturers by saying: 





"Some foreign firms 
| R 











€ry a lot, but they do not come here to 
make their sales.” 

He alsó denigrated the custom of US 
congressmen coming to Taiwan for one 
or two days, talking about the need to 
reduce the trade deficit and then leaving 
without suggesting how this could be 
done without serious economic and 
social dislocation in Taiwan. But he 
ended on a more positive note, saying 
that foreign pressure was forcing 
liberalisation upon Taiwan despite ef- 
forts by local vested interests to main- 
tain the status quo, and that this pres- 
sure was speeding up local efforts to 
create more open markets. 

: He added: "Our procedures are 
maybe. not so open, but give us time — 
[foreign businessmen] should visit 
Taiwan more often, and maybe some- 













thing good can happen." 



















Not surprisin, den disagreed 
with much of what t CEPD official 
said. But he admitta "We realise at 
least part of the рго ет lies with the 
US." He said that Tliwan's 19 million 
population was wedithy on a global 
scale, and the low US dollar helps US 
exporters — but from the US perspec- 
tive, Taiwan was a small marker half- 
way round the world. 


C added: "A lot of US com- 
panies are very good at pushing out 
products through the factory door, but 
not so good at marketing overseas." He 
said that as of about five years ago, only 
about 8% of US companies exported 
their products. And of the US business- 
men who now visit Taiwan, he rated 
about 5076 as "very good," but about 
20-25% had done no homework before 
arriving, and were merely making “re- 
connaissance" trips. Of the rest, he said 
most were addin 
which had already taken them else- 
where, and so their primary interest was 
not yet in selling to Taiwan. 

Craven also said he worried about 
the number of Taiwan importers who 
write to US suppliers without seeking 
help. So the US supplier "gets a letter 
from halfway round the world in broken 


[ English asking for a sample shipment. 


He often says, ‘Gee, I only ship lots 
of 10,000,’ and throws the letter in 


| the wastebin. Sometimes he is right, 


but other times he has missed a deal," 
Craven said. 

He saw good prospects for US com- 
anies to sell more to Taiwan, particu- 
arly those making packaging machin- 

ery, laboratory test gear and other hi- 
tech equipment. Another area in which 
he.felt optimistic was in environmental 
control — as Taiwan becomes more 
wealthy the environment is becoming a 
political issue, and he said there is a 


| good opportunity for US manufacturers 


of garbage incinerators and other dis- 
posal equipment. 

Craven said the US took about 
50% of Taiwan's exports in 1986, and 
that this had since dropped to about 
45%. And he added that he believed 
Taiwan to be one of the most price- 
conscious markets in the world at pre- 
sent, though this was changing as qual: 
ity is more often being taken into ac- 
count, instead of the lowest bid always 
winning. 

Whether the moves already underta- 
ken and in train, such as the dropping or 
reduction in many tariff barriers and the 
opening up of Taiwan projects to US 
bidders, will be enough to stem US con- 
gressional zeal in an election year is of 
course open to debate. But Taiwan 
should perhaps take particular note of 
Craven's opinion that the trans-Pacific 
trade-deficit row had shown the need 
for Taiwan to diversify its markets, and 
not rely so much on the US— no matter 
how friendly the relations might be be- 
tween Washington and Taipei. u 
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much easier to label. Some analysts c 


Taiwan on a trip | 









Nervous | 
conditions 


Investors play chicken in 
Tokyo's stale bull market 


By Bruce Roscoe in Tokyo 


J apanese bulls charge, foreign be 
retreat. Result: the bulls win 
bears loses |... > 

But a different species of anim 
playing the Tokyo stockmarket t 
days. Stock analysts have yet to fi 
name for it, though the game it pla 


the game "chicken." 

In chicken, the bluff is one of co 
or lunacy. Who can stay on the road 
judge when to swerve in time, whe 
road is winding, the speed superso: 
Investors are caught at that point 
cision, when the date is with fate; w 
beyond the point of nó. return, st 
prices will гіѕегаѕ high as the laws of t 
dream world permit. $e 

When the Nikkei Stock Avera 
fell a record 831 points on 27-A) 
and momentarily dropped 1,000 o 
points the following day, many m 
ket analysts in Tokyo, Japan 
and foreign, were holding thi 
breath. DE 

Was the game up? Who had de 
to get out at the top? How. big л 
they? If they were big, who wouk 
low, and how big would the f 
be? l | 

In the event, the fall show 
profit-taking than panic.. Volume 
27 April was 1.13 billion shares. 
high compared with last year, low 
for the first four months of 19 
Nomura Securities reportedly 
34 million shares in the morning 
sion; institutional investors folio 
with small-lot sales. In response, fi 
bought. ` | 

Analysts said two triggers wi 
work: rising US interest. tate 
took money out of New York st 
day before, and the yen’s rise to 
*137:US$1;also in New York. 

The market quickly pulled 
trading closed on 28 April, it had k 
only 182 points, on volume of 1.07 
lion shares. In the days that follow 
it jumped 384, 406, and 328 points, 
storing the Nikkei to the 24,000-ро 
level. | : Ü 

Japanese brokers later brushed off 
the fall as holiday-inspired selling 
(Japan's Golden Week began on 
May), and said it would be more sensi- 
ble to panic had the volume risen to 2. 
2.6 billion shares several days runi 

Proponents of structural bull 
ket theories, who use weight-of-mon 
arguments to say Tokyo stocks ca 











































































KARACHI EXPOR 


YÅ PROCESSING ZONE 
PAKISTAN | 


INVITES YOU TO A LAND OF OPPORTUNITIES! — 
Situated on international shipping route, offering close proximity to the 
^ - markets of the Gulf, the Middle East and Africa. 
Excellent investment opportunities for overseas investors ! 


. JOINT VENTURES WITH 
_ PAKISTANIS ALSO POSSIBLE. 


NCENTIVES | 
No custom duty or any other tax оп 
import of machinery, raw material, 
packing material etc 
Exemption from Federal, Provincial 

апа Local taxes. Р 

No corporate tax for first 5 years. For 
© next 5 years 75% tax waived. 
-© Repatriation of capital and profit on 

< foreign investment 

P All facilities like water, electricity, Е. 
gas, telex, telephone etc. immediately 1 EE 

available. | 
Import and Export permits issued by 
the Authority itself. — 

Liberal Labour Laws (Unions and 

Strikes prohibited) | 

| ө Offshore banking and insurance 
facilities. 

<e Simplified procedures—one door 

(v. Service. | 

ө Ware-housing and International 
Trading also allowed. 


For details please contact: 


Investment division, 


‚ Box 2022, Karachi-64 (PAKISTAN) |... 
2 EPZA PK, 25762 KEPZ PK | 
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only rise, appear to һауе won out 
over the bears, at least for the time 
being. 
ese theorists are also counterin 

the argument that one day Tokyo stock 
prices must fall to the levels of smaller 
markets such as New York and London, 
with the contention’ that Japanese 
money is more likely to lift world stock 
prices to Tokyo’s level. Then, they say, 
in relative terms nothing would be over- 
priced. 

This argument may have some 
validity, if figures for Japanese buy- 
ing of foreign stocks are anything to go 


y. 

J apanese investors snapped up a re- 
cord US$10.76 billion worth of for- 

eign stocks in the year to 31 March 1987 

on a net basis, nearly six times the 

US$1.75 billion in net purchases the 

previous year. 

Even in yen terms, net purchases tre- 
bled. Japanese were also net buyers of 
foreign (mainly US Treasury) bonds, to 
the tune of US$3.33 billion, but on bond 
trading of US$285.23 billion. 

(Foreign investors made net sales of 
Japanese stocks of US$1.03 billion, on 
trading of US$36.11 billion.) 

For Japanese institutional investors 
who move stock and bond markets, 
the gamble is on whether US-dollar 
rate shifts will erase profits from 
interest-rate differentials between the 
US and Japan. The interest-rate gap 
is now at about 6% which, in more nor- 
mal times, is enough to provide a strong 
pull on the yen into dollar-based securi- 
ties. 

But when nobody seems able to stop 
the dollar's fall, more yen stays at home, 
fuelling the domestic stockmarket and 
making media headlines. 

None of which is to say Japanese 
investors see no need to insure them- 
selves against falling Tokyo stock 
prices. 

The Ministry of Finance (MoF) has, 
effective 1 May, lifted the ban on 
overseas futures dealing by Japanese fi- 
nancial institutions. This coincided with 
the opening of a Tokyo office of the 
Chicago Mercantile Exchange (CME) 
on 23 April, and the launch of a night- 
trading session, staggered to match 
Tokyo trading hours, by the CME's 
rival body, the Chicago Board of Trade, 
on 30 April. 

The CME has outside-Japan rights 
to the Nikkei futures contract now 
traded by the Singapore International 
Monetary Exchange. This contract, 
enabling investors to take short and 
long positions on the Tokyo market 
as a whole, at present is the only insur- 
ance cover available for Tokyo stock 


€ 

CME officials admit that, at 1,000 
contracts a day, trading is still thin, but 
they expect volume will grow quickly as 
a result of the MoF's liberalisation and 
Chicago night-trading. 
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POLICIES 


Ora diia do iA 
South Korean car worker: tapping the home market. 


Bigger size, more face 


Competition comes to South Korea's domestic car market 


By Paul Ensor in Seoul 


wre exports remain the driving 
force for South Korea’s car indus- 
try, signs are that the still nascent 
domestic market is starting to come 
alive. Last year 33% of South Korean 
putos cars sold were purchased at 

ome. Particularly striking in recent 
months have been the entrance of 
two new models in the subcompact 
category which threaten what has been 
a virtual monopoly in that area for 
Hyundai. 

However, the plan to liberalise im- 
pont of cars in July of this year is un- 
ikely to have much impact on anyone 
due to heavy tariffs. 

As one Hyundai salesman put it: 
“We are seeing more and more middle- 
income people in our showrooms who 
would not have considered buying two 
years back — they seem to be follow- 
ing their neighbours; it is a matter 
of maintaining status.” The domestic 
market for passenger cars grew by 10% 
in 1986, slower than the 27% growth in 
1985. 

In a recent survey of the industry, 
Nomura Securities poe another 
jump in growth of 27% in 1987. A com- 

ination of factors, punitive taxes on 
purchases above all, has kept car owner- 
ship low by international standards. 
There is one car per 75 people in South 
Korea, compared to a ratio of 1:21.5 in 
Taiwan, and 1:4.2 in Japan. 

A complex system of taxes puts car 
retail prices up 40-80% higher than ex- 
factory prices. On a Hyundai Pony 
Excel, for example, one of the most 
common cars on South Korean streets, 
taxes push prices up 54% — from Won 
3.256 million (US$4,174) to Won 5.029 
million. Just over half of them are spe- 
cial consumption, defence and value- 
added taxes, to which are added regis- 





tration, licence and licence-plate fees, - 


plus the compulsory purchase of a “sub- 
way bond" to help pay for Seoul's new 
subway. 

Taxes on petrol sales, among the 
world's most expensive, and road taxes 
which start at an annual rate of around 
Won 300,000 for subcompacts add to 





the disincentives. Car producers make | - 


regular appeals to the government to 


loosen controls, but as long as consum- | - 


ers continue to buy, there is little incen- 
tive to do away with this lucrative source 
of revenue. 

Among the many short educational 
films preceding main features in Seoul 
cinemas is a carefully produced fea- 
ture illustrating the benefits of tak- 
ing the subway rather than driving to 
work. 

Despite low ownership ratios nation- 


ally, the problems of congestion in the |: 


capital are already showing; roughly a 
quarter of the country's population lives 
in Seoul and more than a third of the 


cars are filling its increasingly crowded | 


streets. 

Another concern — best illustrated 
by the large, rather gruesome photo- 
graphs now on show in the ticket hall of 
Seoul's City Hall subway station — is 
the get dn poor record on traffic 
safety. In the past 10 years, traffic acci- 
dents and fatalities have risen by an 
average 12.4% and 7.2% a year respec- 
tively — according to recent tabulations 
an average of 21 people died on the 
roads each day in 1986. Worries about 
even worse problems to come are 
another good reason to keep the heavy 
taxes on cars in place. 

The big producers' primary interest 
is the export market, and Hyundai's al- 
most monopolistic dominance in the 
main (subcompact) area of the market 









as also meant an underdevelop 
ales-and-servicing structure within 
South Korea: There are no independent 













“and few of those: Hyundai had 
ly. 120 across the country at the end 
ast vear, Daewoo hopes to have 115, 
h over 30 in Seoul, by the end of 


87. 
















etitive. When the 
ans,” which is being pro- 
nt venture with GM of the 


if of last year it was an instant success, 
re than doubling domestic sales of 


alers, only company-owned outlets | 





Da cars will soon be 
the 5. Recently, another 
new car on the road, 


. опсе again in joint venture with a US 


firm (Ford), with plans to export. 

The Kia Pride, the smallest and 
cheapest car now available in the coun- 
try, is expected to sell 35,000 units 
domestically in 1987. Adding to the 
sense of variety in the streets has been 
the revision of a rather strange rule — 
for the first time, bright red cars aré al- 
lowed. According to the old argument, 
which seems heavily tinted with Confu- 
cian sensibilities on self-restraint and 
correct deportment, only fire appliances 
could be red. 


company, trying to 
buy. joked that perhaps the 





door Pride was not big enough for his 
proud Korean tastes. Although the 
large number of new subcompact 
models aimed at export markets has re- 
duced the share of big cars, dealers say 
there is an underlying preference for 
bigger cars. "The mentality seems to be, 
if I am going to splash out on a car, 
why not buy something impressive for 
a few million more won," says one deal- 
er 








He says that apart from status, wor- 
ries about safety in smaller cars, and 
about fitting the entire extended family 
in for a weekend drive and picnic favour 
larger cars. 
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broad-based export boom continues 
™ to buoy the Thai economy. Exports 
-7% during the first quarter from 
car-earlier level, leading to an im- 
vement in the domestic economy 
Теа in turn to increased imports. 
f-quarter imports rose 19% — quite 
around from the 1986 period, 
en they contracted 9%. Imports of 
il items (consumer goods and raw 
erials) were up 25%. While Thai- 
is unlikely to experience an oil im- 
ort wiridfall on the order of last vear's 
IS$1 billion-plus figure, oil-product 
nports continue to cost less: during the 
rst quarter they fell by some 6%. 
he trade account thus remained in 
t during the first quarter at about 
it 7.5 billion (058392 97 million), 
pared to the year-earlier figure of 
aht 3.2 billion. But better earnings 
Om services —- particularly tourism 
hich rose 16% in the first quarter — 
elped Thailand achieve surpluses in 


on respectively). $e 
ome private-sector economists be- 


е current account and balance of pay- | 
ents (Baht 1.5 billion and Baht 7.7 bil- | 

















e that the current account will be in 
us for a second year, after two de- 
les in the red — though the Bank of 
hailand (BoT, the central bank) is 
casting a Baht 7.4 billion deficit. 
ile, foreign reserves now ex- 
| US$4.2 billion, equal to about five 
aths” import cover and a new high for | 
hailand. Economic growth for 1987 | 
ntinues to be forecast at about 5% by 
the conservative and as: much as 7% by | 
the more optimistic. | 
; Farmers continue to suffer from low 
prices for most of their export crops. (A 
_-UN report has found that Thailand's 
farmers were the hardest hit in Asia by 
falling sugar and rice prices, and that 
ners’ average annual income. fell | 


22% from 1981-86.) 
Tapioca, however, has 
been a bright spot, with | 
first-quarter exports up | 
17% by value. Prices 
of many crops rose dur- 
ing the first quarter, 
BoT reported: 5.1% for 
rice, 24% for sugarcane. 
Farmers have also been 
diversifying into cash 
crops. 

Construction activi- 
ties have rebounded, aid- 
ed by lower lending 
rates for housing and 
improved domestic purchasing power. 
That in turn has helped such related in- 
dustries as cement. Siam Cement, the 
top Thai producer, reported first-quar- 
ter cement sales up 15% — against a 
forecast of 10%. The industry's sales 
rose 18% overall. Most of the boom has 
been in small housing projects in the 
Bangkok area. 

Lower rates for housing loans are 
rimarily due to the continued high 
evels of nau in the banking system. 
High liquidity has also been a major fac- 

tor in the boom on the local bourse — 
while continuing to cause problems for 
the banking sector. 

Consumer demand appears to be 
picking up, at least in Bangkok, with 
one large department-store chain re- 
porting a gain of 12% in year-on-year 
first-quarter sales. Meanwhile, sales of 
electrical appliances rose 7-15% during 
the first quarter, according to industry 
estimates, and car production was up 
11% on the year-earlier figures. Part of 
the spur to consumer spending lies in 
the low rate of inflation: up only 1.9% 
last year, according to government 
statistics, the lowest rate: іп 10 years. 








With the economy improving, the cost | 





_ EXPORT BOOM _ 
|e Increase In value compared _ 
(C with 1st quarter of 1960) 
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of living is expected to rise about 2.896 
in 1987, according to a forecast by the 

. Department of Business 
Economics. 

Business is also feel- 
ing confident. A survey 
conducted by the BoT 
found that companies 
expect gains in produc- 
tion, sales and value this 
year (forecast to rise by 
6.7%, 5.8% and 6% re- 
spectively). About half 
the businesses surveyed 
expected gains in their 
export sales. The strong 
growth of manufactured 
exports in 1986 led to an 
increase of 6.9% in the 
sector's performance, according to a 
Bangkok Bank study, with output fore- 
cast to grow about 7.4% this year. 

Some regional economies have 
also fared better. In the south, for 
example, expanded agricultural pro- 
duction and tourism have helped the 
economy recover, Rubber production 
in the region rose 7.7% last year (over 
1985) and is forecast by the Bangkok 
Bank to rise a further 6.4% this year. 
Coffee production should expand by 
11.7%, чүп coconut and tin produc- 
tion are likely to fall. Tourism should 

row by about 8.7% this year after a 
„7% gain іп 1986. 

The country's long-lamented sav- 
ings-investment gap has narrowed, due 
to the 1986 oil-price windfall (the factor 
behind so many of Thailand's sudden 
turnarounds over the past year). 
Foreign companies have turned to Thai- 
land for alternative manufacturing sites 
which has not only brightened the in- 
vestment picture but fuelled exports. 

The government's own finances are 
in better shape as well, with the deficit 
narrowing as revenues rise (up 18% 
during the half-year to March). : 
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ur local Nedlloyd agent is your link to à world of - 
port se s. And a single bill of lading is your ticket 
dlloyd's door to door intermodal connections at any 





= Nedlloyd Lines has a fleet of 42 purpose-built € 
vessels to move your cargo quickly and safely between 
150 world ports. On each of its 31 routes, Nedlloyd oper- 
ates tonnage best suited to the trade. Total transport is in 
one professional Nedlloyd hand. 
One phone call will connect you to Nedlloyd's global 
transport services. 
Nedlloyd Lines, the reliable Dutch solution to all your 
international transport requirements. 


„= Nedlloyd 





Nedlloyd Lines 


P.O. Box 240, 3000 DH Rotterdam, 
Tel.: (10) 4177933, Fax (10) 4147394 
Telex 24690 NEDL NL 
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REVIEW 1946 


“The present position and potentialities of 
this region justify optimism.” 


“Given the potential economic and 
political development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events.” 


"...We discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction." 


"At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy." 


The Editor 
Far Eastern Economic Review 
First Issue 1946 





€ BLONDEL LA ROLIGERY PARIS FRANCE 
ASIA CIRCA 1946 


Forty 


years 
on. 


In the middle of a decade which had 
seen the greatest upheaval the world had 
ever known, a group of men with faith 
and foresight set their eyes on Asia. 

They recognized the need to chronicle 
the restructuring of Asia from the ashes of 
war. A region that they felt would rise and 
grow at an astonishing rate, perhaps faster 
than any other. A region that they felt the 
world would need to watch carefully. 

In October of 1946, a publication 
dedicated to balanced, objective coverage 
of Asian affairs was born. Its name: The 
Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded the 
world. The prophecy of those visionaries 
echoed strongly; leading the Review to 
consistently serve as an important channel 
of information on Asia. This dedication 
and foresight has not changed. 

Today, 40 years later, the Far Eastern 
Economic Review is the world's premier 
publication on Asian affairs. Unmatched 
by any other. 

Today, more than ever, when the Review 
speaks, Asia listens. 


FarEastern Economic 
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‘Trading, with North America 


is this simple. 


es. 


СР Rail i$ much more than a railway. 
> importing and exporting 
between North America and Asia/ 
Australasia as smooth as silk by offering 
you complete transportation in every 
respect. So if you're still using multiple 
carriers you're carrying a burden you 
don't need. 


CP Rail's experts worldwide provide 
you with detailed shipping plans, 
computer monitoring of goods, rate and 
customs documentation, specialized 
equipment, vast intermodal capability, 
and even marketing and sales assis- 
tance. All with one invoice. And just 


ane call 
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CP Rail 

Hibiya Park Building — Room 911 
Yuraku-cho, Chiyoda-ku 

Tokyo 100, JAPAN 

Telephone: 213-6926 

Telex: 222-2997 


CP Rail 

1702 Swire House 
HONG KONG 
Telephone: 5-248161 
Telex: 04-355587 


R.V. Sablin & Company 
500 Collins Street 
Melbourne 3000 
Victoria, AUSTRALIA 
Tolonhano: 59.9443 


New Korea Shipping Co Ltd. 

21 Bukchangdong Chungku 

Seoul, SOUTH KOREA · 

C.P.O. Box 2194 

Telephone: 733-6221-5 or 
755-3281-5 


CP Rail I4 


Canadian Pacific 





Swissair appears even more regularly. 
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At least once every day, and on Sundays too, Swissair flies to 35 of its 50 destinations 


throughout Europe. To some, even more often than that. And it’s no coincidence that 
these cities are the homes of Europe’s leading newspapers. After all, they’re its leading 
business and cultural centers as well. You see, for an airline to be chosen as often as 


Swissair, it has to know what its passengers value. And no matter where you're flying, 
Py 
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Shhh. 
We offer private 

banking services 
as they should be. 
Private. 


If you're a substantial international 
investor in today’s complex world, 
you'll find yourself feeling far more 
secure when you're dealing with 
Merrill Lynch. 

That's because it's comforting to 
know that one of the largest, most ex- 
perienced financial institutions in 
the world is, at the same time, high- 
ly personalized and confidential. 

Through our global trading facili- 
ties, we give you access 24 hours a 
day to markets around the world. 


We offer you the benefit of our top- 
ranked research team. And we 
provide you with a broad array of 
services and specialists in areas 
such as portfolio management, pri- 
vate banking and lending, and 
foreign exchange. 

Yet all these global opportunities 
are offered to you in a direct and 
personal way through your Merrill 
Lynch Financial Consultant who 
understands your objectives, and 
how to help you meet them. 


at APTA 








1987 Merrilll Lynch, Pierce, Fenne Smith Inc. Member SIPC 


Merrill Lynch can help you fulfill 
your investment goals with utmost 
confidentiality in eight offices in 
five countries throughout Asia and 


the Far East. Call our office nearest 
you today. 


Harness the power of a 
global presence. 


145 Merrill Lynch 


the china-shop door 


wan officials warn investors of bull-market dangers 


By Cari Goldstein in Taipei 

aiwan's stockmarket has been a 
„Ж star performer all year — and it has 
- investors ecstatic and government offi- 
cials worried. By 5 May, the market 


i[ index had climbed 74% since the end of 


1986, with 29% of the increase coming 
in April alone. 
Finance Ministry and Securities and 
. Exchange Commission (SEC) officials 
are concerned the market is seriously 
overheated. They have taken to worry- 
ing. aloud that unwary new market 
| players may take heavy losses if the bot- 
_ tom drops out of what is for Taipei an 


.| unprecedented bull run. “We just want 


investors to understand the risks in- 
омей in stockmarket investment," 
г said Chu Chao-chuan, а top SEC offi- 
cial. 
Officials have launched a campaign 
о cool down the market. So far the ef- 
rt has involved mainly talk: urging in- 
rs to pay more attention to com- 
s fundamentals, and warning of 
investigations into rumoured manipula- 
tion of stock prices by a few major in- 
vestors. On 16 April, the SEC in- 
> structed the four investment companies 
managing funds for foreign investors to 
| reduce the proportion of their funds ac- 
tually invested in the market from 95% 
| to 9095. And securities industry sources 
said the authorities had also quietly ad- 
vised domestic institutional investors — 
"including government-owned banks 
; and insurance companies — to become 
1 netsellers of stocks as a way of moderat- 
ing the fierce buying spree that has driv- 
en prices even higher in recent months. 
So far, the government has refrained 
from using any of the more substantive 





levers of control at its disposal. These 
could include tightening margin-trading 
requirements, raising the transactions 
tax, currently at a low 0.395, or, more 
drastically, restoring the  now-sus- 
pended capital-gains tax on profits. 
None of the talk has had much effect 
on the market, which these days has 
come. to regard breaking records as à 
matter of routine. The weighted price 
index climbed to a record high of 
1,860.79 on 4 May, up from 1,039.11 at 
the end of last year, before falling back 
more thàn 53 points the next day — it- 
self a record for a single-day decline. 


"Trading volumes are also at ip ard 
aily 


levels than ever before. Average 
transactions. amounted to NT$8.3 bil- 
lion (US$253 million) in April, while 
last year the daily average was only 
NT$A. 37 billion. 

The main reason for all these extra- 


. ordinary numbers is that massive excess 


liquidity in the banking system is pour- 
ing into an underdeveloped stockmar- 
ket. With only 130 companies listed on 
the Taiwan Stock Exchange, and more 
than half of the total shares closely held 
~~ thus not available to the market — 
there is simply too much money chasing 
too few shares. 


qiue s export machine has spewed 


forth an ever-mounting trade 
surplus, which because of strict foreign- 
exchange controls translates into a tor- 
rent of NT dollars in search of a profita- 
ble home. Overwhelmed by oceans of 
excess cash, banks have dropped depo- 
sit rates as low as 3.5%. Some banks, 
unable or unwilling to lend out funds 





Rs 141.7m 
(US$11.2m) 








Ünder these conditions, itisno 
der new investors are turning to 
stockmarket in droves. Local bro 
report 10,000 new accounts a mo: 
compared to some 40,000. outstandi 
accounts at the end of last year, "P. 
are hearing that you can gain 5% in: 
day, instead of waiting for a year to 
396 or so — which you are then require 
to pay taxes on," said James Hun 
chairman of Asia Securities. 

Another source of new money 
the market is the estimated US$8 bil 
in so-called "hot money" enterin 
country in the past year to profi 
the steady appreciation of the NT de 
lar. The central bank, under heavy pr 
sure from the US Government, has a 
lowed the NT dollar to rise 19% ара 
the US dollar since September 198 
and almost 8% since the start of 198 
Most of this speculative capital is form 
flight capital coming home, but 
funds are also coming from 'Overs 
Chinese and others in Hongkong. | 

Analysts and fund managers rema 
cautiously optimistic about market 
prospects. For one thing, the liquidity 
situation is not likely to fade any time 
soon. Many experts are predictin 
further 10% or better gain, followed by 
a market correction and 
solidation around the 1, 

Analysts then expect the market to con- 
tinue rising through the year. 

Optimists point out that the first- 
quarter results of listed companies were 
much better than expected, with some 
firms reporting profits amounting to 
more than half their original projectioi 
for the entire year. So far, there h 
been little indication that the appre 
tion of the NT dollar is hurting eithe 
sales or profits. Although there could 
well be a time lag before the effect 
the revaluation are felt, many expo 
oriented companies say orders тета 
strong through the third quarter. 





COMPANY RESULTS 


(US$717.5m) 








Rs 388.5m 
(US$30.8m) 


Profit decline Was blamed of отр ol polyester 
into india and liberalisation of import restrictions on 
polyester fibre and yam. _ ~ 


| Decline in dividend percentage дие to capital expansion 
X) trough three-for-five bonus issue earlier in the year. 








$$30.61m 
(US$14.4m) 





33.955 


Y 31 Jan. 
gy (US$242.5m) 


¥1.3t 
(US$9.3b) 





Y31 Mar. | Y10.81b 


(US$77.2m) | 





Y441.17b 
(USS3.1b) 


| | Group income is expected to fall in the full year due to 
reduced rents. 





Net profit forecast for yearis ¥35b on sales of € t.33t. 








Net profit forecast for current year is ¥11.9b on sales of 





¥5.07b 
(US$36.2m) 





Y 1.38t 
(USS$9.9b) 





Dramatic profit increase stemmed mainly trom: lowered 
interest burdens and an increase in interest and dividend 
incom 





























































'Vaudine England in Jakarta 
ndonesia’s National Defence Securi- 
y Council, under whose name up to 
$$3.5 billion worth of fraudulent 
romissory notes appear to have been 
sued, has washed its hands of the 
In. a statement issued on 2 May, 
council said that “all effects from the 
s issued/distributed under the name 
f the Defence Security Council are 
ely the responsibility of those figures 
ho signed them." 
Although no names were mentioned 
he statement, the council is dumping 
he mess in the lap of the three sig- 
atories of the notes: Lieut-Gen. 
ichmad | Wiranatakusumah, 
ecretáry-general of the council; Ibnu 
lartomo, former deputy for develop- 
ent (and President Suharto's brother- 
аж) and Soebagyo Soedewo, former 
eputy for long-term planning. 
< The council said the notes, which are 
iow the subject of a New York fraud 
ase. were issued without the knowl- 
ie of the council leadership, an appa- 
contradiction, given the positions 
ld by the signatories to the notes — 
nless it is meant to refer to Suharto 
mself, to whom the council is di- 
tly responsible. | 
ut documents obtained by the 
ТЕМ suggest the council may have 
öre explaining to do about the promis- 
ary notes, which were issued under its 
etterhead, signed by senior officers of 
he council, noted as being in return 
for value received [by] the National 
Defence Security Council" and attested 

































former | 


So who promised? 


An Indonesian military body denies issuing promissory notes 





as official government documents by 
the Indonesian ambassador to Syria 
(REVIEW, 19 Feb.). 

In reply to a query about the au- 
thenticity of the notes sent to Ibnu by 
a US avionics company at the end of 
1985, the former council official wrote: 
“I am fully responsible for the said pro- 
missory note as/in the capacity as the 
deputy for the development of the De- 
fence and Security Council of the Re- 
public of Indonesia, as one of the 
member of the board of the manage- 
ment of the Welfare Foundation of the 
council” (sic). 


Ac of this letter, as well as the 
original inquiry by Aircraft & Com- 
ponent Suppliers Inc. of Los Angeles 
(which had been offered payment for a 
deal with three of the questionable 
notes by Palestinian financier Hasan 
Zubaidi), was sent to the office of the 
Indonesian president. 

(As previously reported by the 
REVIEW, the notes — or at least a por- 
tion of the total number which even- 
tually entered circulation — were issued 
to the then Beirut-based Zubaidi in 
late 1985 in return for his "commit- 
ment" to "deposit/entrust the agreed 
upon money into the bank account 
number of the National Defence Secu- 
rity Council of the Republic of In- 
donesia.") 

Richard Vartanian, president of Air- 
craft & Component Suppliers, con- 
firmed to the REVIEW that Ibnu had in- 








dicated he signed the notes in his official 
capacity: А 

The.council’s recent statement says 
the notes were illegally issued by illegal 
elements. The statement also says 
Ibnu’s rationale that the council needed 
extra funds to carry out its work is un- 
true as all council needs are covered by 
the state budget. 

Two days after the statement was re- 
leased the current secretary-general of 
the council, Machmud Subarkah, and 
his four deputies met Suharto, ostensi- 
bly to discuss long-term state policy 
matters. But the promissory notes crop- 
ped up, leading to a government news- 
agency report on the council’s denial of 
responsibility. 

In short, there seems little doubt that 
Ibnu is at least partly responsible for a 
case which has developed into what 
New York investigators call the biggest 
attempted securities fraud ever. 
(Sources told the REVIEW that the origi- 
nal notes issued by the council may only 
amount to US$100° million, but that 
these were later duplicated — REVIEW, 
30 Apr.) 

Ibnu has admitted his own culpabil- 
ity in an article published by the weekly 
Indonesian magazine Tempo, in the last 
week of February. However, he de- 
fended his actions: “We have needed 
money long enough. For example, for 
housing. And it was reported to the pre-. 
sident On ago.” It is believed Ibnu will | 
not be asked to appear in the Manhattan 
trial of five European businessmen now 
facing charges of attempted grand lar- 
ceny for allegedly trying to sell US$640 
million of the notes. 

But there remains a general cred- 
ibility problem for the National De- 
fence Security Council. Its statement 
may help in clearing the institution’s 
name, but only by putting its former 
leaders in further jeopardy. а 
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(weekly values): 





















































(Middle Rates) 


Interbank | interbank 
24 hours 1month 
Australia. 


Hongkong 








MUSS Rob 3.7127 НКЗ Атой. 4758 
US$ Roubie 0.6267 
US$ Kip 36,00 
USE Dong 60.00 
Source; The Hongkong and Shanghai Banking Corp. tor banknote selling rates when available 
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Bulls ignore overheating 


AIWAN continues to lead the bulls in the period to 4 May despite government con- 
ern that the market is overheated. Heavy losers included the Philippines and 


ndia. 


АРЕ: The market powered ahead to yet 
nother record for the weighted-price index, 
yhich climbed 104.3 points on the period to close 
t 1,860.79. The continuing influx of new money 
nto the market overcame investors’ jitters over 
he NT dollar's fast appreciation against the US 
llar. Little came of efforts by the government, 
ich is concerned the market has become over- 
leated, to talk the index down somewhat. Al- 
ugh most shares registered pains during the 
riod, banking counters were the strongest per- 
ers. Trading activity was heavy, with average 
ly transactions setting a new one-period record 

f NT$9.92 billion (US$302 million) a day. 


HONGKONG: The market opened weak but man- 
iged to еа towards the. end of the period, 
elping the Hang Seng Index put on nearly 50 

points to close at 2,685.35. The market's earlier 

eakness was blamed on an unstable US dollar 
nd settlement by local stock index futures traders 
f their April contracts. The market later regained 
ts strength. when sentiment was sharply lifted in 
he property sector, helped by Japanese involve- 
hent in Bond Centre, a new office complex. Vol- 
е. for the period totalled 1.05 billion shares, 
orth HK$3.54 billion (US$453.4 million). 


TOKYO: The market recovered from its 27 Apr. 
ecord fall of 831 points, after institutional invest- 
irs decided to stay away from US securities and 
eturned to Tokyo in force. Volume for the holi- 

y-shortened week averaged 1.01 billion shares, 
ind the Nikkei Stock Average closed at 24,009.03 
ints on 2 May. Most sectors bounced back with 
vengeance, not least electricals, which were the 

first to lead the market out of its downslide on 30 


pr. Analysts said the market would become | 


more volatile as a result of the lifting of tlie ban, 
from 1 May, on overseas financial-futures trading 
. by Japanese institutions for their own account. 


AUSTRALIA: Sharemarkets remained largely di- 
rectionless over the period, though prices picked 
“up over the weekend on foreign b í 
raders took fright on 28 Apr. after President 
Reagan's statement that the US dollar had fallen 
enough, coincided with a sudden tumble in the 
rices of precious metals. The All-Ordinaries 
ndex dived 50 points that day to close at 1,749.9, 
ut. by the period's close, the market barometer 
_ had recovered to 1,765.3. Highlights of the period 
ncluded Ron Brierley assuming effective control 
f troubled retailer Woolworths via a foray on New 
aland company, Rainbow. Some 381.6 million 
hares. were. traded during the period, worth 
$846 million (US$593,86). 


NEW ZEALAND: The market started on a firm | 


‘Note, with signs of institutions returning in the 


ake of lower interest rates. But prices moved lit- | 


tle overall and the Barclays Index closéd the 
period slightly up. Robert Jones Investment 
gained 14% ahead of its profit announcement — 


profits more than tripled to. NZ$72.2 million . 
ramcoand - 
hours for breech- 


:(US$41,49 million) last year: Кире; 
Beta Corp. were suspended fi 





uying support, | 





ing reporting rules on purchases of Steel and Tube 
shares. Volume for the period was 35.06 million 
shares, worth NZ$58.7 million.. 


SINGAPORE: Profit-taking caused the market to 
drift lower at the beginning of the period while 
nervousness over the Malaysian cabinet changes _ 
served to depress sentiment thereafter. Investors 
remained nervous and prices closed mixed for 
much of the period. Brokers said falls in other in- 
ternational markets also helped to dampen senti- 
ment. Fraser's Industrial Index closed 58.61 
points down at 6,456,38, while average volume 
was a disappointing 43 million shares a day, val- 
ued at $$74.33 million (US$35 million). 


KUALA LUMPUR: A much-needed downward 
correction at the beginning of the period turned 
into a steady retreat as investors absorbed news of 


the resignations and dismissals of several senior |: 


ministers from the cabinet. It was blue chips that 
were hit the hardest, however, and some of the 
lower liners managed to put on gains. Arab-Ma- 
laysian Development was heavily traded, as was 
Palmco, which announced a number of married 
deals. Fraser’s Industrial Index shed 106.78 points 
to finish at 4,111.80. Volume was slightly down at 
an average of 27 million shares daily, valued at 
M$42.6 million (US$17.2 million). 


SEOUL: A decision by exchange authorities to 
stop investigations into the accounts of larger cus- 
tomers, coupled with rumours of a cut in the gen- 
eral interest rate, brought the market back to life 
in the period. The composite index rose 9.46 points 
to 365.68, with volume dropping by 7.56 million 
shares to 25.15 million, worth Won 24.21 billion 
(US$27.9 million). Non-metallic minerals and min- 
ing rose substantially, while fisheries and steel fell. 


BANGKOK: The market staged an impressive ad- 
vance in the period, led by leading heavyweights, 
such as Carpet International, Saha Union, Union 
Thread and Union Textile. The Book Club closed 
at 227.55, up 4.86 points on the period. Carpet In- 
ternational was the period's biggest gainer while 
GS Steel lost heavily. Volume totalled some Baht 
1.19 billion (US$46.6 million) for 5.8 million 
shares traded. 


MANILA: Profit-taking overtook the market in a 
holiday-shortened period, with investors taking a 
cautious approach in the lead-up to the 11 May 
legislative elections. Commercial and industrial 
listings felt the selling urge, with some retrench- 
ment affecting mining listings as well. Gold-back- 
ed mine stocks continued to ride on overseas cur- 
rency fluctuations. 


BOMBAY: Equities plunged to a new low in a 
holiday-shortened week after poor corporate re- 
sults declared by market leader Reliance Indus- · | 
tries. The blue chip slashed dividends by half and - 


postponed an issue of bonus shares. Sentiment | | 
was so badly affected that even the much needed . 


budget concessions announced by Prime Minist 
| ier the mà 


iv Gandhi recently failed 
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APPOINTMENT - 





Research Associate — East-West Center 


: East-West Center is a public, nonprofit educational institution with an international 
: board of governors. Some 2,000 fellows, graduate students, and professionals in business 
“and govemment.each year work with the Center's international stalf.in cooperative study, 
<. training, and research. The Center was established in 1960 by the United States Congress, 

provides principal: funding. Support also comes from more than 20 Asian and Pacific 
uU ments, as well as private agencies and corporations. 

г > Applications are being accepted for a full-time, three-year limited research associate posi 
tion in the Environment and Policy institute (EAPI) the chief concem of which is the main- 
tenance of environmental quality ала the productivity of resource endowments in tight of 

jonal population growth and economic development. The research associate will be re- 
sponsible for planning, developing, and coordinating EAPI's water resources management 
program and for conducting research in the Asia-Pacific realm on such topics as urban and 
ural. water supply, irtigation, watershed management, and multi-purpose river basin deve- 
lopment. Responsibilities include organizing research-related conferences, workshops, and 
seminars; promoting interaction among scientists, government officials, representatives of 
donor and technical assistance agencies; and managers of resource development pro- 
бат; seeking sources of external financial support; advising EWC student grantees: and 
maintaining liaison with water resources research activities at centers of research in the Asia- 
fic area. 
Required Qualifications: Ph.D. (or equivalent) in economics, geography, or one of the 
“cognate environmental or social sciences. Plus four o twelve years full-time post Ph.D. re- 
Search or professional experience in the field of water resources: A strong background and 
“publications record in research on water and other resource management problems, and 
: broad familiarity with the Asia-Pacific region with first-hand knowledge of at least one country 
an the region as shown by publications, institutional affiliations, collaborative research work, 
'eport writing, ar other evidence 
277 Preferred Qualifications: Extensive experience in planning. organizing, and managing 
tesearch projects that involve individuals from different Asian and Pacific countries. Familiar- 
ity with the processes of technological transfer to developing countries. 
5 Salary Range: $32,567 to $50,338 per year, depending on qualifications. plus cost-of- 
ig allowance currently at 22.5% (Subject to change). 
< Submit resume with cover letter which includes institute and title of position you are apply- 
dor, a narrative description detailing relevance of your qualifications and background to 
the responsibilities. of the position, and names and addresses of three professional refer- 
; ences. Applications must be postmarked by July 15, 1987. Send to: Karen Lam, Personnel 
Office. Dept. 655E, East-West Center, 1777 East-West Road. Honolulu, Hawaii 96848. 


An Equal Employment Opportunity/Affirmative Action Employer 


Research Associate — East-West Center 


The East-West Center is a public, nonprofit educational institution with an international 
board of governors. Some 2,000 fellows, graduate students. and professionals in business 
and government each year work with the Center's international staff in cooperative study, 
training, and research. The Center was established in 1960 by the United States Congress, 
which provides principal funding. Support also comes from more than 20 Asian and Pacific 
governments, as well as private agencies and corporations. 

Applications are being accepted for a full-time three-year limited research associate posi- 
боп, with possible extension, in the Resource Systems Institute (RSI). The programs of RS! 
focus on issues of economic growth, energy and minerals in the Asia-Pacific region. There- 
search associate will conduct research in the institute s Energy program with particular em- 
phasis on energy implications of the electric power sector and future determinants of energy 

^. demand and supply facing the Asian region. Major duties include: works closely with senior 
staff in the design, implementation and evaluation of research projects on critical energy 
issues facing the U.S. and Asia-Pacific nations and power-sector studies for application 
within the Asia-Pacific region; interacts with senior government and industry policymakers 
respect to planning and modeling in the electric power sector; participates in workshops 
ind seminars to encourage the exchange of ideas academicians, practitioners and 
government officials on energy issues facing the Asia-Pacific region and the U.S.; works with 
senior staff in developing proposals for external funding of project activities; and counsels 
degree students, interns and Center participants on academis and professional matters, 
1: Required Qualifications: Ph.D. (or equivalent) in economics, planning or related 
engineering field. Plus four to twelve years’ fulltime post Ph.D, research or professional ex- 
.périence related to position responsibilities, Experience must include power planning 
‘activities and modeling expertise related to electric utilities and energy supply/demand fore- 
cast modeling. 

1 Preterred Qualifications: Experience in electrical utility within the Asia-Pacific regica: 

national or regional energy. planning; and non-renewable energy system conversion, 

с féptacement or modification in fossil fuels. Knowledge of econometrics and cptimal control 

‘theory. 

^5 1 Salary Range: $32,567 to 550.338 per year, depending on qualifications. plus cost-of- 
living allowance currently at 22.5% (subject to change). 

Submit resume with cover letter which includes institute and title of position you are apply- 
ing for, a narrative description detailing relevence of your qualifications and background to 
the responsibilities of the position, and nams and addresses. of three professional refer- 
ences. Applications must bé postmarked by July 15, 1987, Send 10: Karen Lam, Personnel 
Office, Dept. 655R, East-West Center, и East-West Road, Honolulu, Hawaii 96848. 
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THE MONETARY AUTHORITY 
OF SINGAPORE 


invites applications for the post of: 


ECONOMIST | 


Qualifications 


@ The incumbent should possess. a recognised 
University degree in Economics. Preference will 
be given to candidates with post-graduate qualifi- 
cations in Economics or related fields of study. 


Those with relevant experience in research work 
will be at an advantage. 


Personal attributes such as maturity, an 
analytical mind, ability to do independent 

research and strong communication skills 
(written and oral) are highly desirable. 


The commencing salary depends on the level of 
appointment and the candidate's qualifications апа 1. 
experience. Prospects for career development: within 
the Authority are good for successful candidates who 
are effective and show high potential. | 


Interested applicants should write in with detailed 
resume, and enclosing all relevant educational docu- 
ments in support of their application, a recent photo- 
graph and contact telephone number to: 


The Director 

Personnel & Administration Department 
The Monetary Authority of Singapore 

10 Shenton Way 

MAS Building 

Singapore 0207 


Closing Date: 1 Jun 87 


OVERSEAS POSITIONS . 


Hundreds of top paying positions available now. Tax free incomes. Attrac- 
tive benefits. Opportunities for all occupations, skilled trades, management/ 


administration, professionals, technical personnel, in teaching, finance; ^| ^ уз 


sales, marketing, computers, data processing, engineering, health, and 


many тоге. Free details, Overseas Employment Services, Dept. FE. Р.О. d. 


Box 460, Town of Mount Royal, Quebec, Canada H3P 3C7. 





PROPERTY. 





INVESTMENT PROPERTIES OVERSEAS : 











* 3,000 freehold acres of pt 
beachfront land bordering 
the Coral Sea with ready 
access to Barrier Reefisla 


Ж 30 minutes drive north 
Townsville International 
Airport, 


Ж 1.200 acres already zone 
International Tourist Fact у, 


Ж All services water, sewérag 
power, available. 


* Feasibility study for 
Coral Sea : international resorbayailabl 


This is a unique opportunity 
cquire prime beachfront land 
Australia's fastest growing tou 
M area, North Queensland 
% Development can commencé 
immediately. 
The vendor will consider joint 
a venture partners and the sale of 
ections of the parcel to suit 
| individual investors. 


For farther information 
and video tape 

a contact- 
Mike Thomas, 
Resort & Commercial Property 
Services International Pty. Ltd, 
Р.О. Box 46, Newport 2106 
AUSTRALIA 
PH: (61) (02) 997 8333 5 
FAX: (61) (02) 997 3767 2 


APPOINTMENTS — 








FarEasternEconomie 


| 
| 
| 
| 
| 


The world’s leading authority on Asia/Pacific affairs, the Far Eastern Economic Review, а whol ly- 
owned subsidiary of Dow Jones & Co, is seeking a high-calibre advertising sales executive to j join. its. 
Hong Kong sales team. 


The position would involve servicing many of the Review's existing key clients, looking for new sales 
opportunities in Hong Kong and could incorporate travel within the Region. 


The ideal candidate will have a minimum of 3 years' experience in advertising sales with a reputable 
publication and be aged between 25 and 35. He or she will be self-motivated, hard-working, of good 
appearance апа be able to communicate at a senior level with clients and agencies alike. He/she — 
should possess excellent writing and presentation skills, have a good knowledge of research and be 
able to function both independently or as part of a highly productive and expanding sales team. 


An excellent salary, commensurate with experience, will be offered to the successful candidate i ine: 
cluding annual bonus, provident fund, medical insurance and four weeks' holiday per annum. 


If you match up to these requirements and are ponte for a long-term career with opportunities for 
promotion in Hong Kong or overseas, please apply in writing with photograph and resume toi — 


Elaine Goodwin, General Sales Manager 
Far Eastern Economic Review Ltd, GPO Box 160, Hong Kong · = - 
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T signing of the accord between 
Portugal and China over Macau and 
the possibility of Lisbon developing its 
own Chinatown does not seem to have 
redirected the day-to-day worries, am- 
bitions or preoccupations of Lisboetas 
— as Lisbon's citizens are known here. 
There are some signs perhaps that Lis- 
bon is preparing for a Chinese invasion 
by the apparent clean-up of the streets 
through the disappearance of much of 
the slogan-infested walls, that have 
been such a characteristic of this ancient 
city for the past 12 years, and the rapid 
emergence of interest in the stock ex- 
change. 

On reflection, the clean-up has more 
to do with the tough-minded attitude of 
the Cavaco e Silva government than Lis- 
boetas preparing for Cantonese tidi- 
ness. In any event, the possibility of a 
new government or а parliamentary 
election will undoubtedly revive the en- 
thusiasm for wall slogans. Slogans or 
otherwise, it is with regard to the stock- 
exchange growth that the relaxed Lis- 
boetas, now basking in the warm spring 
sunshine, have most to fear. Not, as one 
might imagine, from the investment and 
work-oriented Asian emigré, but from 
the напру pan-European equity invest- 
or, who, having ravaged the stockmar- 
kets of northern Europe, has discovered 
Lisbon, and appears now set on dislocat- 
ing its trading volume and stock avail- 
ability through the weight of demand. 

With 40 companies listed on the offi- 
cial market (the official market is open 
to companies which have 50 or more 
shareholders), the Lisbon Stock Ex- 
change is a market enjoying spectacu- 
lar growth in capitalisation (from 17- 
27 March it grew 11%). With pos- 
sibilities of a spate of new issues in the 
latter part of the year on the horizon the 
foreign investor has taken note. For- 
tunes have been made over the past six 
months and the president of the stock 
exchange has become as well known in- 
ternationally as the country's leading 
footballers and marathon runners, as he 
tours around Europe's capitals besieged 











by international brokers hungry for in- 
formation. 

The stock exchange can be found in a 
corner of the Commercial Square close 
to where the ferries transfer a vibrant 
workforce from the industrial suburbs 
across the river Tagus to Lisbon's com- 
mercial district. For those who know it 
there is the feel of the Star Ferry 
arriving at Statue Square in Hong- 
kong. The difference being that there 
are no skyscrapers in Commercial 
Square, only the beautiful stylistic 
memory of a maritime nation of yes- 
teryear. Some 12 months ago the stock 
exchange building was hardly known 
except to those professional punters of 
pre-1974. In the intervening years, 
some professional punters have re- 
tained their nostalgia for those casino 
years and regularly visited the almost 
empty building to scan the ghost-like 
screens, but today all is different. 


Teer, the business of the day 
begins later in Lisbon than in most 
centres and the stock exchange is no ex- 
ception. By 10 a.m. in the large stone- 

illared hall which constitutes the deal- 
ing floor, there is little activity. The 
main broker who commands 80% of the 
market has not yet arrived, and without 
him trading cannot begin. Groups of 
largely bespectacled, modestly dressed 
persons, in greys and fawns, begin to as- 
semble behind the screens in the public 
area separated from the trading floor. 
High up are two screens which allow the 
spectators to study the advancing 
prices. As the room begins to fill up, a 
number of old ladies join the growing 
throng to demonstrate that Portugal is 
no longer a male-dominated society. 

At 10:12 a.m., the main broker ar- 
rives. Nattily dressed and tanned, he 
contrasts with the punters staring at 
him. Immediately he, with the four 
other brokers, supplemented by three 
screen operators, start proceedings. 
The brokers, recently increased from 
three, are the moment’s elite. For them 
the long hard haul to pass the stock ex- 
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Lisbon's Bank of Portugal; Cavaco e Silva inspecting troops in Macau. 
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change exams has been a bonanza, and, 
for the time being, they can enjoy their 
poste for some 20 other aspiring 

rokers are currently studying for the 
exams and they too in time ambitiously 
expect to carve outa share of the market 
place, These are the Portuguese version 
of Yuppies. 

Excitement mounts among the 
crowd as the occasional blip moves 
across the screen and an American 
photographer joins and manages to find 
out what all the excitement is about. It is 
now 10:20 a.m., and into the exchange 
walks the president. Bespectacled, re- 
laxed and enthusiastic, he would have 
arrived earlier, but, like so many others 
he has become another victim of the 
corniche road between Lisbon and the 
resort of Estoril near to which so many 
people live and on which so many car ac- 
cidents occur. By noon, the crowd has 
swelled to well over 100. The scene is 
very reminiscent of a betting shop. 

Students, taxi drivers, textile mer- 
chants, wine growers, newspaper ven- 
dors; voters from all political parties 
throng the room, all trying to see the 
moving screen. For many this is merely 
an information-gathering exercise since 
it is rumoured that the real trading takes 
place in an unofficial market in another 
quarter of the town, where those lucky 
persons, who, armed with contract 
notes or share certificates, can trade 
them — the ultimate street market. 

With the gambling mentality thus as- 
sured and the people starved of such 
monetary excitement for so long, the in- 
flux of Chinese venturers, seeking a 
European bolthole following the Macau 
accord, can refuel the belief that Lisbon 
is staking its claim to become a southern 
European Hongkong. They will need to 
hurry however, for otherwise the Ita- 
lian, Belgian and British punters will be 
there first. — C. William Knight 





ONLY THE VERY DEDICATED 
CAN MAKE HISTORY. 


Royal Oak, ultra-thin movement, water-resistant to 50 meters. 


In 1909, Ettore Bugatti 
built the first four-wheeled 
thoroughbred in history. 
Determined to create an 
automobile of unsurpassed 
beauty, he was prepared to 
risk everything in the pur- 
suit of this one ideal. And 
that is why each of his cars 
is a work of art that cannot 
be copied. 

In 1970, Audemars 
Piguet entrusted its master- 
watchmakers with a new 
and challenging mission. 
They were to create the 
first luxury sports watch. 

For months, designers 
and technicians combined 
craftsmanship with tech- 
nology to produce a master- 
piece that went beyond any- 


thing that had been seen 
before or since. 

A landmark in watch- 
making history. They re- 
vealed bolts and burnished 
metal to a satiny sheen, 
until the unprecedented 
and distinctive symmetry 
they were striving for be- 
came reality. 

The Royal Oak. An 
exclusive concept for an 
exceptional lifestyle. Born 
of the whole-hearted pur- 
suit of an ideal. Where cost 
plays no part. Where each 
unique piece bears a num- 
ber to tell its tale to future 
generations. Where copies 
can never equal the orig- 
inal. 

Today, the proud owner 








of a Royal Oak can easily 
identify with the spirit of 
the craftsman who risked 
all to create an ideal. A 
dream of perfection that 
became part of history. 





Bugatti type 51, 1930, 8 cylinder 2.3 L, 


187 HP. 


Audemars Piguet 


La plus prestigieuse des signatures. 


nd Service Centre: BANGKOK: Trio Import Co., Te 28.60. HONG-KONG: Desco (HK) L 
15071. KUALA LUMPUR al (Pte) Ltd., Tel. 221573. SEOUL 


: Pantia Niaga, Tel. 346071 
Tel. 777-3841-3 SINGAPORE: Silvaroyal (Pte) Ltd., Tel. 33793.62, TAIPEI: Audemars Piguet Showroo 
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Ке than a holiday, it's а odlebration ail 


If you love things Italian wait until you've tasted 
them in Italy. There’s so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 

it's more than a holiday, it's a celebration of life itself. 
But don't just come to Italy. Come to 

Alitalia's Italy. We can show you Romeo and Juliet’s 
balcony in Verona; let you sigh on the 

Bridge of Sighs in Venice; gaze in awe at 


Grand Canal in Ven 


Michelangelo's ‘David’ in Florence; sit where 

Roman Emperors sat in ancient Rome; point you in 
the direction of the most elegant boutiques. We'll also 
give you more direct flights to Rome and help you 
plan the best money-saving ‘Intermezzo Italia’ tours. 
This year, come to Italy with Alitalia 

and celebrate life Italian style. For information, 

see your travel agent or Alitalia for our free 
‘Intermezzo Italia’ brochure. 


Alitalia 


Tha airlina ^f tah, 





THE REVIEW OF ADVERTISERS 1985 


The advertising carried in the The Review’s “Review of 

Review in 1985 representedevery Advertisers 1985” contains a 
category from airlines and hotels, sample of every campaign carried 
banking and financial services, by those companies promoting 
liquor and luxury products through — their message to the highest 

to shipping, industry, and many concentration of influential, affluent 
many more from over 550 of the individuals available through any 
world’s leading companies. publication in this region. 


With an average of 50 pages of If you would like a copy of this 
advertising per issue andatotalof ^ booklet, write on company 

over 2,600 pages through the year, letterhead to: 

the Review continues not only to be 

compulsory reading for senior Ms Elaine Goodwin 
executives conducting business in General Sales Manager 

Asia but a compulsory part of any Far Eastern Economic Review 
advertising schedule aimed at Asia’s GPO Box 160 

decision makers. Hong Kong 





Now that I've just flown half way across Asia 
why should I stay half way across town? Why indeed, when Westin 
is precisely where I need to be? Always the right hotel in the right location. 
Like The Westin Chosun. Right in the heart of Seoul. Where the business is. 
Westin Hotels in Asia And where I'm right on top of the action. The more I travel in Asia, 
асса Men. He wines coma the more I'm staying Westin. = 












Ж ls jecur rey е " / WESTIN 


A UNIQUE OPPORTUNITY... 
FOR THE FOURTH TIME 
IN THE REPUBLIC OF KOREA 





The Italians, undisputed international leaders 
in the production of quality and high fashion 
EN goo sns silices c a 


1 


materials and complementary products for — .— 1 1 
footwear, leather goods and leather clothing. < WESTIN CHOSUN HOTEL (Seoul) - 
QUALITY PRODUCTS 25 to 27 May, 1987 | 
Come only from j from 10 a.m. to 6 pm. l F 
QUALITY MATERIALS AND COMPONENTS _ —free admittance for Trade only 1 k 
. А 1 
Dont miss it, VISIT 4 
Jl : 
| 4th ITALIAN EXHIBITION FOR : 
COMPONENTS OF FOOTWEAR К 
AND TANNERY PRODUCTS : 
Italian Trade Associations E 
UNIC: NATIONAL UNION OF TANNERY А 
Via Brisa З 20123 MILANO t 
Tel : 02-801026 Tlx : 331838 UNIC | % 
ANICAM: Via Pietro Calvi 3 20129 MILANO 2 
Tel : 02-7420742 Tlx : 313122 SPITEX I Ч 


Par tn “>. 





5, 4-ka, Namdaemun-ro, шек и, 
элү 100, Когеа С.РО. В 
Tel: 779-0811/3 Tix: K25655. СЕБЕП. 


For detailed information, contact 
i5 Y ЖЄ ITALIAN TRADE COMMISSION 
v " Fl. Korea Chamber of Commerce & Industry Bldg.. 









2 nights and 3 days at 
the Mandarin Singapore 
for S$205.00 nett! 


charge at The Library and Kasbah 

• No charge for second person 

sharing the room • Late check-out 

can be arranged • Special rates for an 

extended stay (third night onwards: 

$$95.00 nett*) 

*Rates include service 
and tax. Valid till 31 






Mandarin Executive Package 






* Deluxe room in the Main Building 
* Complimentary fruit basket 

* Chinese tea service in room upon 
check- in e Welcome 
drink • Free use of 
Mandarin Recreation 












and Health Club 

facilities (except for December 1987. 
massage and squash/ Plus 2 incredible 
tennis courts) options! 

* Complimentary 50% discount of these 
coffee/tea making rates: 






facilities in room 
* Free shuttle service 
from hotel to Shenton Way 
everyday at 8.40am € No cover 


ж Half-day city sight- 

seeing tour 5$16.00 

ж Selfdrive airconditioned car 
$85.00 (1300 cc, unlimited mileage) 









For reservations, contact: 
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In the tradition of emperors. 





Tix: RS 21528 MANOTEL. Fax: 732 2361. 








After you've buckled up in the beau ippointed cabin 
on one of Singapore Airlines’ modern jetliners and are 
being pampered by the world renowned "Singapore Girl 


be sure to ask her for your copy of the Far Easterr 





ailable on all S.A. internatior 


Your copy of the Review and the Singapore gir “What a 
"rey Vues th 
great way to fly 
FarEasternEconomic 
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WWF Kojo Tanaka BCL 


‘The 
Giant Panda 
needs your help 
to survive 


ONCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of- about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 
е, 
WWF WORLD WILDLIFE FUND 
WWF acknowledges the donation of this space by 


Far Eastern Economic Review. 
Advertisement prepared as a publie service bv Огу & Mather. 
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. Well-traded. Bridging East and West for over 100 years. 


à 


Throughout history, Asia has been a 
favoured destination for Western traders. 

It was in East Asia that the Hongkong and 
Shanghai Bank was established over a 
century ago, expressly to finance East-West 
trade. 


Our unique experience in trading with the 
rest of the world has made us a pioneer in 
trade finance. In 1865 we opened a branch 
in London. The following year, a branch 
in Japan. In 1875 we were the first foreign 
bank to set up a full-service branch in the 
United States. By the turn of the century, 
branches were open from France to 
Singapore, Germany to the Philippines. 


Whether you are based in the Americas, 
Europe, the Middle East or the Far East, 





our global network is able to meet all your 
trade finance requirements, including pre- 
export and post-import financing. So no 
matter where you want to trade from, or 
to, the Hongkong and Shanghai Bank will 
bridge the gap. 


And, to take the time and trouble out of 
your Import/Export procedures, we also 
offer Hexagon, the Group's state-of-the- 
art electronic banking system. It lets you 
control many of your international and 
domestic financial affairs from your office. 


For further information on our services 
and facilities, contact your nearest branch 
of the Hongkong and Shanghai Bank. 
We'll help you forge a link with greater 
profits. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 





Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 
Wardley + James Capel * CM & M 
Equator Bank 
Carlingford and Gibbs Insurance Groups 
Concord Leasing 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
EXCEED US$9! BILLION 
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Probably the best beer in the world. 
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Samsung believes in teamwork the kind of striving 
together that combines the depth of our experience with the 
best of our technological skills to bring you our finest achieve 
ment high quality electronic products 





Samsung has something for everyone. You'll delight in the 
picture clarity and vibrant sound of our color TV, VCRs, and 
audio equipment, and Samsung home appliances will give 
you performance you can rely on. 

All Samsung products display the qualities that earned us a 
place as major suppliers for the recent „ттт 






Asian Games and the 1988 Seoul Olympics 
telecommunications network 

We are doing more than just providing you 
with dependable electronic products to make 
your work and life easier, we are building 
lasting relations 


ps ————— —— 


hi 






SAMSUNG 


Electronic: 





YOU CAN’T TAKE AWAY 
FINE SERVICE. | 









It is so good that some- 

times people take it for granted. 

Of course, we never do. 
Which is why at the 

Hongkong Hilton, superb 

service is definitely here to 

| stay. 










For reservations, call 
your travel agent, any Hilton 
International hotel or Hilton 
Reservation Service. 
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Executions in 
Cambodia 


I have been following the debate in your 
columns between Prince 
Norodom Sihanouk and Elizabeth 
Becker about the political executions 
ordered by the prince in Cambodia be- 
fore 1970 (in other words, during 
peacetime). I was the author of the arti- 
cle published in the French review His- 
toria (no. 391 — Paris, June 1979) men- 
tioned by An Observer in Europe [LET- 
TERS, 23 Apr. ]. 

Having lived as a journalist in 
Phnom Penh from 1964-75, I can con- 
firm that there were public executions in 
Cambodia during the 19605. 

Fhese were primarily public execu- 





tions of Khmers Serei (or Free 
Khmers — the rightist opposition) up to 
1967. 

How many? About a dozen, to my 
own knowledge they included: Preap 
In, Chau Bory, his brother Mathura, So 
Ngoy, Chau Si and Nget Ngin. By order 
of the prince, these executions were 
given wide publicity throughout the 
kingdom. 

The two photographs — above and 
overpage — show the double execution 
of Chau Si and Nget at Phnom Sambeur 
(a district of Phnom Srouch, a pro- 
vince of Kompong Speu) on 1 June 1964. 
I have in my possession about 6 
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A WORLD OF TECHNOLOGIES PACKAGED TO ORDER. 


As a major international supplier of 
aerospace and information systems, we 
know that technical and production 
collaboration is good business. For 30 
years, we've demonstrated that commerce 
thrives when international aerospace and 
defense design teams and ours at 
McDonnell Douglas join together. 

When Canada needed F/A-18 Hornet 
fighters to increase NATO defense 
capabilities, McDonnell Douglas joined 
with Canadian industry to build them. 
Canadian students learn computer-aided 
design and computer-aided manufacturing 
through an educational program we 
created, and graduates help man factories 
that provide McDonnell Douglas with 
F/A-18 Hornet fighter, MD-80 and MD-11 
jetliner parts. 

When Great Britain had a vertical takeoff 
fighter that could operate close to the front, 
we joined in its design and in their venture. 


Now companies in both Britain and 
America produce the Harrier II for our 
countries and others. 

In the Federal Republic of Germany, The 
Netherlands, and the United Kingdom, the — — 
value of Harpoon missile deliveries is more _ 
than matched by goods and services for. 
which markets were developed by 
McDonnell Douglas. : 

In Spain, young pilots learn to fly witho 
ever leaving the ground on si 1 
developed from American technology. _ 
Spanish engineers help us improve < 
plane designs and make parts for 
McDonnell Douglasjetliners. — 
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MCDONNELL DOUGL 


Information Systems * Health Care * He 
Military and Commercial Aircraft + Space and 


_ © 1987 McDonnell Douglas Corporation _ 






“Excuse me. Poe just flown into 1 

Hong Kong. Do you know if there's 

an ANZ OE “Yes there is, ANZ las ber: 
Hong Kong many wams. You! (1710 
them tn Exchange Square,’ n 


j M Basin or Africa, North America or Europe, 
ANZ is there. 

You won't find a little desk tucked away in the 
corner of town. You'll find offices wholly owned and 
operated by the Australia and New Zealand Banking 
Group. 

In fact, ANZ is making its presence felt in 40 
countries around the globe. 

From the moment you talk to us, you'll appreciate 
that ANZ has the experience, resources and ability to 
provide a level of service matched by only a few 
international banks. We can give you what you need, 
from the most sophisticated swap deals to competitive 
foreign exchange quotes. 

Of course, it goes without saying that as 
Australasia's leading international bank, we're also the 
leading bank in the AUD and NZD foreign exchange 
markets. 

For further details contact: 

Hong Kong Telex No - 86019; Telephone 215511; 
Singapore Telex No - 23336; Telephone 5338355; 
Tokyo Telex No - 24157; Telephone 2711151. 

So no matter how far away from home you find 
yourself, ANZ will be very close at hand. 


AN = Worldwide 


AUSTRALIA AND NEW ZEALAND BANKING GROUP LIMITED AUSTRALIA * BAHAMAS * BAHRAIN * BANGLADESH * BRAZIL * CANADA * CAYMAN ISLANDS * CHANNEL ISLANDS 
* CHINA * ENGLAND * FIJI * FRANCE * FEDERAL REPUBLIC OF GERMANY * GHANA * GREECE * HONG KONG * INDIA * INDONESIA * IRAN * ITALY * ТАРАМ * IORDAN 
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Later, between 1969-70, there were 
numerous executions of alleged Khmers 
Rouges. On 19 August 1968, during a 
speech in the province of Kompong 
Thom, Sihanouk himself declared that 
he had caused the death of 1,000 people 
and that “it had not prevented him from 
sleeping.” These Khmers Rouges seem 
to have been mostly discontented peas- 
ants, with no particular political opin- 
ion. 

After the fall of Sihanouk (18 March 
1970) the Lon Nol government released 
all the political detainees. Their release 
took place in the presence of numerous 
witnesses on 2 April 1970. They num- 
bered 486, all of mixed political tenden- 
cies. Then the Sihanouk regime was im- 
prisoned at Phnom Penh. 

It thus appears indisputably that dur- 
ing the 1960s Sihanouk practised a po- 


Myths of Tibet 


I have taken a close interest in the Tibe- 
tan refugees since 1962 and would like 
to draw your attention to a few of the 
several inaccuracies in the article by 
Nergis Dalal, The shimmering myth of 
Tibetans abroad [ARTS & SOCIETY, 2 
Apr. |. 

Only 3,100 refugee Tibetans live out- 
side India, not 10,000 as stated by Dalal. 
Of the 1,689 Tibetans in Switzerland, 
the largest group among these, only 243 
have taken Swiss citizenship, not “al- 
most all” as suggested by her. Again, 
Sera, Drepung and Gaden in south- 
ern India are the largest monasteries 
outside Tibet, not Thekchen Choe- 
ling. 

Most Tibetans are educated in the 
numerous Tibetan schools in India, and 
all indications are that they remain 
deeply religious despite external “mod- 
ernisation," her own example of Western- 
educated Khando Chazotsang is being a 
good illustration. Inside Tibet also, ac- 
cording to TRAVELLER'S TALES, the 
young are keenly religious, and badges 
and pictures of the “shimmering myth” 
abound. 

The purpose of this ill-assorted col- 
lection of facts and fiction appears to be 
to dishearten the Tibetans in their effort 
to maintain their identity (which she 
quotes as the Dalai Lama's greatest an- 
xiety) by suggesting that the loss is inevit- 
able and under way. The Chinese, by a 
flood of Han immigration, are trying to 
accomplish this goal in Tibet, against all 
the principles of the UN of the rights to 
culture and identity. India, as Indira 
Gandhi once said, is a salad bowl 
of cultures, not a melting-pot civilisa- 
tion. 

It is not the experience of this writer 
that the Indian public has any objection 
to the 100,000 Tibetan refugees retaining 
their language and religion. The Parsees, 
about ы Dalal would herself vouch- 


licy of rigorous political repression of 
the opponents of his regime. 

If you should wish for further details 
on this subject, I am ready to provide 
them, in particular of the executions of 
the Khmers Serei, I ss otherwise 
unobtainable photographs of which the 


safe, themselves came as religious ref- 
ugees to India centuries ago, and 
number roughly the same as the Tibe- 
tans. e continue to keep non-Par- 
sees out of their Fire Temples and Tow- 
ers of Silence, and do not admit con- 
verts into their fold (the opposite is true 
of Tibetan Buddhists). Many hair-rais- 
ing stories about them also make the 
rounds of the bazaars and cocktail par- 
ties; common ignorance and prejudice 
is confined neither to the illiterate nor to 
the educated memsahibs — diplomatic 
or otherwise. 

All castes and communities in India 
live in glass houses — it can hardly be 
the task of enlightened journalism to 
encourage the throwing of stones. 

New Delhi Madhuri Sondhi 


Right of Taiwan 


It is with deep appreciation that I read 
the essay Let the people decide the fu- 
ture of Taiwan by Gerrit van der Wees 
[THE 5TH COLUMN, 30 Apr.] and the 
reference to self-determination as a 
basic right enshrined in the charter of 
the UN. As stated, if it is applicable to 
such outposts of human civilisation as 
Vanuatu and the like with only a few 
hundred thousand inhabitants, cer- 
tainly it is applicable to the 19 million 
people of Taiwan. 
London H. Schat 


Praising Lehrer 

As a long-standing, though relatively 
young reader of your magazine, I was at 
first pleased and rather dismayed to 


read the reference to Tom hrer 
[TRAVELLER'S TALES, 2 Apr.]. I take 
great delight in introducing his songs and 
humour to my friends and contem- 
pores both in England and the Far 

ast. I never travel without my cassettes 
of his songs. 


Kuala Lumpur Benedict Harris 


authenticity is irrefutable; they came | 
from the Minister of Information of | 
er vnam of Cambodia prior to 


Doubtless Sihanouk has forgotten 
that these photos exist. 


Paris Bernard Hamel 


The Vietnamese factor 


The efforts by the Cambodia Documen- 
tation Commission and some 200 well- 
intentioned survivors of Cambodia's 
holocaust to bring Pol Pot's Khmer 
Rouge to trial before the world court is 
very commendable for its moral virtues 
[Ghosts of governments past, 23 Apr.]. 
Although raising concerns and aware- 
ness, the exercise is, however, untimely 
and unbalanced. One cannot help notic- 
ing in the 1,200-word letter addressed to 
governments who are signatories of the 
genocide convention that the word 
"Vietnamese" is mentioned only once. 
There is probably not one Cambo- 
dian around the world whose family and 
life have not been affected by the 
Khmer Rouge rule. Their unsurpassed 
atrocities are undeniable. Unfortu- 
nately, the Vietnamese occupation 
forces are no better. They and 700,000 - 
civilian colonisers, with extra-territo- | 
riality privileges, are pursuing a virulent 
new form of colonialism which will re- 
sult in a Vietnamised Cambodia. They 
are actually the “lesser of the two evils.” 
Because of its flagrant violations of in- 
ternational law and the UN Charter, the 
Vietnamese adventure has been over- 
whelmingly condemned by 115 nations 
which have called for their withdrawal 
and the Cambodian right to self-deter- 
mination. What the Cambodians need 
now is freedom and independence from 
Vietnamese colonisation and the oppor- 
tunity to choose their own form of govern- 
ment. Given a free choice, they would not 
vote the Khmer Rouge back into power. 
If the sincere intention of the Cam- 
bodia Documentation Commission is to 
help “serve as a lesson and warning to 
future dictators,” then ех-Кһтег 
Rouge officials who make up the cur- 
rent leadership of the Vietnamese-con- 
trolled regime in Phnom Penh must also 
be included in the prosecution. 
New York Sichan Siv 


























Now there's a better 
torunan office. 


in today's office, paper is history. Be- without leaving your desks. You can 
cause now, with a Data General integrated — schedule meetings and update diaries, as 
office system, all communications can , m well as plan and organise information 
be performed electronically. Instantly. on your personal database, Mess- 
Imagine how much time will be | ages can even be received without 
saved when you and your оаа interfering with theworkinhand. — — 
can retrieve and update informa- So stop playing with paper. | 
tion from any file, simultaneously, Call Data General now. ej 











Regional Headquarters: Hong Kong Tel 5-5429111 Telex 61666 DGAMO HX * Subsidiary Offices: HK/PRC Toi 84201 Singapore T 220977 «Kora Tt T8-8000 Seoul) 
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Pages 12-14 
President Aquino proves her con- 
tinued popularity as her hand-picked 
candidates head for a sweeping con- 
+ gressional win. 


Page 20 
Afghan guerillas mount two attacks 
on Soviet territory in neighbouring 
Tajikistan. Meanwhile, the Soviet re- 
public is held up as an example by 
Moscow for its improved cotton pro- 
duction. 

22 
Australia's criticism of Libyan involve- 
ment in the Pacific draws the ire of 
Vanuatu, the alleged target of Tripoli's 
activity, while New Zealand plays 
down the issue. 


Page 34 

Opposition leader Kim Young Sam — 

apparently deliberately — provokes 

the Seou! government after it cuts 

| short a national debate on constitu- 
| tional reform. 


Page 35 

With Japan’s LDP leadership poll 
likely in the autumn, the contest for 
control of the party’s largest faction 





creasing tension between the two 
countries, especially since the end of 
the Hu Yaobang-Nakasone ‘special 








A proposed new Thai press law will: 
liberalise legislation but at the same |: 


| Pages 60-62 
Confusion over Tokyo's proposals to | i 
tax Japanese banks’ overseas profits 








F or generations India has been supplying the world with 
workers, many of them highly skilled. Now the country is 
finally getting some return from this perennial outflow of hu- 
man capital. Non-Resident Indians (NRIs), enticed into bring- 
' ing their funds, and sometimes their skills, back home by a 
range of generous incentives, have created a strategic pool 
of investment capital -— 
or enmity of their stay-at-home countrymen. South Asian 

economics correspondent Lincoln Kaye examines the im- 

pact the NRis and their money are having on India, while | 
correspondents Nayan Chanda in Washington, Nick Sea- 
ward it in Kuala Lumpur and James Bartholomew in London look at the relation- 
ship of overseas Indians with their homeland. Pages 83-90. 


— and have often provoked the envy 


Cover illustration by Michael Lui. 
Page 48 


time impose stricter self-regulation on 
unethical practices. 


and increased capital-ratio require- 
ments in Hongkong may force some 


operations to move out of the terri- 

tory. Meanwhile, Macau . enacts: 
| offshore-banking plans in the hope of 
skimming off some of Hongkong's- 


business. 


Page 64 
South Korean steel giant Posco ex- 


"pands its operations despite a world 


glut of the metal. 


Page 69 : 

Japan allows its major market 
players to invest in financial futures, 
opening the way to a surge of busi- 
ness for the Simex Nikkei futures con- 
tract. 

Page 70 


The two-year slump in the 


Bangladesh economy has yet to bot- 


tom out, but an underlying financial 
strength could support a major turn- 
around. 


Page 74 

A wide range of Sri Lanka's state- 
owned businesses are slated for a re- 
turn to private ownership. 


Page 96 
Multi-Purpose Holdings, the business 
‘arm of the Malaysian Chinese Associ- 
ation, reports an even bigger loss than 
it did a year ago. 


Hongkong investors boost 
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New Delhi imposes 
direct rule on Punjab 
New Delhi dismissed the 


elected government of Punjab 
and suspended the state legisla- 
ture indefinitely on 11 May, 
bringing the terrorist-infested 
northern state under its own 
tule, as was the case before 
1985. The government's an- 
nouncement blamed the ruling 
Akali Dal, the moderate Sikh 
communal party, for "failure 
to deal with the fundamental- 
ists and terrorists who run a 
parallel administration in the 
state." 

Reacting sharply, some 
national opposition parties 
have alleged that the dismis- 
sal stems from the ruling Con- 
gress party's calculations for 
next month's elections in 
Haryana, adjoining Punjab, 
where the predominantly 
Hindu electorate is believed to 
have been hostile to the neigh- 
bouring Sikh government. 

— Salamat Ali 


tax reform 
to panel 
Japan's ruling Liberal Demo- 
cratic Party (LDP) has decided 


| mot to try to extend the current 


liamentary session beyond 
May, making it virtually cer- 


tain that the government's pro- 
posal to introduce a 5% sales 


tax will be scrapped. The tax 
reform issue will instead be re- 
ferred to a joint panel of the 
LDP and the four main opposi- 
tion parties. The government 
hopes to convene an extra- 
ordinary session of parliament 
in July or August to continue 
debate on the tax issue and 
to pass a supplementary bud- 
et aimed at reflating the 

lomestic economy. 
— Charles Smith 


Thais say Malaysian 
communists finished 
A Thai army commander said 
on 11 May that a current drive 
against remnants of the Com- 
munist Party of Malaya 
CPM), based in southern 
ailand, could well be the 
final operation to put an end to 
the CPM's armed struggle. 
Maj.-Gen. Kitti Rattana- 
chaya, speaking in the south- 
ern Thai province of Narathi- 
wat, was referring to the fact 
that more than 800 CPM 


ке had surrendered to 
ai authorities recently, leav- 
ing less than 1,000 still in the 


jungle. The Thais are giving 
CPM fighters amnesty and lan 
to remain in southern Thai- 
land. The current military 
operation against remaining 
CPM jungle strongholds is de- 
signed to persuade intransigent 
guerillas to accept a similar 
amnesty programme. 

— Rodney Tasker 


With less than a month to go 
before the ruling Democratic 
Justice Party (DJP) meets to 
nominate a prospective succes- 
sor, President Chun Doo 


Hwan has reshuffled senior 
Puy posts in a clearsignal that 
e remains very much in charge 





— and intends to be so until his 
scheduled retirement in Feb- 
ruary 1988. Only two of the 
DJP's 13 standing committee 
chairmen were retained in the 
shake-up, which opposition 
parties saw as a move to 
strengthen the position of 
hardline members. 

In one of the more signifi- 
cant changes, former party sec- 
retary-general Kwon Jung Dal 
was moved from the home af- 
fairs committee to head the na- 
tional policy coordinating com- 
mittee, generally regarded as 
an advisory think-tank for 
party chairman and presiden- 
tial heir-apparent Roh Tae 
Woo. Kwon replaces Park Jun 
Byung, a retired general who 
has been named chairman of 
the less-important health and 
social affairs committee. 

— John McBeth 


CORRECTION 


Net Japanese purchases of 
foreign bonds in the year 


ended 31 March 1987 totalled 
US$98.9 billion on trading of 
US$2.84 trillion, not US$3.33 
billion on trading of US$285.23 
billion as stated in Nervous con- 
ditions (Review, 14 May). 





BUSINESS 


Japanese life-insurance 
firms take forex beating 
Japanese life-insurance com- 
panies suffered ¥1.4 trillion 
(US$10 billion) in exchange 
losses on their overseas 
investments during the finan- 
cial year ending in March, ac- 
cording to reports submitted to 
the Ministry of Finance. Most 
companies, however, were 
able to cover the losses by pro- 
fits from domestic investments. 
Life-insurance companies have 
been heavy investors in US 
Government bonds, but in the 
ast two months the flow of 
unds into the US market has 
diminished sharply. Japanese 
institutional investors re- 
mained on the sidelines during 
the US Treasury's three-day 
bond auction in early May, 
leaving the “Big Four” securi- 
ties companies (Nomura, 
Daiwa, Nikko and Yamaichi) 
as the main Japanese purchas- 
ers. — Charles Smith 


Bank Indonesia pushes 
up interest rates 
The central bank, Bank In- 
donesia, on 8 May increased 
base interest rates on its money- 
market securities, discount and 
swap facilities from 17% to 
19%, 18.5% to 20%, and 8% 
to 9% ie e Interest 
rates on 30-day Bank In- 
donesia Certificates were 
raised on 6 May from 14% to 
16%, and for 90-day certifi- 
cates from 15% to 17%. “This 
new move is necessary to rein- 
vigorate the mobilisation of 
private savings because the 
growth of private savings gen- 
eration has declined since last 
year,” said Binhadi, the bank’s 
director for capital markets. 
Following the move, the state 
banks raised their interest rates 
1-2 percentage points. 

— Vaudine England 


Singapore and New York 
link on OTC share trades 


The Stock Exchange of Singa- 
pore has reached agreement 
with the US over-the-counter 
share trading market to begin 
exchanging a selected list of 
quotations later this year. The 
exchange will be between the 
New York-based Nasdaq and 
Singapore’s recently intro- 
duced electronic share market; 
Sesdaq. Around 50 stocks will 
be traded in both countries 
under the agreement, which US 
National Association of Securi- 






ties Dealers president Gordon 
Macklin described as a “major 
step towards an integrated, 
three-way tradin linkage 
among markets in Europe, the 
US and the Pacific Basin.” 
Nasdaq has already established 
a link with the London Stock 
Exchange under which 280 
Nasdaq stocks and 200 from 
London are traded mutually. 
Unlike the London-New York 
link-up, that between Singa- 
pore and New York will not be 
on-line initially. 


— Anthony Rowley 
New York up 
Malaysia Fund - 


The New York-based Malaysia 
Fund was snapped up within 10 
minutes of its 8 May opening. 
The 7 million shares of the 
closed-end fund were listed on 
the New York Stock Exchange 
the same day and closed at 
US$12.125 — a slight premium 
on the US$12 issue price. The 
Malaysian adviser to the fund, 
Arab-Malaysian Consultants 
announced that additional 
shares equivalent to 15% of the 
US$84 million paid-up capital 
would be issued to unsuccessful 
subscribers soon. Strong buy- 
ing interest from US institu- 
tions prompted the increase in 


the proposed capital from the 
original US$60 million to 
US$84 million. 


— Nick Seaward 


gets nod 
casino 
Malaysian-based 
Genting International and 
local partner Civil and Civic 
Ltd to build and run a new 
casino-hotel ws pie in Syd- 
ney has emerged the winner 
over rival bidders Lonrho, 
Macau's Stanley Ho and others 
for what will be the state's only 
legal casino. Final endorse- 
ment of Genting has been with- 
held for some weeks, however, 
as the West Australian Corpo- 
rate Affairs Commission is in- 
vestigating whether Genting 
failed to disclose knowledge 
of impending cost overruns 
in a prospectus for public in- 
vestment іп Perth's giant 
Burswood Island casino, in 
which Genting has a 4295 hold- 
ing. Should Genting be prose- 
cuted, a third tender for the 
sensitive Sydney project could 
be forced: the first was nullified 
after a eon реч report on 
the winning Hooker-Harrah’s 
consortium, who are now sue- 
ing the state for A$760 million 
(US$541 million) damages. 
— Hamish McDonald 
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SARAWAK SALE? 
= The main reason for Malaysian Prime 
Minister Datuk Seri Mahathir 
‘Mohamed’s two-day visit to Brunei in 
March was not the ostensible one of 
Aproving transport links. It is 
understood that foremost on the 
agenda was a proposal to sell Brunei a 
-sizeable area of jungle belonging to 
the neighbouring Malaysian state of 
Sarawak, which currently divides the 
ny Bruneian territory into two 
halves. The area in question is known 
as Limbang and covers around half of. 
arawak's thinly populated 8,000 km2 
Fifth Division, which was hived off 
from the Brunei Sultanate early this 
г |. century. If the sale goes ahead — and 

‘| prices being mentioned start at US$6 
‘billion — Brunei's territory would be 
nearly doubled. | l 


TRIAL BY TRIBUNAL 


The Pakistan Government has 
























. Arabs involved in the September 1986 
|. hijacking of a Pan American aircraft 
“at Karachi Airport. The hijackers — 
four Palestinians and a Libyan, all 
believed:to be members of the Abu 
, Nidal terrorist group-— will be tried 
by a special tribunal, which will be 
-:elosed to the public. The trial is likely 
, tostart at the end of the Muslim holy 
month of Ramadan, which began in 
: early May. As a special security 
measure, names of tribunal members 
will not be announced. Apart from 
security considerations, the 
government is also concerned about 
the political repercussions of publicly 





| KOREANC 





> decided against an open trial for five ` 





trying Arab terrorists. Although 
Pakistan opposes terrorism, it has 
generally supported the Palestinian 
cause and sections of Pakistani public 
opinion are sympathetic to Arab 
extremists. 


COMMUNIST CAPITAL LINKS 
North Korea and the Soviet Union 


have opened the first direct passenger 
rail service between Pyongyang and 


|, Moscow. Trains leave both capitals 
twice a week — on Mondays and 


Wednesdays — ona week-long 
journey which takes them across 
Siberia and the Tumen River, the. 


-waterway marking the North Korea- ` 


Soviet border. 


RITIC CURBED 

David: 
Blakemore, the 
US State 
Department’s 
country director 
for South Korea, 
has been 











US Embassy in 
Nigeria after 
barely nine 
months in the job. 
Blakemore is believed to have been 
critical of the regime of President 
Chun Doo Hwan and one of the main 
forces behind a tougher State 
Department position on promoting 





' democracy in South Korea. His 


untimely departure, coming in the 
wake of Chun's cancellation of 
dialogue with opposition parties, 


“Jof rescheduling some of Indones 


transferred to the 





raises doubt about the continuatior 
that approach. 


DEFERRING THE DEBT 


Sentiment is growing in favour 








.US$33 billion foreign debt as 
the servicing ratio has recently... . 
‘hit the estimated level of 40% of 
i р 





for economics, finance and inc 

Wijoyo Nitisastro. Younger 

economists including Hadi Susastro. 
‘of the Centre of Strategicand ~~ 
- International Studies are in favour 
a moratorium on payment, at least 
on the principal, to spare the coun 
_ from the punishing amount of Rps: 
trillion (US$4. 15 billion) allocated 
for debt servicing during the i 
Current fiscal year ending in March 
I088. o 


OLYMPIC DEADLINE 
South Korean officials intend tómak 
their 10-11 July meeting with Nort! 
Korea over the Seoul Olympics iss 
the last unless the North Korean 
delegation unconditionally accepts 
the International Olympic : 
Committee’s (LOC) formula that | 
allows Pyongyang only a minor sh 
of the games. A mid-September 
deadline has been set for.the : 
conclusion of the talks, but the IOC. 
says it will be extended if a | 
breakthrough is achieved and more: 
time is needed to settle technical 
problems. 
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CHINA 

Peking warned of “unpleasant incidents” 
; if India failed to withdraw troops as soon as 
| possible from border areas claimed by China 
5d (May). Deng Xiaoping held talks with Bul- 

-of garian party leader Todor Zhivkov in Pekin 
ES 7 Мау). Japanese journalist Shuitsu Henmi 
` said he had been expelled on charges of ob- 
taining illegal intelligence and making fabri- 
cations in his reports for Kyodo News 
Agency (8 May). More than 10,000 troops 
- were still battling to contain a vast forest fire 
in Heilongjiang province in which 114 people 

died and 50,000 were left homeless (/0 May). 
The death toll from the forest fire rose to 
+442, it was reported (77 May). Xinhua said 
1 that the expelled: Japanese journalist had 
_ bribed a Chinese Government employee 
^ who.had confessed to providing him with 









| state secrets (12 May). 
;. The son of a leading moderate S 
an was shot dead à 








and state opposition leaders have demanded 
the resignations of Prime Minister Rajiv 
Gandhi because of alleged corruption in his 
government (9 May). The federal govern- 
ment decidéd to dismiss the moderate Sikh 
Akali Dal administration in Punjab and run 
the state from New Delhi because of the 
party's failure to end the violent Sikh 
separatist campaign. The former Portuguese 
territory of Goa won approval to become the 
25th state in the union (/7 May). ` 


INDONESIA | 

The opposition Indonesian Democratic 
Party declared that last month's general elec- 
tion was marred by ballot fraud and said the 
party wants former president Sukarno's 
daughter to take her seat in parliament (70 
May). 


JAPAN ; | “y 
Sadamichi' Hirasawa, an artist convicted 
of murdering 12 people in 1948, died іп a 
prison hospital after spending 32 years on 
death row (10 : GU 




























PACIFIC. : ie 

Vanuatu told Australia it will suspend 
military ties between the.two countries be 
cause of Canberra's attitude to its. Libya 
links (8 May). Vanuatu banned visits by Au 
tralian warships and aircraft as relations 
tween the two countries deteriorated ‹ 
the island nation's growing links with Lib: 
Former Fijian cabinet minister Apisai Tor: 
who led protests against the new gover 
ment, has been charged with sedition andi 
citing racial antagonism (// May). 


PHILIPPINES 

Millions of Filipinos voted in legislative: 
elections (// May). According to early тех, 
turns on the elections: voters. strongly en- 
dorsed government candidates (72 May). 


The Reunification’. Democratic P: 
















walked out of the national assembly in: 
test at the ruling party's continued refusal to. 
reopen talks on how a successor to the presi- 
dent would be elected (12 May) 14 
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UI the president's men: г laying any doubts. 





Pro-govemment candidates head for a sweeping victory . . . 


On Cory's coat-tails 


By James Clad in Manila 


he result of the Philippine legislative 

elections on 11 May has demolished 
any doubts about the electoral staying 
power of President Corazon Aquino's 
government. Even if the unofficial re- 
turns showing a huge government vic- 
tory later need revising downward — it 
may take several weeks to finish the of- 
ficial count — Aquino's Lakas ng Bayan 
coalition has clearly trounced the three 
main opposition parties with a very high 
turnout of voters, putting to rest any il- 
lusions that her appeal, while broad, 
was thinly stretched. 

Preliminary returns by 13 May 
showed government-endorsed candi- 
dates doing well in most contests for the 
224 places in the new bicameral con- 
gress, which comprises 24 senate seats 
chosen on a nationwide. poll and 200 
House of Representatives seats from 
= localities. А “quick-count” by 
the watch-dog group — the National 
Movement for Free Elections and Good 
Government (Namfrel) — substan- 
tiated trends apparent by the last week 
of campaigning. 

These had pointed to as many as 20 
government candidates winning senate 
seats (REVIEW, 14 May); the only oppo- 
sition senators seem likely to come from 
the Grand Alliance for Democracy 
(GAD) coalition with none at all from 
former president Ferdinand Marcos’ 
Kilusang Bagong Lipunan (KBL) party 
or from the Left-leaning Alliance for 
New Politics (ANP). 

Some of Namfrel’s early, largely 
urban-weighted tallies suggested the 
number of Aquino's senate winners 
could go even higher, perhaps to 22. By 
the evening of 12 May, Lakas ng 


Bayan's campaign manager, the presi- 
dent's brother-in-law Paul Aquino, rec- 
koned the government would win 21 or 
22 senate seats, with the remaining few 
p to GAD candidate Juan Ponce 

nrile, the former defence minister, 
Eva Estrada Kalaw, a former senator, 
or former film star Joseph Estrada. 

The pattern in the lower house — 
with 15-20 candidates chasing a single 
seat not unusual in the cities — will take 
longer to become apparent. A two- 
thirds majority for candidates backing 
the government seemed possible on the 
basis of early returns. The government 
privately predicted that about 145 was 
an optimum figure of lower house wins, 
with about 1,600 candidates running for 
the 200 seats. 

There are many reasons for the gov- 
ernment's electoral success. First, its se- 
nate slate in particular carried many 
familiar and prestigious names. Sec- 
ondly, the government's 22 men and 
two women senate contenders bene- 
fited from either popular distaste or un- 
familiarity with some opposition 
senatorial candidates. Thirdly, in the 
cities at least, voters seemed willing to 
fill in most if not all of the 24 slots on 
their senate ballots. 

This marked a change from earlier 
electoral habits of voters who, durin 
the days of the former congress whic 
was abolished in 1972, often left blank a 
third or more of most ballot papers. 
Paul Aquino had argued that this type 
of wider voting would favour the gov- 
ernment — and so it did. So also did the 
high turnout of 80-85%. But the most 
important factor in the government's 
success remains, as in the 2 February 


plebiscite result (REVIEW, 12 Feb.), the 
personal appeal of Aquino in this nation 
of 57 million people. This factor, the so- 
called “Cory magic," produced a coat- 
tail effect pulling unknown or non-tradi- 
tional candidates to victory. 

As well as a convincingly big govern- 
ment win, this first legislative election 
since 1983 occurred with remarkably lit- 
tle violence. A death toll of 48 was con- 
sidered small by usual Philippine stand- 
ards. Even in Mindanao — where the 
separatist Moro National Liberation 
Front (MNLF) announced a boycott of 
the polls — voters mostly queued peace- 
fully. Scanty first returns showed sup- 
port for government-backed candidates 
even in the Sulu region, MNLF chair- 
man Nur Misuari's heartland, despite 
the breakdown of a ceasefire between 
the MNLF and the government on 9 
May. 


I? stark contrast to Marcos-era man- 
ipulations clouding the 1984 election 
for the now-abolished national assembly, 
the votes, once cast, went into a reason- 
ably efficient operation run by the Com- 
mission on Elections (Comelec). Prior 
to the election, Comelec vastly ex- 
panded the number of precincts from 
86,505 to over 104,000 — a major logis- 
tic feat. 

Comelec has largely managed to 
polish its tarnished Marcos-era image, 
even though reliable sources said chair- 
man Ramon Felipe's political ambitions 
involved a certain “attentiveness” to re- 
latives running for the lower house in 
Luzon's southern Camarines del Sur re- 
gion. Nonetheless, Comelec pressured 
a prominent Camarines del Sur mayor 





to permit an election rally by a Felipe 
family opponent. 

Several other decisions showed a 
fresh Comelec approach. Prior to the 
election, the seven Comelec commis- 
sioners reversed an earlier Felipe-en- 
dorsed decision to deny registration to 
the leftist Partido ng Bayan (PnB — an 
ANP component). Shortly afterwards, 
and bending in the other direction, 
Comelec won some points from the 
military by agreeing to allow soldiers 
deployed out of Manila and other 
centres on 11 May to cast absentee votes 
a week before the poll. This had not 
been allowed in the February plebiscite. 
About 20,000 men took advantage of 
the decision. On election day, the 67- 
year-old Felipe announced he would 
resign after the 24 August local elec- 
tions. 

Other features of the election also 
became apparent from the provisional 
returns. First, the poll showed a limited 
electoral appeal for the self-styled “New 
Politics” of the ANP, which fielded an 
organised group of Left-leaning candi- 
dates for the first time since 1946. 

Another poll phenomenon was the 
effect of money spent by senate candi- 
dates running under GAD or the KBL. 
Although this easily exceeded the 
spending of many — though not all — 
government-endorsed candidates, and 
while it positively dwarfed the amounts 
spent by ANP candidates, early voting 
trends for the senate at least suggested 
rather little direct correlation between 
money spent and votes gained. Notably 
large amounts were reportedly spent 
in northern Luzon and in parts of 
Negros. 

“With other factors working in your 
favour, money helps,” a top GAD or- 
ganiser told the REVIEW. “But without 
the positive factors, money by itself 
does not go very far.” Both GAD and 
KBL spent heavily in the campaign, 
with GAD's Vicente Puyat and Enrile 
acquiring a reputation as especially big 
spenders. In the end, both well-funded, 
“traditional” opposition politicians and 
penurious “issue-oriented” PnB and 
other ANP components did badly. 

In the first two days after the elec- 
tion, the Namfrel quick-count of senate 
placings veered erratically as regional 
counts flowed in after the polls closed. 
The top Lakas ng Bayan candidates in 
the first tallies included former (pre- 
1972) senator Jovito Salonga, the presi- 
dent’s brother-in-law Agapito “Butz” 
Aquino, former presidential counsel 
Rene Saguisag and Orlando Mercado. 

At the imperilled bottom end of the 
Lakas slate stood lesser-known candi- 
dates, such as Muslims Manintal 
Tamano and Santanina Rasul, or candi- 
dates seen as a liability to the slate, such 
as former labour minister Augusto San- 
chez and former natural resources 
minister Ernesto Maceda. Sanchez also 
suffered from a Comelec mix-up — in 
which a candidate with an identical sur- 


name was struck from the rolls, a move 
confusing the voters. 

Neither did name recognition alone 
prove decisive: early counts suggested 
that the grand old names of Philippine 
politics — such as Tolentino, Mag- 
saysay and Espina — might be left out of 
the new senate. Even Enrile, a top 
GAD name, was reported as doing 
ie at first, though as returns from 
northern Luzon picked up, so did his 
chances. 


Above President Aquino described 
the elections as the “most peace- 
ful since [Philippine] independence," 
some incidents did mar the occasion. 
Bombs went off in Davao, killing and 
injuring bystanders. The second dis- 
trict of Sulu had to have its election day 
postponed to 13 May — to entice flee- 
ing Comelec workers back to their sta- 
tions. 

More seriously perhaps, the claims 
by ANP of systematic abuses condoned 
by the Philippine military could not be 
dismissed out of hand — one diplomatic 


analyst put the number of ANP cam- 
paign workers killed at half of the over- 
all election-related killings. In some 
areas, military operations against the 
communist New People's Army (NPA) 
led to evacuations; these undoubtedly 
harmed the ANP tally in the interior. So 
did Comelec decisions to move stations 
down from the hills to coastal areas — 
ostensibly because of NPA violence but 
nonetheless forcing peasants to walk 
many miles to vote. 

Once the voting trend became clear, 
the GAD levelled accusations of rig- 
ging. “We are not going to be a party to 
this farce and we will hold the adminis- 
tration responsible for the conse- 
quences of its acts," said GAD senato- 


Trading on the name: page 14 
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rial candidate Fransisco Tatad on the af- 
ternoon of 12 May. Tatad noted reasons 
for GAD's rejection of the results — 
reasons that hinged on polling proce- 
dure, an "agonisingly slow" quick-count 
and “a number of local power blackouts 
suspiciously coinciding with the vote 
counting." 

Shortly afterwards, Enrile and Es- 
trada said they would decline to take 
their seats in the senate even if declared 
elected by Comelec — though most ob- 
servers doubted their determination to 

o through with the threat. The KBL 
eadership also issued a statement on 12 
May claiming deliberate electoral ir- 
regularities. f said it had documented 
pros that the elections “were not credi- 

le and [that they were] fraudulently 
conducted.” These claims echo KBL 
accusations during the campaign that 
Comelec ballot papers had been impro- 
perly printed. 

Both Felipe and Namfrel chairman 
Christian Monsod rejected any sugges- 
tion of “systematic” electoral impropri- 
ety, though Monsod accepted that some 
isolated cheating and intimidation had 
occurred. The ANP, meanwhile re- 
mained silent as the initial results came 
in; these showed that their top-drawin 
senatorial candidates, Nella Sancho as 
Horatio Morales, had only managed to 
poll one-tenth of the number of votes 
received by the poorest performing 
Lakas ng Bayan candidates, 

For some opposition politicians it 
had become fashionable in recent 
months to describe the president’s ap- 
peal as national-level only, as some- 
thing intangible or lacking in definition. 
But the February and now the May re- 
sults give little room for doubt. Voters 
followed her advice in the February re- 
ferendum by an enormous 77% margin. 
Now they have apparently accepted 
nearly all her senatorial candidates and 
may also have granted her a lower- 
house majority. 

Assuming the initial results reflect 
the basic trends, Aquino’s next chal- 
lenge is whether, still through the Lakas 
ng Bayan mechanism, she is capable 
politically of reaching down more 
deeply still into local communities 
where parochial factors commonly 
reign supreme. 

The next elections, scheduled for 24 
August, will choose nearly 1,600 gover- 
nors and mayors. Many of the govern- 
ment’s temporary local officials are po- 
litical newcomers or outsiders, and 
“local factors” will make Aquino’s task 
harder. But, especially if the 40,000 vil- 
lage-level elections coincide with the 24 
August poll — as some of her advisers 
urge — the challenge may be worth the 
rewards. It is often forgotten that no 
new elections will need to be held thereaf- 
ter until 1992. If the government proves 
that the Cory magic goes right down to 
the barangay, the pattern of elective poli- 
tics will be sewn up for the next five years 
— a long time in anyone's politics. — 
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| Trading on the name — 


| Aquino family candidate enjoys top support 
b 


Ву James Clad in Manila 


[^ the Philippines presidential election 
015 months ago, rough tactics in a few, 
key Manila precincts seemed to 
е pitomise the moral divide between ап 
| abusive regime led by former president 
| Ferdinand Marcos and an opposition 
promising reforms. In the new govern- 
. ment's legislative elections on 11 Мау, 
jowever, only a few local contests 
| seemed to offer similarly sharp con- 
asts in political style. 
One of those exceptions was the race 
among 14 contestants for the lower- 
- house seat of Malabon-Navotas, a dis- 
- trict facing Manila Bay to the north of 
E. he capital city. The 230,000 voters of 
‘this newly formed constituency found 
themselves being wooed by two front- 
runners as the campaign progressed, 
with each offering a choice that seemed 
al most a microcosm of the litical 
cha anges occurring since Marcos fall. 
... One candidate thought to have had a 
‘strong chance to win was Lean Alejan- 
о, a 26-year-old member of an eight- 
generation Navotas family. He ran ап 
‘ostensibly issue-directed campaign 
under the banner of the Alliance for 
. New Politics (ANP), a coalition of three 
р olitical groups — the Partido ng 
Bayan, the Volunteers for Popular 
De mocracy and Bayan, a federation of 
various “cause-oriented,” Left-leaning 
g oups. Alejandro also serves 
Bayan’s secretary-general. To the Left, 
alabon-Navotas seemed an ideal test- 
| case of the strength of its message, or- 
pedes and appeal. 


esidential backing counts 


| Ву Jose Galang in Pampanga 


Alejandro’s posters and rallies urged 
an “end to the politics of money and 
p in a district that includes many of 

anila's poor fishing communities and 
some of its worst slums. He stressed 
welfare and social issues, and promised 
to work for “the end of foreign control 
of our economy" and for other elements 
of the "nationalist" Left 
programme. 

The campaign message 
of his main opponent, Tes- 
sie Aquino Oreta, concen- 
trated on her blood ties to 
Benigno “Ninoy” Aquino, 
the husband of President 
Corazon Aquino, assassi- 
nated in 1983. “Ninoy’s 
youngest sister,” her post- 
ers reiterated. Members of 
the Aquino family, includ- 
ing senatorial candidate 
Agapito “Butz” Aquino 
and the government's na- 
tional campaign manager 
Paul Py cm lent à help- 
ing hand. The president 
herself addressed rallies, 
suggesting that the peo- 
ple of Malabon-Navotas 
would have better access to government 
if “Tessie” (who is married to a member 
of another old Navotas family, the 
Oretas) won. 

Generally ignoring their other oppo- 
nents, these two candidates concen- 
trated their fire on each other. "[She] is 
the biggest cheater," Alejandro told the 
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REVIEW on 1 pollin dr. citing a rash of 
reports that armed men had intimidated 
voters, refused entry to ANP poll- 
watchers at some of the district's 874 
precincts and distributed money. 

Aquino Oreta, who lived until recently 
in the US, dismissed the charges as 
“black propaganda.” Her family denied 
also that one of Tessie’s relations, a 
local mayor, had threatened Alejandro. 

The rancour increased up to election 
day, providing the local and foreign 
press with lively accounts, if not often 
the reality, of abusive election be- 
haviour. At polling stations where the 

“ abuses were said to have 
occurred, this correspon- 
dent found little evidence 
to support the reports of 
systematic intimidation, 
though the ill-feeling was 
palpable. 

Two days after the 
11 May voting, the race 
in Malabon-Navotas ap- 
peared close. However, 
a quick and unofficial 
count by poll-watchers 
from the National Citi- 
zens Movement for Free 
Elections (Namfrel) point- 
ed to a victory for Aquino 
Oreta's brand of “tradi- 
tional" politics, with 
Alejandro beaten into 
third place by conser- 
vative Efren Bautista 

of the Nacionalista Party. 

The result seemed to underscore 
former Namfrel chairman, Trade and 
Industry Secretary Jose Conce! ion’s 
comment on election day. “People 
here [the Malabon-Navotas voters] 
are more comfortable with family than 
philosophy.” п 


surgency, such as Mexico and Arayat towns. The cam 
of Aquino-backed, former human-rights lawyer and provin- 


cial administrator Oscar Rodriguez, captured the imagina- 


ith memories of massive disenfranchisement in the 
“snap” presidential elections of February 1986 still 
fresh in their minds, voters in most Central Luzon provinces 
trooped to their polling centres on 11 May very early in the 
morning. By noon the great bulk of the electorate had cast 
E nx ballots, in contrast to the throngs of disgruntled voters 
still unable to exercise their right at about the same time dur- 
ing the dential election. 
r fears of "eget erste violence faded as the ballot- 
| ing progressed The only incident reported was the shooting 
of late campaigners on 10 oy tg in orig уай town in Tarlac, the 
. home-province of President Ay c 
The worst charges aired on dacon yin ‘Central Luzon 
|. were of alleged vote-buying and harassment by supporters 
. of various co candidates. The charges of vote- 
buying were mainly levelled against the “old-style” politi- 
cians, many identified with the former Marcos government. 
| On the pr be hand, leftist groups, such as the communist 
| New People’s Army, were charged with intimidating resi- 
dents of remote villages to vote for certain Page слана tes. 
contests ampanga pro- 
, which includes the provin- 
ha capital of San Fernando and known hotbeds of in- 


tion of voters and local political and business leaders for its 
тко sis on issues rather than personalities, residents said. 

odriguez set a precedent in the province by gaining the 

rt of many businessmen and leftist groups simultane- 

аы у. Some military officers, however, did not relish his 

popularity with the Left and on election eve residents in 

Arayat reported seeing uniformed men pr 

against voting for *communist-sup nea” kodna 

Rodriguez was cautiously optimistic about 
when interviewed on election He said his RD 
had once more shown that “somebody from the poor may ac- 
tually rise and win with S kaAi, involvement of communities of 
people.” However, he admitted about the 
new congress and its ability to “ for the poor.” Some 
of his opponents were known to be preparing ten contest the 
results in areas where leftist groups were said to have 
"forced" voters to elect Rodriguez. 

As in many districts in the region, Aquino's blessings 
counted a lot c (арид campaign. In Pampanga, the candi- 
dates reckon that popular president's meant an 
edge of about 30%, y in the Hei villages. For 
many of these voters, grin. Чур nc t reform 
чате фе fete Aquino may have just 

er test. п 
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Zia; Fakhar Imam: the military impasse. 


he retains authority over the political 
system through his control of the armed — 
forces. Zia is aware, however, that di- - 
rect military intervention in politics - 
stands discredited and so far he has tried 
to minimise the exercise of decisive au- | 
thority. The result is a delicate balance 
of power within government in which - 
the president avoids publicly asserting - 
himself while the prime minister tries | 
not to invite the assertion of presidential | 
power by pursuing policies acceptable ` 
to the armed forces. , 
Most politicians, including some | 
within Junejo's Pakistan Muslim - 


League, resent the prime minister's re- 


luctance to change too much too soon. | 


«| Some MPs criticised the fact that Zia — 
|| continues to express his own opinions in — 
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The unyielding cóüple 


Zia and Junejo stand fast against parliamentary criticism 


By Husain Haqqani in Islamabad 


pese critics of President 
Zia-ul Haq have called for an 
amendment to the country's constitu- 
tion to enhance the powers of the prime 
minister's office. Setting aside their pre- 
vious moderation, independent MPs 
have launched a frontal attack on the 
government while discussing Zia's an- 
nual address to parliament, delivered in 
April. 

Eon MPs had demanded a 
full debate on the presidential address, 
claiming it was controversial and vio- 
lated parliamentary traditions. It was the 
first time since the reintroduction of 
parliamentary rule in March 1985 that a 
debate had been allowed on a speech by 
the president. In the past, the govern- 
ment had claimed that the president's 
actions were constitutionally outside 
the parliament's jurisdiction. 

e parliamentary opposition also 
joined the regime's opponents outside 
parliament in demanding separation be- 
tween the offices of the army chief and 
president, at present held by Zia con- 
currently. Fakhar Imam, leader of the 
parliamentary opposition, regretted the 
unwillingness of Prime . Minister 
Mohammad Khan Junejo’s government 
to establish “real civilian supremacy 
over the military” which was not possi- 
ble as long as Zia continued to derive his 
power from his military rank rather than 
the constitution. 

The opposition's calls for reversing 
constitutional changes introduced by 
Zia before lifting martial law and its de- 
mand for him to relinquish his military 
office reflect its frustration over the 
stalemate in the country's politics. Poli- 
tical heavyweights who boycotted the 
February 1985 non-party elections re- 
main outside the post-martial law politi- 


cal structure, diminishing the system's 
stature. At the same time, the opposi- 
tion remains unable to force early party- 
based elections which leaves the status 
quo unaltered. 

When Zia appointed Junejo prime 
minister two years ago most critics pre- 
dicted a failure of the power-sharing ar- 
rangement. Given Junejo's lack of 
charisma it was said that he would be no 
more than a rubber stamp for the presi- 
dent and the consensus among opposi- 
tion leaders was that the civilian admin- 
istration would have no credibility at 
home or abroad. 

It was also widely believed that Zia 
would foil attempts by the civilians to 
assert themselves and the system would 
then collapse under the weight of con- 
frontation within government. But Zia 
and Junejo have both proven them- 
selves adept at the art of compromise, 
forcing their opponents to review their 
strategy several times during the last 
two years. 


he Zia-Junejo government has sur- 

vived political as well as administra- 
tive challenges and differences between 
the president and prime minister have 
been resolved through quiet negotia- 
tions rather than pu lic bickering. 

Despite criticism that his mild 
leadership style is ineffective, Junejo is 
now accepted as the wielder of consider- 
able power. Law-and-order problems 
and allegations of widespread corrup- 
tion at lower levels of government have 
harmed the prime minister's image, but 
his influence over government policy is 
not questioned except by hardliners in 
the opposition. 

Although Zia has transferred 
routine government powers to Junejo, 


public speeches, including the one in | 
parliament, though in a parliamentary — 
democracy presidential addresses | 
should reflect government policy. | 
Junejo's aides maintain that the survival | 
of the present structure depends on co- 
operation between civilian leaders 

the military and attempts to alter the 
existing arrangements could jeopardise | 
the democratic process. ә 

Zia’s address to parliament also re- 
flected this theme and the president de- | 
voted 20 minutes of his hour-long 
speech to the subject of civil-military re- _ 
lations. “I do not want a constitutional 
role for the armed forces in the present 
set up,” Zia declared, adding, “but the 
armed forces do entertain justifiable ex- _ 
pectations about the good conduct of 
the country’s affairs and [desire] further |. 
development of the new orderin which] |. 
have a personal stake." Zia emphasised 
that he and the armed forces shared the | 
public's aversion to martial law but һ | 
speech was seen as a warning against po- | 
litical disruption which could invite mili- 
tary intervention. | 

Zia is unlikely to retire from the шш q 
tary in response to the bee peri - | 
mands. His self-defined role as a 
"bridge" between the military and the | 
civilian order is supported both by | 
Junejo and the armed forces and there _ 
are no compelling reasons to yield to | 
the regime's critics. { 

Zia’s pes as chief of army staff | 
remained unaffected by changes in the | 
military hierarchy in March which re- | 
sulted in the replacement of two other | 
four-star generals of the army. Gen. Re- | 
himuddin Khan was replaced as chair- | 
man of the joint chiefs of staff commit- | 
tee by Gen. Akhtar Abdul Rehman, | 
who previously headed the inter-ser- | 
vices intelligence organisation. Gen. | 
Mirza Aslam Beg took over as vice- 
chief of the army staff from Zia's pro- | 
tégé, Khalid Mahmud Arif, who retired | 
at the end of his three-year tenure. 

Both Rehman and Beg are profes- 
sional soldiers who did not hold any 
litical office during martial law. 
changes in the top brass symbolise the 
shift ede the political role of the armed 
forces to an image of soldiering. u 
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TAJIKISTAN 


Uncontrolled border 


Afghan guerillas attack Soviet territory 


By Martin Ebon 


wo Afghan guerilla attacks spilled 

over into the Soviet republic of 
Tajikistan, which borders both Afghan- 
oo and China’s Xinjiang autonomous 

region, in cany March and A April. 
The site of both attacks was the Piandzh 
River region of the republic, which has a 
population of more than 3.8 million. 

Because of its mountainous terrain, 
the Afghan-Tajikistan border presents 
Eaque control problems for the Soviet 

er guards. 

The Soviet Army newspaper Kras- 
naya Zvezda (Red Star), reported from 
Kabul on 3 April about the first attack 
which took place on 8 March. Earlier 
accounts had appeared abroad and been 
broadcast internationally. The news- 
paper said that a "festive evening in the 
small town of Piandzh" had been “inter- 
rupted by a rocket attack" from across 
the Afghan-Soviet border. 

Contradicting earlier reports of sub- 
stantial damage and casualties, the 
newspaper reported that border guards, 
Afghan troops and "personnel o the li- 
mited contingent of Soviet troops" who 
had participated in fighting off the 
guerilla attack, said that “10 shells fired 


Praise for 
production 


oviet economic planners are in- 
eager fo find positive 
reds so that Moscow's goad- 
ing of provincial administrations does 
not get bogged down in discouragement 
and apathy. Of late, Tajikistan, border- 
ing Afghanistan and China's autono- 
mous region of Xinjiang, has emerged 
as the leader in cotton production and is 
being cited as a region to be emulated by 
other cotton-growing republics, notably 
Uzbekistan, Turkmenistan, Kazakhstan, 
Kirghizia and Azerbaijan. 

n Moscow, the central committee 
of the Soviet communist party has 
pese the Tajik administration for 

year organising its labour force 
more efficiently, utilising equipment 
and transportation better than before, 
and employing two shifts of workers. 
The central committee found that gov- 
ernmental and communist party bodies 
in the area managed crucial harvesting 
without mobilising “students and tech- 
nical college pupils and without tak- 
ing schoolchildren away from their 
studies." 
Previously, pupils had to give up be- 
tween two and three months of study, 
severely disrupting the region's educa- 


from field rocket launchers and recoil- 
less guns exploded on Soviet territory." 

he report added: “The majority of 
them exploded on the outskirts, but sev- 
eral fell inside the city limits. Fire, 
which was on the point of expanding, 
was extinguished by the local popula- 
tion and firemen.” According to this ac- 
count, one РТА was killed and two 
were injure 

The second attack, reported by Tass 
newsagency on 18 hoc. was said to 
have occurred a week earlier. Tass said 
that Afghan guerillas had crossed the 
Piandzh River into Tajikistan and at- 
tacked border guards, 128 km south of 
Dushanbe, the Tajik capital. 

The report said the attackers re- 
treated “in disarray” after “heavy 
casualties,” while “two Soviet border 
guards died fighting off the attack.” As 
a rule, border guards are not part of the 
Soviet Army but are attached to the 
Chief Border Guards Directorate of the 


AFGHAN INCURSIONS 


tional system. The central committee 
did not go into detail as to how the new 
harvesting was accomplished, but 
tighter supervision, taking up slack, and 
simply more intensive work apparently 
were among the decisive factors. 

The Moscow appraisal said that 
party and Young Communist League 
organisations set up 900 centres to 
“strengthen party influence on all ele- 
ments of the cotton-harvesting com- 

lex." Faster production was achieved 

y “competitions” among crews operat- 
ing combines to achieve “daily over- 
fufilment" of the output norms. The 
reports said that “а great deal of atten- 
tion was devoted to improving labour and 
recreation conditions for growers, and 
providing them with medical, trade, cul- 
tural and consumer services." 

Other cotton-growing regions were 


KGB, the Soviet security service. 

South of Tajikistan, beyond a rela- 
tively narrow strip of Afghan territory, 
runs the Pakistani border. Afghan 
guerillas depend heavily on supplies 
reaching them from Pakistani territory, 
where close to 3 million Afghans have 
found refuge. 

Religious and ethnic affinity be- 
tween Afghanistan and Tajikistan is 
likely to be of continuous Soviet con- 
cern, analysts said. Concern over religi- 
ous issues was evident in the Tass-re- 
ported trial of a “self-styled mullah" in 
the Kurgan-Tyube district of Tajikistan. 
In the 11 March report Abdulo Saydov, 
who was sentenced to a prison term, was 
identified as “the spiritual leader of the 
underground sect of Vakhabists,” an Is- 
lamic offshoot. 


AUS was denounced by the pro- 
secution as: representing "a reac- 
tionary current in the Muslim religion." 
To what degree sectarian and other Is- 
lamic trends in Tajikistan represent a 
spillover from religious activism in 
neighbouring Afghanistan is, of course, 
difficult to evaluate. 

The trial revealed that Abdulo's 
father, Nureddin Saydov, had been 
director of a state farm. The prosecu- 
tion called him "the type of religious 
fanatic” who showed the 
degree of his religious in- 
volvement on several occa- 
sions, as when he turned in 
his communist party card on 





instructed to emulate the 

Tajik methods and to be- 

come efficient enough to do 

without seasonal student 

labour. *The solution of 

this task," the central com- 

mittee stated, “should be 

seen as a significant socio- 

economic achievement.” 

The Tajik party was told to 

improve harvesting further 

by using machinery more 
extensively and efficiently. 

In late March, reports from various 

regions stated that moving equipment 

was in need of repair. Tajikistan, 

Kazakhstan and Turkmenistan were 

among the republics cited. Radio Mos- 

cow said on 20 March that “the pace of 

repair work on combine harvesters in 

Tajikistan, Uzbekistan and Turkmenis- 

tan was slow, though harvesting will 

begin in these early." It added 

that, up to that time, only half of all har- 

vesters had been overhauled. Through- 

out the Soviet Union, the broadcast 

said, 73%, or over 800,000, combine 

harvesters stood ready. 


Tos the end of March and in 
early April, cotton-sowing began in 
Tajikistan and Uzbekistan. On 30 
March, the Azerbaijan party resolved 
to adopt Tajik harvesting methods, 
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the day of his retirement. Abdulo was 
"protected from the law" by his elder 
brother, who served as acting party sec- 
retary. 

The extent of Abdulo's influence 
was indicated by the sentencing of sev- 
eral parishioners, “active participants in 
the sect,” who followed the principles of 
the mullah’s “instigatory sermons.” The 
trial did not reveal the inflammatory na- 
ture of his sermons, but the court 
charged that “this fanatic had aban- 
doned all restraint.” 

The court found that the local com- 
munist party had failed in its “ideologi- 
cal education work,” which undoubted- 
ly referred to insufficient atheistic train- 
ing, and said that “leading officials” re- 
sponsible for such work had been 
ousted from the party. A “severe party 
penalty” was also given to a former first 
party secretary of the Vakhsh district 
committee. 

The impact of the mullah’s appa- 
rently fundamentalist Islamic teachings 
was such, according to the court, that 
“the drug of religious fanaticism 
poisoned a number of souls,” so that, on 
the state farm, many people turned 
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watched television." 

The details with which this case was 
reported suggest an effort to use such 
trials and prison sentences as deterrents 
against the influence of Islamic thought 
and practice. п 
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every stay with us a memorable one." 



















utilising labour more efficiently, 
eliminating the use of students and 
working — be уени the re- 
gion plans to p its cotton harvest 
mechanicall 


y. 
Tajikistan may have succeeded in in- 
—— of its surplus labour to help 
with cotton harvest, - the other 
cotton-growing regions could presuma- 
bly do likewise. For years, efforts have 
been under way to lure Central Asian 
workers into labour-short northern re- 
i (REVIEW, 31 July '81). In June 
986, Izatullo Khayeyev, chairman of 
the Tajik Council of Ministers, told the 
Supreme Soviet of Nationalities that 
Tajikistan planned to supply labour to 
“the all rogrammes for building 
pro vid such as the Baikal-Amur 
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* See Foon Koppen. 
...Icare about the small things in life. 







He promised that eir ag dion 
times more young people during 
the previous five-year would be 
sent to the Russian, Ukrainian and 
Byelorussian regions. Such “redistribu- 
tion of labour resources" beyond 
Tajikistan s border, Khayeyev said, 
*will more than triple." Just what 
means might be used to induce reluctant 
southerners, such as Tajiks, to migrate 
to far-away projects — or even to par- 
ticipate in speeded-up cotton harvests 
— has not become public knowledge. 
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OREIGN RELATIONS 





| yas increasing intrusion into the 
South Pacific and in particular its 
jan to take 70 political activists from 
anuatu to Tripoli for terrorist and 
paramilitary training within ‘the next 
w weeks, prompted early-morning 
cussions on 1 May between Austra- 
n Foreign Minister Bill Hayden and 
ew Zealand Prime Minister David 
nge. 

However, New: Zealand has been at 
ins to downplay the Libyan issue and 
_avoid being lumped together with 
Australia and accused by Vanuatu and 
Other Pacific states as "meddling" in 
heir internal affairs. Both Vanuatu's 
Prime Minister Fr Walter Lini, and 
Tupuola Efi, deputy prime minister of 
Western Samoa, were quick to con- 
demn Australian and New Zealand in- 
rference in the internal affairs of 
acific states. | 

Efi was reported on New Zealand 
TV following the meeting as saying he 
5 “browned off by the gratuitous con- 





nd implicit in the notion that [they] 


ууапѕ whereas we in the Pacific haven't 
ot the competence to deal with them." 
- Canberra officials reacted quickly to 
eassure Vanuatu that Australian criti- 
ism was not directed at Vanuatu but.at 
he Libyans when Vanuatu said on 
| May that Vanuatu was to suspend mili- 
ary contact with Australia. 

Lange said on 4 May that New Zea- 


lie South Pacific Forum meeting sche- 
uled for later this month and that he 
id not think Libya would be an issue at 
he meeting. Lange added that New Zea- 
and wanted to avoid any appearance of 
cting as a power bloc at the forum. 

The prime minister, who is also 
oreign minister, said that he had learn- 
nothing new from Hayden about the 
byan presence and in fact had told his 
ustralian counterpart some things he 
ad not known. 

< Моге than a month ago, Australian 
rime Minister Bob Hawke launched an 
' angry public attack on the Libyan influ- 
‘ence in the region, the main focus of 
which appears to be Vanuatu, with 
some of the more radical Kanak ele- 
,ments in New Caledonia ‘being wooed 
Бу Tripoli to a lesser extent. 

According to Australian intelli- 
gence, the Libyans have steadily built 


¿past two years. The latest reports pre- 
sented to the security committee of the 
Australian cabinet on 29 April indicated 





scension of Australia and New Zea- |! 


n treat with the Russians and the Li- | 


and would not undertake “joint man-- 
oeuvres” with Australia on the topic at | 


up their links with Vanuatu over the- 








Unwelcome interest 
Vanuatu resents Australian criticism of Libyan links 


By Jacqueline Rees in Canberra and Colin James in Wellington 


that a group of 70 activists, including 20 
on the police force, was scheduled to 
leave Vanuatu for Tripoli, for training 
in the use of explosives, firearms and 


| "protective security." In 1984, less than 


20 radical Kanaks from New Caledonia 
had gone to Tripoli for similar training. 
e cloak-and-dagger nature of 
Hayden's meeting with Lange at an air 
base north of Wellington fed an atmo- 
sphere of anti-Libyan hysteria in Austra- 
lia.. Hayden's pre-dawn departure was 
primarily to fit in his European travel 
arrangements arid the time difference 
with New Zealand. But neither govern- 
ment announced the meeting until it 
was leaked to the press. 
Pre-forum consultations between 
the two countries are quite normal and 
Hayden. and Lange discussed several 

















Kidd: Maoris: internal worries, "8° +. 








5 May that two Libyans had broken pro- 
tocol in arriving unannounced to open 
their mission. They were asked to leave 
and apply for formal accreditation in 
what the report said was apparently an 
effort 10: distance the government from 
Libya. Also, observers have suggested 
that staunchly Christian Vanuatu, 
which won its independence from joint 
British/French rule їп 1980, was un- 
likely to subject itself to any new form of 
foreign domination (REVIEW, 9 Apr.). 
Australia's warnings to its neigh- 
bours on a Libyan presence have been 
questioned, given that Australia allows 
à Libyan People's Bureau to operate 
out of Canberra, which is also accre- 
dited to^ Wellington. According. to 
Hayden the Canberra bureau was set up 
as a legitimate diplomatic mission and 
there has as yet been no evidence that it 
has been used. for any other purpose. 
Lange said there was no proposal to end 
the accreditation. of the Canberra mis- 
sion. 
Lange on 4 May also insisted that, 
while New Zealand was concerned at 
the power vacuum in Vanuatu, his gov- 
ernment was not going to do anything 
precipitate. which would. en- 
danger New Zealand’s trade 
interests: only.some NZ$20 
million (U$$11.5 million) 
with Libya, but around 
NZ$250 million .with- Iran. 

















under US pressure last year 
to support a trade blockage of 
Libya, Iran had warned that 
it would cut off that trade. 
Lange denied any link be- 
tween the Hayden meeting 
and һе Budnik . affair — 
which оп. 7. May. had pro- 
voked a reactión, in the form 
|. of the retaliatory expulsion of 
Мез Zealand. attaché David 
| Nicol from Moscow. Moscow 
-denied Wellington’s allega- 
‘tions of. Budnik’s involve- 
ment with the KGB. 




























other matters of 
mutual interest, including New Zea- 
land’s expulsion of alleged Soviet KGB 
agent Sergei Budnik on 24 April and the 
recent change of government in Fiji. 


A's is worried that while Lib- 
yan overtures to New Caledonia 
have so far been limited, any foothold 
Libya gets there will make finding a solu- 
tion over New Caledonian independence 


‘with the French even more difficult. 


Canberra believes the Libyans have 
taken an interest in Irian Jaya’s Free 
Papua Movement but have not yet be- 
come active in the Indonesian province. 
Vanuatu is seen as the most vulnerable 
area now, especially because of the 
fragile health of its leader, Lini, who 
suffered a stroke on 5 February. 
However, a New York Times report 


from Port Vila quoted Lini as saying on. 





gust 





Apart from a concern for 
the security of the region, New Zealand 
has internal reasons to worry about Lib- 
yan expansion in the Pacific. Libya has 
declared an intention to work with rev- 
olutionary forces in the region, which 
could be taken to include radicals among 
New Zealand's indigenous Maoris. One 
Maori activist attended a guerilla con- 
gress.in Libya last year and invitations, 
so far unaccepted; have been issued to 
Maoris for training in Libya. 
Opposition defence . spokesman 
Doug Kidd said the government's anti- 
nuclear policy had altered the balance 
of power. in the South Pacific and en- 
hanced. the. possibility of intrusion by 
terrorists, :Kidd’s comment. highlighted 
a problem for the government: it does 
not want its anti-nuclear policy to be 
seen as wrong-headed in the run-up to a 
general election: expected. in hr 
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Carries almost anything. — 


Almost anywhere. 
adn | 


When a wide variety of missions demand a plane search and rescue missions. 
with multiple capabilities, governments all over the world Years of rugged service have proven its reliability. 
turn to the C-130 Hercules aircraft. Hercules performs under the most adverse weather 
With a cargo capacity of 43,000 pounds, the Herc can conditions, and it's ready to take on any runway, from 
airlift anything from trucks to tanks and set them down sand and gravel to snow and ice. 
safely on most any type of terrain. As a tanker, it typically Despite its versatility, dependability and outstand- 
has a 56,000-pound capacity and the ability to refuel at ing performance, the C-130 Hercules is surprisingly 
jet speed—or at the lower speed of a helicopter. With its cost efficient. That's why it's used by more than 
I8-hour flying capability, it can handle long endurance 55 nations worldwide, for every type of airlift 
surveillance, reconnaissance, weather tracking and mission imaginable. 
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ingapore, as an independent coun- 
try, is in its 22nd year. A new gener- 


| ation has grown up since 1965 without 


any personal experience of the political 
upheavals or violent debates known to 
many of its peers elsewhere. Ask any 
young Singaporean whether he is right- 
wing or leftwing, conservative or lib- 


_ eral, and chances аге that he will gape at 


u. 
Ask even a better educated young 


- Singaporean if his country practises so- 








cialism, and he will probably be unable 
to give you a confident answer, if he 
tries. For most Singaporeans the debate 
over ideology, rhetorical fervour and 
violent street politics, have mercifully 
long been relegated to the pages of his- 
tory. Few people today are even 
bothered enough to open these books. 

Nor was Singapore alone in South- 
east Asia during the 1960s and 1970s in 
ee a роне of limiting political 
activities for the sake of economic deve- 
lopment. Indonesia and Malaysia, 
among others, chose to travel this road 
using different means — some of which 
were strongly attacked by liberals at 
home and abroad as undemocratic — to 
reduce politicking. 

Much of non-communist Southeast 
Asia had little choice but to embark on 
this road. Political dissent was suppress- 
ed at times, in varying degrees. Some- 
times persuasion was used; sometimes 
incentives. These nations were facing 
threatening communist insurgencies 
and sharp racial, ethnic and religious 
differences and abject poverty inter- 
nally and an ambitious, well-armed 
Vietnam backed by a militarily expand- 
ing Soviet Union externally. 

In Indonesia, the chaotic Sukarno 
regime gave way to the stabilising, if not 
totally democratic or corruption-free, 
rule of President Suharto. It succeeded 
in stopping the economic rot in the 
country and substantially raised the 
people's living standards. 

Malaysia did it differently. After a 
bloody, ruinous racial riot in 1969, the 
government restricted democratic prac- 
tices by banning any public debate on 
sensitive issues of race, religion and the 
special rights of the sultans. The major 
partner of the ruling Alliance, the Unit- 
ed Malays National Organisation, per- 
suaded most of the opposition parties to 
amalgamate into a National Front, 
thereby minimising the level and inten- 
sity of political debate. 

Singapore, for its part, had avoided 
full adoption of any fixed ideology. In- 
‘stead it preferred to cast its eyes around 
the world and pieced together policies, 


| The social strains of 
| Singapore's growth 





plans and programmes from any coun- 
try that the ruling People's Action Party 
(PAP) viewed as beneficial for its peo- 
ple. This it has systematically done for 
the past two decades while maintaining 
a number of structural pillars left behind 
by the departing British colonialists. 
These were incorporated in a constitu- 
tion, including a policy of non-com- 
munism and equal opportunities and so- 
cial justice. 

Singapore hitched its economic 
bandwagon tightly to that of the West 
and Japan, and set about attaining 
Western technology. Politically it kept 
the broad structure of parliamentary 
democracy and general elections 
whereby the people can choose their 
government. Its judiciary followed, 
with some amendments, that of Britain 
in most respects. Its education system 
was closely aligned to the West. 

Singapore stuck in broad terms to 
the British structure of democracy, 
without going full hog for all its demo- 
cratic practices, for reasons of self-in- 
terest. It believed that this political 
model was the best under the cir- 
cumstances at the time to allow the re- 
public to attract Western investment, 
technology and learning. It did not do so 
because of an overpowering desire by 
the people. 

Singaporeans then were largely illit- 


Seah Chiang Nee is a Singapore- 


based journalist. 





erate or Chinese-educated, many of 
them entertaining strong social attach- 
ments to China and even communism. 
The PAP chose the British political 
structure not because it was 
enamoured of it, but because it consi- 
dered it the best at the time to bring the 
nation out of its quagmire of poverty. 

In fact there were, and are, a number 
of democratic tenets popular in Britain 
and the US that the ruling party was 
adamant to avoid. One was the widely 
held concept in the West that individual 
rights were more important, or at least 
just as important, as national interests. 
The second was the belief that people, 
and the press, should have the right to 
say almost anything (short of slander) 
anywhere, anytime on any subject. 
Thirdly, while it allowed for some state 
subsidies (now increasingly either fac- 
ing cuts or elimination) on housing, 
education, health and social welfare, 
the authorities did not like the Western 
democratic view, in general, that it was 
the duty of the society to provide for al! 
who were unemployed or handicapped. 

So what is Singapore's ideology 
today? To begin with, it allows for 
Western-type general elections to 
choose the government. It is non-com- 
munist; it is capitalist, it is generally 
Western-orientated. But these make up 
a façade that hides  Singapore's 
mainstay ideology: the picking up for 
adaptation, in pieces or in whole, of 
those policies that have proved success- 
ful in other societies under similar cir- 
cumstances as Singapore’s. To describe 
Singapore system merely as a Western 
one is too e ga Singapore, despite 
all its physical appearances, it not that 
Westernised. 


Tue what is good from the West; 
take what is good from the East, 
communist or not, or from whoever. 
Reject those ideas that are harmful or 
irrelevant. That is Singapore's ideology 
in brief. The fact that Singapore 
adopted the Western type of govern- 
ment in general, its free trade, its tech- 
поду and many aspects of its lifestyles 
was due to the realisation that these 
were the best means to allow Singapore 
to achieve growth, not because there was 
an overwhelming love of things Western. 

Call it democracy. Call it benign dic- 
tatorship. Call it capitalism. Or demo- 
cratic capitalism. Or any other name. It 
matters little as far as most Singapo- 
reans are concerned. What is important 
is progress and growth. This amalgama- 
tion of imported plans, policies and 
structures, be they in the political, social 
or economic fields, is not realised by 
many Зарын themselves. 

The effect is that a new generation, 
especially the English-educated, grew 
up believing that Singapore had opted 
for the Western brand of democracy 


lock, stock and barrel. Many of the 
younger Singaporeans feel that since 
Singapore had adopted British demo- 
cracy, anything done that deviated from 
British practices was wrong. They. are 
beginning to question the government 
whenever it does anything that is differ- 
ent from Western democratic princi- 
ples. 

The practice of copying whatever is 
good from whoever is subject to a 
number of basic considerations. The 
first is equal орош The second is 
discipline in all fields — in many cases, 
enforced discipline, which is contrary to 
the beliefs of Western democracy and 
its strong concepts of individual rights. 
The third is an uncompromising fight 
against corruption. 

The refusal to stick to a firm ideology 
and preference for a flexible method of 
government has enabled Singapore to 
move quickly in order to stay ahead of 
events. Economically, the republic has 
steadfastly refused to follow most other 
developing countries in drafting a five- 
year economic plan of fixed targets and 
fixed objectives. Instead it prefers the 
freedom to change and adapt, reacting 
to sudden global opportunities or deal- 
ing with unforeseen crises. This, in large 
measure, has worked far more often 
than it has failed. 

In education, the authorities are 
known to have discouraged under- 
graduates from taking certain courses 
that were seen as overcrowded for fear, 
firstly, of graduate unemployment and, 
secondly, of economic disruption for 
the nation. 

Although the PAP had chosen 
large doses of Westminster-type demo- 
cracy, it had viewed certain aspects with 
strong reservations. There was never 
any intention of having 100% demo- 
cracy. 

Its national ideology is, in fact, com- 
prised of a little of liberal and a little of 
conservative practices, stitched together 
in a unique Singaporean operation. 

There was, it was decided, to be 
none of the Hyde Park philosophy of 
free debate in Singapore. Newspapers 
came under strict control. People can be 
detained indefinitely in the republic for 
serious political and criminal trespass- 
ing. Heavy fines were drawn up against 
social misbehaviour. Those convicted 
for kidnapping and drug-trafficking face 
mandatory death sentences. Politicking 
was limited by a ban on the communists 
and those who canvass for votes using 
race, language and religion. 

In trade unionism, Singapore chose 
the work ethics of the Japanese, South 
Koreans and Taiwanese, evolving a sys- 
tem of close cooperation among govern- 
ment, employers and the unions. Indus- 
trial action is frowned upon, and the 
cost of labour is closely controlled to fit 
the industrial and economic climate. 

Also avoided are Western ethics and 
moral values, especially those that en- 
courage juvenile challenge of authority 


fO 


and promiscuity, and a host of fashions, 
behaviours and music. The official 
theme is: learn the "new knowledge" 
(science and technology) from the 
West, but “old knowledge" (social 
values and ethics) from our traditional 
past. Of special importance are values 
such as filial piety and sanctity of the 
family. 


Te search for answers to Singapore's 

stage have taken Singaporean 
leaders, young and old, to both the East 
and the West. Singaporeans are largely 
conservative and broadly support this 
ideology of learning from abroad. But 
the turning away of Western values and 
ethics, especially in the fields of politics 
and trade unionism, is coming under in- 
creasing criticism from Western-edu- 
cated liberals at home and abroad. Its 
tough demand for discipline runs 
counter to the West’s ideology of 
human rights and individualism. For 
this newer breed, who have increasingly 
imbibed the learning of English and 
been exposed more and more to West- 





ern values, this discipline must make 
way for a more Western type of indi- 
vidual freedom, 
The conservative versus liberal or 
leftwing versus rightwing political op- 
sition structure that is traditional- 
y prevalent in the West, is seen as 
unlikely in Singapore as long as the PAP 
continues its present practice of coopt- 
ing parts from all ideologies and sticking 
to none. Its general outlook coincides 
with that of the vast majority, and that is 
for a non-communist, conservative, 
capitalist society with economic growth 
as its main objective. 
The Barisan Sosialis (Socialist 
Front) used to be an extreme leftwing 
arty, but since its pro-communist 
eadership was wiped out in a struggle 
with Prime Minster Lee Kuan Yew and 
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his men, the part 
dramatic change. It no longer spouts 
leftwing slogans, and has joined the rest 


in opposing the government on one. 
main ground, that of dictatorship. The 

Workers’ Party has taken a stand gener- 
ally to the Left, without describing itself 


A as such, knowing that to do so 

would lose it votes. Most parties o 

the government on individual issues 

rather than on ideological grounds. 
Some cynics also say that this policy 

of picking the best from all еее апа 

then assembling them in Singapore is 


tantamount to moving around the | 


neighbourhood bins and picking up 


things that others have discarded — | 


picking up the crumbs of history. By im- 
plication in this view, the policy is 
wrong, perhaps even undignified. 

Retaining a Western structure of 
one-man-one-vote parliamentary demo- 
cracy, with its emphasis on individual 
rights over those of the nation, and a 
strict aura of political, social and econo- 
mic discipline will prove unworkable 
over the long term. Discipline and indi- 
vidual rights do conflict as concepts. To 
some it may be unworkable. There has 
to be a trade-off. 

The best example appears to be that 
of Japan, where democracy works to a 
large extent though there are some in- 


€ Singaporeans are largely 
conservative and broadly 
support [the] ideology of 
from abroad. But the 
2 away of Western 
values and ethics, especially in 
the fields of politics and trade 
unionism, is coming under 
increasing criticism from 
Western-educated liberals at 
home and abroad. 9 


le. 


creasing signs of strain among the 
younger workers who are more de- 


manding of personal rights over socie- 
ty's. By and large, however, a good bal- 
ance is struck. 

The refusal to succumb to any ideo- 
logy is necessary for a city-state like 
Singapore, trying to make a living in an 
increasingly competitive world. This 
manoeuvrability is more important 
today than ever in.a world that is fast- 
moving and technology-minded. There 
is nothing wrong about taking the best 
of East and West and blending them 
into a nation. 

Will it continue to work? Much will 
depend on the younger voters. They will 
decide whether there can be enou 
trade-off between social discipline and 
individual freedom in their lifestyles to 
allow it to continue. Above all it de- 

nds on whether they are prepared to 
earn from others' history of success and 
failure. If they do not the system cannot 
survive. п 
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BANGLADESH 


Radioactive reverberation 


By S. Kamaluddin in Dhaka 


шон between Dhaka and War- 
saw have been strained after local 
scientists detected last month high 
levels of radioactive elements in skim- 
med milk powder imported from Po- 
land. The authorities promptly declared 
the consignment under scrutiny unfit 
for human consumption. 

Importers said that this consignment 
of 7 000 tonnes, was the second іт- 
ported from Poland after the nuclear ac- 


cident at the Soviet Chernobyl plant 


early last year. The first lot, of 3,000 
tonnes, reached Bangladesh last Oc- 
tober, but was marketed without any 
checks. 

The Chernobyl disaster, the dead- 
liest accident in a nuclear power- 
generating plant, has led to large-scale 
radioactive contamination of air and 
water in many parts of Europe. Some 
European countries have had to destroy 


| standing crops and food stockpiles as 
_ well as slaughte 


ring livestock known to 
have been affected by unacceptable 
levels of radiation months after the 
Chernobyl accident. 

After the international media publi- 
cised the dangers of radioactive fallout, 


the government directed the Ban- 


gladesh Atomic Ener Commis- 
sion (BAEC) last December to test im- 

rted milk products for radiation 
levels. BAEC experts found that the 
radiation levels in Polish powdered milk 
was high, ranging in some cases up to 
1,500 baquarel (bq) per kg, as against 
the 300 bq considered acceptable by 
international standards. 

After local authorities seized the 
contaminated milk and banned its dis- 
tribution, Polish experts rushed to 
Dhaka to consult their Bangladeshi 
counterparts. Last year Dhaka im- 
ported about 55,000 tonnes of skimmed 
powdered milk worth more than US$60 
million, the major suppliers being Po- 
land, other European nations and Aus- 
tralia. Poland, which is a major trading 
partner of Bangladesh, imports large 
quantities of jute and tea. 

The visiting experts refused to accept 
the results of BAEC tests, maintaining 
“we have unofficial information . . . that 
the iul ren not carried out prop- 
erly." The Poles then proposed joint 
tests. Initially, Dhaka rejected this sug- 
gestion, but it later agreed to accept a 
review of the matter by scientists from 
the International Atomic Energy 
Agency (IAEA), who would carry out 
further tests in Dhaka. The team of 
IAEA experts is expected to visit 
Dhaka in the near future, though no 
date has been fixed. 


Dhaka turns sour on contaminated Polish milk 


As the BAEC test results became 
known, the issue was aired as a major 
controversy in the local press and be- 
came a political football between left- 
wing and rightwing forces. In late April, 
the mass-circulation Bengali-language 
daily newspaper, Ittefaq , quoted West- 
ern diplomatic sources as saying that 
Poland. was the hardest hit country by 
radiation from Chernobyl and was stuck 
with large quantities of highly radiated 
milk products. 

Having failed to export the contami- 
nated products to other developed 
countries, Poland had opted for Third 
World markets, the newspaper's West- 
ern sources said. "Recently a radiation- 
contaminated consignment of such milk 
was sent to Sri Lanka which [that] coun- 
try refused to accept . . . Sri Lanka, 





without announcing the source, [of the 
milk powder] said that it had come from 
a European country." 


n 30 April, the Polish Embassy in 

Dhaka charged in a press release that 
Dhaka newspapers were carrying out 
a motivated campaign against Polish 
milk products as being "dangerously 
radiated," though the radioactive levels 
were “well within acceptable limits" of 
34-43 bq. 

Earlier some Bangladeshi pro-Soviet 
groups had described the reports in 
the local press as a “propaganda orches- 
trated by the lobbyists of the im- 
perialists" to defame Poland. As the 
controversy grew, Soviet and East 
European diplomats became active in 
persuading the Dhaka authorities to 


settle the dispute amicably "without 
harming each other's interests." 

On its part, Poland weighed in with 
its own arguments against imported 
Bangladeshi tea leaves, which accord- 
ing to Polish laboratory tests revealed 
radiation levels of 401-575 bq. Polish 
imports of Bangladeshi tea range up to 
about 5,000 tonnes a year. The Polish 
side maintained: “So far we have not 
made an issue of this subject,” as tea 
leaves like milk powder are not con- 
sumed in their natural state without 
adding water. 

Polish experts have tried to convince 
Dhaka officials that to get one litre of 
milk, one pn of milk powder has to be 
mixed with eight parts of water, which 
will result in a radiation level of only 
43 bq. The comparable radiation of 
Bangladeshi tea in liquid form,, accord- 
ing to the Poles, would be 40-60 bq. 

Whatever the merits of the scientific 
arguments, the local press reports have 
caused quite a panic among the people. 
Powdered milk is mainly used as baby 
food as well as in preparing sweetmeats 
and yogurt which are very popular 
among the people. Although recent 
tests have revealed that sweetmeats and 
yogurt made from powdered milk are 
safe, these popular delicacies have no 
takers despite the unusually hot sum- 
mer. 


» Kedar Man Singh writes from 
Kathmandu: Reverberations of the 
Polish milk scandal in neighbouring 
Bangladesh have also reached Nepal. 
As the local press highlighted the dan- 
gers of radiation-contaminated milk 
products, pressure from MPs also built 
up and forced the government of Prime 
Minister Marich Man Singh Shrestha to 
ban the import of skimmed milk powder 
from all countries, including Poland, 
suspected to have been affected by the 
radioactive fallout from Chernobyl. 

The authorities have seized all exist- 
ing stocks of imported milk products, 
including canned milk, from the af- 
fected sources. Import licences issued 
for such products have also been cancel- 
led. The scare among the public and the 
clamour in the legislature — where the 
opposition even called for the resigna- 
tion of the government — has been such 
the authorities went a step further than 
their counterparts in Dhaka by requir- 
ing that only fresh milk produced within 
the country be sold. 

Meanwhile, a high-level committee 
of scientists from the Royal Nepal 
Academy of Science and Technolo 
has been formed to determine the 
radioactive levels for all imported 
foodstuffs. Although the scientists’ 
committee has announced that skim- 
med milk of up to 370 bq of radiation is 
safe for human consumption, many peo- 
ple appear to have boycotted most milk 
products of even the local dairy indus- 
try, fearing it might be injurious to 
health. п 
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You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 
Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 












































Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China 


Small Investment... 
Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
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eneration 3 





The A320 Airbus represents more 
than a generational leap forward 
in advanced flight technologies. 

It symbolizes an important new 
way of thinking about how aero- 
space programs can be managed, 
today and in the future. 

Partnership is the key. 

Four major European companies 
helped build the A320. 

A worldwide network of second- 
tier partners made vital technological 
contributions to the program. 





and beyond. 


A320 will be powered by 
GE/Snecma and International Aero 
Engines, both cooperative ventures. 

And a significant percentage 
of the A320 is made in the USA. 

As prime technology architect for 
A 320's advanced cockpit and fly-by-wire 
concept, our unique store of experience 
at making partnership programs work 
has helped make Generation 3 a reality. 

Now, with your help, we'd like to 
go beyond. 

And make Generation 4 a reality, too. 
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*unchallenged authority! 


There is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It's the Far East- 
ern Economic Review by an overwhelming majority! 


*unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don't just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 


coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 


*unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 64,100 copies per issue. 


A growing number of advertisers have taken full advantage of this impressive growth. The 
Review has increased its ad page volume from 1,458 in 1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. 
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THE TROCADERO 
IS FOR SALE. 





A landmark property on a 2 acre site in the heart of London’s leisure district. 


The Trocadero is 221,000 square The Guinness World of Records Unlike much commercial 

feet of shops, restaurants, exhibition has helped make The property in London, the Trocadero 

exhibitions and leisure attractions, Troc the fourth most visited fee- is for sale outright, rather than ona 

at Piccadilly Circus. paying attraction in the capital. lease. Which isn't an opportunity 
In 1986 around 7 million people There are 46 units, with a that comes along twice. 

visited The Troc, more than half of current annual rental income of 

them under 40. The forecast for £1,850,000. As yet 50,000 square For further details: 

1987 is 10 million. feet is undeveloped. 


The building is a natural 
meeting place, immediately 
surrounded by the theatres of 
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Peking steps up cut-rate arms sales 


By David Bonavia in Hongkong 
ith its recent big arms sales to 
Third World countries of disparate 
litical colouring, China has joined the 
ig league of “merchants of death” and 
is now fifth in the world arms market, 
after the US, the Soviet Union, Britain 

and France. 

China is importing advanced tech- 
nology, not just for its own defence, but 
in order to improve its arms-for-export 
programme, which enables poor coun- 
tries to buy relatively cheap counter-in- 
surgency weapons — and to fight each 
other, as in the case of oil-producers 
Iran and Iraq, both of which buy 
Chinese hardware. Total sales to Iran 
alone have been estimated at about 
US$1 billion. 

The oil glut has grasuie reduced 
the earnings of producers in the Middle 
East and elsewhere, which threatens to 
put more advanced weapons beyond 
their financial grasp, as falling livin 
standards create more dissidents an 
guerillas. Meanwhile, Israeli experts 
are advising Peking on the strengthen- 
ing of tank armour through advanced 
forms of lamination, according to de- 
fence analysts, though Chinese spokes- 
men deny any links with Tel Aviv. 

So copious are Chinese cut-price 
arms sales becoming that other man- 
ufacturing countries are annoyed at 
what they regard as its “dumping” of 
cheap arms on markets they used to 
control. But they will not publicly voice 
this resentment because most of them 
want to sell arms and new military sys- 
tems to China themselves. 

One of the most significant deals in 
recent years — from the political point 
of view — has been China’s sale of a 
sizeable number of T-62 light tanks, 
sheiis, and anti-aircraft guns to Thai- 
land, in a deal valued at about US$10 
million. China regards itself as virtually 
an ally of the Thais in the struggle to 
contain Vietnamese intervention in 
Cambodia, though a Vietnamese with- 
drawal, as is widely acknowledged, can 
only be achieved through political 
means. 

A senior Thai official was quoted this 
month as saying the deal combined “low 
prices, suitability for the geographic 
conditions, quick delivery, and a 
Chinese guarantee that spare parts 
would be sent when needed im- 
mediately.” Payment terms were “over 
a period of at least 20 years,” and the 
deal was seen as solidifying the links be- 
tween China and the Asean country 
with which it is most friendly. 

Other recent Chinese deals include 
the sale of several F7M fighters to 


Brazil, a coast-to-sea missile system for 
Iran near the Strait of Hormuz, and a 
US$100 million-worth purchase of mili- 
tary avionics from Britain, which will be 
used to upgrade Chinese aircraft. 

With Soviet aid, China became a 
manufacturer of various basic weapons 
in the 1960s — from the AK47 assault 
rifle to MiG fighters, as well as bombers 
and close ground-support aircraft. Now 
the enhanced Chinese version of the 
MiG21 has become a leading export 
item. 

The basic Chinese light battle tank is 
still the Soviet-originated T-62, man- 
ufactured near Shanghai. Its weak ar- 
mour makes it useless against modern 
Soviet or Nato tanks, but for counter-in- 
surgency in Third World countries it is 
excellent unless the insur- 
gents have reasonably good 
anti-tank weapons, which 
China can also supply. 

Anti-tank systems are be- 
coming so sophisticated, 
however, that China may 
have to rethink its whole po- 
licy on armour. There is, for 
instance, a Nato anti-tank 
projectile with a uranium 
core — not used for its explo- 
sive potential, but to add 
weight — with a tungsten 
nose-cone which penetrates 
the tank's armour without 
entering the vehicle and 
causes internal fragmenta- 
tion, with deadly effect. 

China cannot think of 
manufacturing similar sys- 
tems because none of its guns 
could achieve the muzzle- 
velocity required to throw 
such a heavy projectile at the 
speed needed to cause armour-piercing 
impact on a well-armoured tank. An- 
other problem is military metallurgy, in 
which China is backward. 


one big powers are in no position to 
accuse China of cynicism in allegedly 
supporting revolutionary forces in the 
Third World while actually selling arms 
to its often opere regimes. The 
Chinese official position is that arms are 
sold to international brokers who dis- 
pose of them where they will. But there 
are direct sales, too — or through 
China's friend North Korea — which 
the Peking leadership simply declines to 
acknowledge. 

This touches on the whole moral 
question of arms sales. Is it better for a 
country to sell none of the arms it manu- 
factures, thus hoping to retain a mono- 





poly of military power? Or is it more 
sensible to sell arms to anyone who can. 
afford them, thus giving Third World | 
countries the ability to defend them- | 
selves against internal or external. 
threat? i 
The major arms producers have | 
answered this question as follows: sell - 
the near best arms to your allies, and the 
second-best to countries friendly or 
neutral towards your own; or sell them 
to all comers — without, though, 


jeopardising the security of friendly |. 


governments. 

At a huge arms bazaar in Peking last | 
autumn, China not only showed what it | 
could produce, but also gave space to 
foreign. arms manufacturers. Chinese 
еа lectured potential buyers on 
the merits of their weapons, especially 
their low price. | 

It may seem surprising then, that | 
leader Deng Xiaoping has run down the 
arms production facilities for the Peo- | 
ple’s Liberation Army (PLA) 
pushed ahead with a demobilisation 
programme to put roughly 1 million 
army personnel back on the civilian job 
market in the interests of 
economy. Deng and his sup- 
porters have forced a 
number of military produc- 
tion facilities in China to go 
over to making civilian 
goods — so that the skilled 
workers who used to make 
tanks are now assembling 
bicycles. 

Perhaps the leadership 
has made a fine calculation 
of its arms-sales prospects, 
balanced it with the rising 
demand for consumer goods 
at home, and come up with a 
formula which is helpful to 
both. In selling between 200 
and 300 modified MiG21s 
over the pe few years, even 
at knockdown prices, the 
military production minis- 
tries have made a contribu- 
tion to China's foreign-ex- 
change reserves which could 
run as high as US$1 billion. 

Arms production and sales are not 
the only sphere of military modernisa- 
tion where China is taking calculated 
risks. The demobilisation programme 
has not yet been matched by the prom- 
ised organisation reform of the PLA na- 
tion-wide. The changeover to a system 
of regional army groups, capable of 
fighting any kind of war on their own, 
has been slow to materialise and West- 
ern experts believe that only one of the 
group armies is now fully operational in 
command structure — the former Pe- 
king military region. 

eng is gambling — with good odds 
— on the fact that no big power at pre- 
sent or in the near future is likely to at- 
tack China effectively, and that this pro- 
vides a “window” in the process of mod- 
ernisation of the PLA. п 
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SOUTH KOREA 


Standing inflexible 


The government now goes after Kim Young Sam 


By John McBeth in Seoul 
W ith South Korea's principal dissi- 
dent Kim Dae Jung entering his 
sixth week of house arrest, the axe is 
now poised to fall on the neck of newly 
elected Reunification Democratic Party 
(RDP) president Kim Young Sam as the 
ыен moves to either cripple the 
ardline opposition leadership or nudge 
it into submission. 

In using his acceptance speech to 
compare a presidential election under 
the current electoral college system to 
that in North Korea and to liken the 
1988 Seoul Olympic Games to the Nazi- 
staged Berlin Olympics, Kim Young 
Sam has left himself wide open to pro- 
secution under catch-all provisions in 
the Criminal Code applying to Korean 
nationals who allegedly have denigrated 
the country through foreign organisa- 
tions. 

In this particular case, Seoul's small 
foreign press corps was handed a care- 
fully typed English translation of his 
speech shortly before the RDP's inau- 


ral convention on 1 May (REVIEW, 14 | 
ay) — one indication, analysts be- | 


lieve, that Kim set out deliberately to 
provoke a strong reaction. While the 
overnment's phobia about North 
orea is well known, the Olympic 
Games is almost a sacred subject 


in Seoul, with officials making the | 


point time and again that the prestige 


of the nation rides on its complete suc- | 


cess 


or Koreans who "insult or slander the 
Republic of Korea or its constitutional 
offices or spread false information 
about them while abroad, thereby 
damaging its security, interest or dig- 
nity." A companion provision lays 
down a similar penalty for those who are 


convicted of the same offence “within | 


One article in the Criminal Code 
pue seven years' imprisonment | 


by Christian activists and more than 
1.000 university professors across the 
country. 

But given the realisation that Chun 
will never back down on his decision, 
the RDP's strategy has, in the words of 
one diplomat, become "strictly rejec- 
tionis" — and that goes for whatever 
the geom has a hand in, including 
the Olympics. 

The ruling camp, for its part, appears 
to have come to an understanding of its 
own: that a normal political solution will 
not work and the time has come to dis- 
p with a sadly wilted carrot and go 

ack to the stick. 

Even if he has not publicly endorsed 
constitutional changes himself, Chun is 
said to have told a private gathering last 
September that he might have to en- 
force political reform before he steps 
down in February next year. Taking a 
broad look at past and current moves, 
observers have been left with the im- 


the country by use of foreign individuals EC 


or organisations." 

Senior government officials are also 
challenging the legality of the RDP's 
platform, accusing the party of advocat- 
ing national unification regardless of 
differences in political ideologies and 
systems on the divided peninsula. This, 
they have claimed, runs counter to 
pe Korea's strict anti-communist po- 

icy. 

The opposition's tack up to now has 
been to push for a reversal of President 
Chun Doo Hwan’s 13 April decision to 
postpone the debate on constitutional 


reform until after the Olympics — a ; 


theme that has been taken up in student 
demonstrations as well as through 


hunger strikes and signature campaigns [s | a 


pression that his so-called “grave deci- 
sion” of 13 April represents only part of 
a general reversal of policy. 

Kim Dae Jung had already become 
the first obvious target and has now 
been confined to his walled suburban 
home since he and Kim Young Sam split 
from the 90-seat New Korea Democra- 
tic Party early last month and took 
nearly 70 lawmakers into the newly 
formed RDP. His telephone line re- 
mains open, but unlike on other occa- 
sions when he has been under deten- 
tion, the stubborn dissident leader is not 
being permitted visitors. 


"Tus rest of what the government 
hopes to do was apparently laid out 
when Chun called newspaper pro- 
iatis to a lunch at the presidential 
eadquarters on 16 April, according 
to sources. The same message is said 
to have been conveyed by Agency for 
National Security Planning director 
Chan Se Dong, presidential political 
adviser Kim Hyun Kwan and Informa- 
tion Minister Lee Woong Hee at sepa- 
rate breakfast meetings with senior 
Md and political writers on the same 
ay. 
By keeping the two Kims apart, the 
government has shown itself deter- 
mined to break the opposition's spirit 
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and create the sort of 
favourable climate it says is 
necessary to ultimately re- 
solve the constitution issue. 
But if analysts thought Kim 
Young Sam might take a 
more cautious approach, 
they seem to have miscalcu- 
lated. “Kim wants the gov- 
ernment to be more repres- 
sive and he’s not going to 
kow-tow,” observed one 
analyst. "They're both play- 
ing into each other's hands 
— and they both seem to 
want it that way." 

In much the same way as 
the government is reluctant 
to take further legal steps 
against Kim Dae Jung, it 
might stop short of taking 
Kim Young Sam to court, 
given the way the political pendulum 
has begun to swing back in favour of 
the opposition after weeks of damag- 
ing internal strife. But the pressure 
against the RDP president is building 
and prosecutors were reportedly con- 
sidering whether to summon him for 
questioning when an extraordinary ses- 
sion of the national assembly concluded 
on 13 May. 

Three patriotic organisations, the 


E 


d 
FE 


i 


i 


ii 








Anti-Communist League of 
Korea, the Korea Disabled 
Veterans Association and 
the National Reconciliation 
Promotion Committee, 
have already filed com- 
plaints against Kim. And in 
an ominous broadening of 
the controversy, Justice 
Minister Kim Sung Ky told 
the national assembly on 8 
May that the opposition 
leader had made remarks 
"detrimental to national 
security interests and pre- 
stige" during overseas trips 
he had undertaken since 
June 1981. 

If itis decided to proceed 
with legal action, Kim may 
not go to prison, but he 
could be left with a sus- 
pended sentence which would re- 
move him from his national assembly 
seat and conceivably disqualify him 
from standing in the 1989 elections. 
Such à step would require careful 
calculation on the government's part 
as it would almost certainly invite 
a new and much more strenuous round 
of criticism from the US State Depart- 
ment and the Democrat-controlled con- 
gress. п 
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Factions to 
the fore 


Fund raising for the LDP 
leadership race begins 


By Charles Smith in Tokyo 


Ithough Prime Minister Yasuhiro 

Nakasone now seems to have à 
good chance of clinging to power until 
the end of his current term as the presi- 
dent of the ruling Liberal Democra- 
tic Party (LDP) in late October, 
Nakasone's rivals within the LDP — to 
say nothing of colleagues and friends — 
are already gearing up for what could be 
a major change in the party's power 
structure. 

This may explain the interest shown 
by Tokyo's political pundits in the series 
of fund raising receptions being staged 
in Tokyo and Osaka by key members of 
the Tanaka faction, the LDP intra-party 
group led by former prime minister 

akuei Tanaka, which 1s likely to play 
the key role in selecting Nakasone’s suc- 
cessor. 

The first of a series of three Tanaka 
faction receptions, each of which is ex- 
pected to raise as much as ¥2 bil- 
lion (US$14.3 million) in campaign 
funds for the October leadership strug- 
gle, took place on 17 April when Ganri 

amashita — an elder statesman of the 


| faction, who is reportedly very close to 


Tanaka — managed to persuade more 
than 3,000 guests to show up at an even- 
ing reception in one of Tokyo's best 
known Chinese restaurants. 

Of more interest than the Yamashita 


= | party, however, аге two upcoming re- 








ceptions: one in early July by the fac- 
tion's acting president (and LDP vice- 
president) Susumu Nikaido; and the 
other later this month by the faction's 
“young leader” Noboru Takeshita, who 
also holds the post of LDP secretary- 
general. 

The success or otherwise of the 
Takeshita party seems particularly cru- 
cial given rumours that Takeshita might 
use the occasion to announce the forma- 
tion of what would in effect be a brand 
new intra-party grouping designed to 
promote his bid for the party leader- 


| ship. This in turn could help to decide 


whether Takeshita manages to distance 
himself from the two other LDP leaders 
— Finance Minister Kiichi Miyazawa 


| and LDP Executive Council chairman 
| Shintaro Abe — who are running neck- 


and-neck in the to succeed 
Nakasone. 

Senior members of the Takeshita 
sub-group within the big Tanaka faction 
are said to have been urging their boss 


to "raise the flag" ever since early 1987, 


race 


when it first became apparent that the 


faction was hopelessly split on the ques- 
tion of whom to nominate as candidate 
at the LDP leadership election in the au- 
tumn. Takeshita’s own preference, 
however, seems to have been for a more 
cautious approach. 

A plan to announce the foundation 
of a new Takeshita faction at a reception 
scheduled for 21 April was hastily can- 
celled early last month after news got 
around that Tanaka might attend the 
rival Yamashita gathering on 17 April. 
In fact the chronically ailing Tanaka did 
not appear and the rumours that he 
might do so seem to have been a deliber- 
ate leak to frighten Takeshita and his 
. followers. 

The death on 16 April of Mrs Hiroko 


|| Sato, widow of Japan's longest serving 
| post-war prime minister, Eisaku Sato, 


may also have temporarily set back 
Takeshita's plans. Takeshita's friend- 
ship with Mrs Sato — whose husband's 
intra-party faction is regarded as one of 
|| the ancestors of the present Tanaka fac- 
| tion — had been expected to further his 
- leadership bid. But Mrs Sato died be- 
| fore she had given the public sponsor- 
ship for which Takeshita had apparently 
been hoping. 
Following the collapse of his April 
lans Takeshita appears to be play- 
ing a game of wait and see, with much 
of his future strategy dependent on 
whether rival leaders within the faction 
— including Nikaido — can be induced 
to put in an appearance at his recep- 
tion in late May, in return for a prom- 
ise to have the Takeshita group show 


up at the Nikaido gathering in July. 
But this probably does not mean that 
pu to form a Takeshita faction have 
cen abandoned. Even more important 
than Nikaido's attendance, according to 
Tanaka faction watchers, would be a 
good showing at the May reception by 
middle-of-the-road or  fence-sitting 
members who will ultimately determine 
who wins out in the factional power 
а, де and who might yet be lured into 
a Takeshita faction. 
Of the 140 LDP parliamentarians be- 
longing to the Tanaka faction around 75 
are regarded as hard-line Takeshita sup- 





| Wrath of the New Right 


A Japanese reporter is killed by an extremist group 


By Charles Smith in Tokyo 


E fatal shooting of Tomohiro Ko- 
Ln. areporter of the Asahi Shimbun 
y newspaper, by a masked gunman 
on3 May — Constitution Day — has eli- 
cited well-justified cries of outrage from 
media organisations, including the 
Ja Newspaper Publishers and 
tors Association, which noted the 
incident as the first terrorist attack on a 
n per office since the end of World 
War II. What makes the affair agere. 
as well as outrageous is that the attac 
does not seem to fit any known pattern 
of extremist activity in Japan. 

Extreme nationalist — rightwi 
groups have perpetrated a number o 
origen incidents in major Japanese 

ties recently, including an attack in 
January on the home of a property 
E president in Tokyo, but the New 
ght, as it is generically known, seems 
to go for um publicity with 
a minimum of bloodshed, usually in 
. order to register a specific propaganda 
poin 


t. 
The puzzling thing about the Asahi 


com- 


attack was the choice of location — the 
pour! Hanshin bureau in subur- 
ban Osaka rather than its Tokyo head 
office — and the fact that the victims 
were not senior staff but working report- 
ers who happened to be relaxing in the 
office after a long day covering routine 
news events. 

Responsibility for the Asahi shoot- 
ing has been claimed by an organisation 

ling itself the Nippon Minzoku 
Dokuritsu Giyugun (volunteer corps for 
the independence of Japan, better 
known as Dokuritsu Giyugun) whose 
name has cropped up in connection with 
several previous incidents in the Kobe- 
Osaka area, but the Hyogo prefectural 

lice who are in charge of investigat- 
ng the incident say this does not help 
much. 

Although the Dokuritsu Giyugun 
seems to have a record of staging violent 
incidents to mark anniversaries of vari- 
ous kinds — a 1981 attack on the US 
Consulate in Osaka, for example, was 
timed to coincide with the anniver- 


porters while between 15 and 20 remain 
comitted to the loyalist or pro-Tanaka 
group surrounding Nikaido. This leaves 
nearly 40 floating voters who would 
need to be attracted to the Takeshita 
camp if the faction is to have a reason- 
able chance of putting forward a single 
candidate at the autumn elections for 
party leadership. 

Tanaka faction watchers feel that the 
loyalist core supporting Nikaido might 
eventually be obliged to fall into line be- 
hind Takeshita if the latter is successful 
in attracting middle-of-the-road mem- 
bers of the faction to his standard by 

peaceful means within the 
next few months. The 
adoption of a mdp. peres 
posture by the Takeshita 
camp, on the other hand, 
might frighten away middle- 
of-the-roaders leading to a de 
facto split of the faction. 

Because of its enormous 
size — more than 30% of the 
combined LDP membership 
of the upper and lower 
houses of parliament — the 
outcome of the power strug- 

le under way in the Tanaka 
action could be crucial for 
the party's future in the post- 
Nakasone era. 

But analysts believe that 
the virtually perfect power 
balance that now exists be- 
tween Takeshita's personal 
following and the LDP's 
other two major factions (the 


sary of Pearl Harbour — no clear im- 
pression exists as to its aims and objec- 
tives. ; 

The letter delivered to Kyodo News- 
agency claiming respo ty for the 
Asahi incident accused the newspaper 
of “trying to ruin the entire Japanese 
race” but failed to go into any detail. 
Whatever this may mean, Asahi staff 
members are quite bly not safe 
from further attacks since the letter con- 
tinued by speaking of a “death sentence 
passed on all Asahi people.” 


А" put forward by some Ja- 
panese weekly magazines is that the 


Dokuritsu „Старо letter is itself 
fraudulent t the man who at- 
tacked the Hanshin bureau had more 


rsonal grievances against the Asahi. 
upport for this idea rests on the con- 
troversial nature of some of the stories 
the bureau is thought to have been writ- 
ing or rese recently. 

The 29-year-old reporter who was 
killed in the attack had, for example, 
written a report on the forced finger- 
printing of Korean residents in the 
Osaka-Kobe area, which could conceiv- 
ably have upset local nationalist groups. 
Research carried out by another repor- 
ter on the corrupt election campaign of 
a candidate for mayor of the Kobe sub- 
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Abe and Miyazawa groups) makes 
events within the Tanaka group even 
more significant. 

If Takeshita withdraws from the 
Tanaka faction with 70 or 80 supporters 
the battle between the three new aspir- 
ants for the succession to Nakasone 
would be a contest in which no one 
would have the upper hand and a stale- 
mate of some kind might seem almost 
inevitable . A united Tanaka faction on 
the other hand, would be in a position 
to do a deal with either of the other two 
maor factions, putting its own man into 
office in exchange for the promise of a 
few extra cabinet posts for its junior co- 
alition partner. In that event Takeshita, 
or whoever else emerges as the Tanaka 
faction’s leader, might have the party 
leadership sewn up long before the Oc- 
tober contest. 

The delicate balance that exists be- 
tween the Takeshita group and the sec- 
ond and third ranking LDP factions 
means that the last word in deciding 
who comes out on top between now and 
October could conceivably rest with the 

rime minister, especially as one of 

akasone's closest associates, chief 
cabinet secretary Masaharu Gotoda, 
happens to be an influential member of 
the Tanaka faction's uncommitted 
centre. But if Nakasone has any ideas 
on who should succeed him he is evi- 
dently in no hurry to reveal his choice. 
Presumably he feels that to keep 
everyone guessing is one way of prop- 
ping up his own increasingly shaky hold 
on power. п 
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urb of Ashiya might also have invited 
retaliation. 

But in neither case does the provoca- 
tion, if there was one, seems to have 
caused any reaction apart from the 
shooting itself. Survivors of the attack, 
including one badly injured reporter 
and another who was saved by a stack of 
books, say the attacker simply walked 
into the bureau, fired off his gun, and 
left without a word. 

The incident could not have been 
planned without some knowledge of the 
bureau's working hours since it occur- 
red late on a Sunday evening. But Asahi 
officials say it would have been difficult 
for an outsider to know who would be 
on duty on that particular evening — 
and thus hard to plan revenge against an 
individual reporter. 

Given its many baffling features the 
Asahi incident could well join the list of 
bizarre and mysterious crimes which 
have сч up from time to time in 



























































postwar Japan. The fear, however, is THE 

that ти о oiak TEM uap PAVILION 
some of Japan’s better known and more 

resourceful extremist groups into vio- INTER? CONTINENTAL 
lence against the media. Whether or not SINGAPORE 





this is likely the incident is yet another 
reminder of the fragility of press free- 
dom even in a ci and sophisti- 
cated society. п 














CREATING LASTING IMPRESSIONS 






e 

















Ww 





wi © restaurants with cuisine from all 
untries. over the world. And all this in a 


No other airport in South East | ox | modern, clean and friendly 
Asia offers you more convenient WO atmosphere designed to make 


connections to all major | | | your stay pleasant and 
destinations worldwide. And U П О pleasurable. No wonder we 
to welcome the 10 million are considered Asia’s best 


F 


directly to 88 cities in 51 co 


_ passengers a year that visit us, -$ ~ airport by the Business Traveller 
h rport offers everything ү е Magazine. 


e lowest priced duty - We're sure you'll agree. 


place 
where 
-all paths 

|. meet. 












Civil Aviation Authority of Singapore 


SINGAPORE CHANGI AIRPORT 


ELLER 









FOREIGN RELATIONS 


Dormitory hubbub 


Expulsion of correspondent reflects Sino-Japanese strain 


By Susumu Awanohara in Hongkong 
Ce оо two days after Peking 

threatened retaliation against a Ja- 
panese court decision favouring Taiwan 
over the ownership of a student dormit- 
ory in Kyoto, Peking’s expulsion order 
against a Japanese journalist pointed up 
the deterioration of relations between 
the two countries. 

Many Chinese complain that the Ja- 
panese have become arrogant and take 
them for granted, while Japanese sense 
that the Chinese are becoming less prag- 
matic and more doctrinaire. Despite Pe- 
king's assurances to the contrary, the 
deterioration of relations appear to 
have followed the fall of former Chinese 
general secretary Hu Yaobang, and 
many observers expect worse to come. 

On 8 May, Shuitsu Henmi, a Peking 
correspondent of Kyodo newsagency, 
was given 10 days to leave China on 
charges of obtaining illegal intelligence 
and making fabrications in his reports. 
The Chinese Ministry of State Security 
told him he was being expelled, not pro- 
secuted under Chinese law, in view of 
the importance of Sino-Japanese rela- 
tions. Henmi denied the charges. 

He, together with correspondents of 
The Washington Post and Agence 
France-Presse (AFP), claimed they 
were given special access in February to 
texts of central committee directives 
concerning the current campaign 
against “bourgeois liberalisation.” It is 
understood that the security officials 
particularly objected to Henmi's at- 
tribution of such information to “a high 
party official,” and demanded to know 
the identity of the source, which Henmi 
refused to give. 

On 12 May, Peking charged that 
Henmi had regularly bribed a govern- 
ment official for information and lied 
about the meeting between the “party 
_ official” and the three journalists, in- 
da TO $ PAN. + 
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cluding himself. Kyodo denied the brib- 
ery charge the next day. 

Henmi became the second foreign 
correspondent, after Lawrence Mac- 
Donald of AFP who left China in 
January, to be expelled since the anti- 
bourgeois liberalisation campaign 
started late last year. Both of them are 
fluent speakers of Chinese and culti- 
vated wide-ranging contacts. Japanese 
correspondents have stayed out of trou- 
ble since the Cultural Revolution during 
which their ability to read wall posters 
disturbed Chinese authorities. Several 
Japanese journalists were expelled. 
Others were refused renewal of work 
permits and one was arrested and de- 
tained for more than a year at the time. 

Some observers see a similarity be- 
tween Henmi's case and that of a Dutch 
journalist whose expulsion from China 
in 1981 roughly coincided with the 
Dutch sale of submarines to Taiwan, 
which upset Peking. 

Whatever the truth of charges 
against Henmi, both China and Japan 
have become more blunt in blaming the 
other for the continuing trade imbal- 
ance in Japan's favour and the reluc- 
tance of Japanese businessmen to invest 
in China. Tokyo has so far refused to 
comply with Peking’s request for an 
early disbursement and further commit- 
ment of aid. Peking officials have pri- 
vately expressed displeasure over the 
recent flood of Japanese investment 
into Taiwan. 

The renewed controversy over Ja- 
panese history textbooks, the statement 
justifying Japan’s past aggression by an 
education minister — despite his later 
sacking — as well as Tokyo s lifting of its 
defence spending ceiling over 1% of 
gross national product, were also 
among recent irritants to bilateral rela- 
tions, 


Further, Japanese handling of a 
family of North Korean defectors and 
the decision over the dormitory 
known as Guanghualiao — both in Feb: 
ruary, provoked Peking's accusation 
that Japan was deviating from its опе 
China policy. The defectors were flo 

to Taipei in a Japanese Maritime 
Agency aircraft accompanied by a h 
Tokyo official. In the Guanghualiao 
cision, a high court not only upheld. 
lower court decision that the dormitory 
still belonged to Taiwan but ruled tha 
the “Republic of China" was eligible to 
be a party in civil cases in Japan. 

Before the present strain, Sino-Ja- 
panese relations had been unpreceder 
edly warm in the 1983-84 period under 
Hu and Prime Minister Yasuhiro 
Nakasone. The Japanese have been 
worried that Hu’s fall from grace would 
affect bilateral relations. While Hu's ef- 
forts to moderate and control anti-Ja- 
panese feelings among the Chinese — 
notably during 1985 when the students 
agitated against the "second Japanese. 
invasion" — were appreciated in Japan, 
Tokyo officials often complained that 
bilateral relations had become too de- 

ndent on the personal link between | 

im and Nakasone. я 

An unconfirmed Yomiuri Shimbun 
report in February said that conserva- 
tive ideologue Deng Liqun had attacked 
Japan for exploiting China economi- 
cally, selling inferior products, en- 
couraging private bodies to have ex- 
changes with Taiwan and for allowing 
anti-Peking publications such as Ching 
Spring to operate in Japan. Deng 
further complained that Nakasone was 
pursuing militarism and Hu was frater- 
nising with him, the report said. ч 


Lus reports indicate that Hu was. 
criticised for "lacking diplomatic 
discipline" as well as being blamed for 
the well-publicised alleged errors i 
domestic policy. Specifically, Hu was. 
criticised not only for inviting 3,000 Ja- 
panese youths to China during his trip to” 
Japan in 1983 without consulting his- 
colleagues, but also for his “private” in- 
vitations to Nakasone, accepted in 1984 | 
and last year. Hu seemed to have in- | 
censed some Chinese by saying, during - 
Nakasone's visit last November, that 
there was mutual understanding be: 
tween the leaders and peoples of the | 
two countries and that the small minor- | 
ity who did not understand were unable 
to affect the overall relationship. 
Chinese leader Deng Xiaopin X 
joined ihe fray in mid-April when he 
complained to a Hongkong group about | 
Japan's “chauvinism” and “mounting | 
militarism” and warned that unless | 
Taiwan was reunited with China, it | 
might be “taken away" by other powers | 
such as the US or Japan. The mention | 
of the two countries was excluded from | 
the official Chinese version of his re- | 
marks, but confirmed by those who. 
were present. Meeting a Japanese dele- | 

















































gation on 5 May, Deng implicitly criti- 
"cised Hu for his invitation to the 3,000 
Japanese youths, asked Japan not to fol- 
Лом the US example on Taiwan and de- 
nounced the Guanghualiao decision, 
which he linked to the "mounting 
militarism" in Japan. 

It was on 6 May that Foreign Minis- 
try spokesman Ma Yuzhen made the 
sharpest official comment yet on the 
"Guanghualiao case, saying: “If a judi- 
cial organ still clings to its own false and 
erroneous ruling, and the Japanese 
Government still takes a tacit and con- 
niving attitude, the Chinese side will 
surely make strong reaction to it and the 

apanese side should bear all the re- 
sponsibility." Ma also complained that 
*the Japanese side has talked much but 
one little in settling [the trade] issue." 

* Noting the particular Chinese sen- 
itivity about Taiwan, some observers 
peculate that Peking may be laying re- 
»newed stress on reunification with 
Taiwan, particularly now that Macau's 
eturn to China, as well as that of Hong- 
kong, has been agreed. These observers 
further speculate that ascendant party 
conservatives may be behind the new 
emphasis on Taiwan. There are also 
those who believe that Peking is simply 
using the Taiwan problem either to gain 
economic concessions from Japan or to 
unite a divided country by creating an 
external issue. 





n the other hand, some experts mini- 
mise the supposed struggle within 
Peking's leadership — or at least its ef- 
fect on foreign policy — and stress that 
the causes for the bilateral strain are in 
Japan. A Hongkong source close to Pe- 
'king insists that Japan must remember 
the history of its aggression in China and 
adopt a "correct attitude" towards it. 

There is agreement that things could 
“get worse. Several anniversaries are 
coming up: that of the 1937 Marco Polo 
Bridge incident (marking the start of the 
Sino-Japanese war) on 7 July; the end of 
“World War П in 1945 on 15 August 
(when Japanese ministers are likely to 
honour the war dead at the controver- 
^ sial Yasukuni Shrine); the 1931 Man- 

< churian Incident (which led to the estab- 
lishment of Japanese-controlled Man- 
chukuo) on 18 September, and the 1972 
normalisation of relations on 29 Sep- 
tember. Any one of these dates can be- 
come a rallying point for anti-Japanese 
activity. 

Tokyo is hoping that a joint ministe- 
rial meeting in Peking on 26-28 June, 
with seven Japanese ministers attend- 
ing, will help head off such an eventual- 
ity. But both the Japanese Government 
and the public find the Chinese demand 
that Tokyo override the court decision 
on Guanghualiao and turn it over to 
Peking unreasonable and ill-advised. 
China should know that Japan's com- 
mitment to the independence of the 
judiciary is based on lessons from the 
past, it is felt. п 
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| @ ONE of the most widely promul- 
| gated myths, still lent credence by the 
| Chinese authorities and still quoted by 
anyone who wants to play up the 
| racialism of the British imperialists, is 
«| dhe notice which allegedly stood at the 
| entrance to an old Shanghai park, which 
„tead: “NO DOGS OR CHINESE." 
- . Itis pure fiction, for which statement 
I-am grateful to Matthew Turner. He 
transcribed a photograph to be found in 
Peking’s Museum of the Revolution 
(dots indicate unreadable sections): 
PUBLIC AND RESERVE 
GARDENS REGULATIONS 

1. The Gardens are the property of 
++. Company. 

. 2. The Gardens are open to the pub- 
lic from . . . until midnight. 

3... . respectfully dressed. 

4. Dogs and bicycles not admitted. 

5. Perambulators must be confined 
to the path. 

6... . climbing trees or damaging .. . 
strictly prohibited. 

7,...8 and others in charge of child- 
ren are requested . . . proceeding . . . 
careful. 

8. Adults in charge of children are 
not permitted to occupy . . . band pefor- 
тапсеѕ. 

9. Children unaccompanied. by for- 
eigners are not allowed into the Gar- 
den. 

10. The Police have instructions to 
enforce these regulations. 

By order M. D. Caldwell 








Shanghai, Sept 13, 1917. 

Dogs and bicycles and children, of all 
races, not accompanied by a foreigner. 
Nothing about Chinese. Hardly worthy 
of providing a quote supposed to encap- 
sulate the racial intolerance of that ега. 
€ THE arrival of a tax assessment form 
is bad enough; it is worse when one gets 
two, followed closely by a threatening 
letter from the Inland Revenue adding a 
576 penalty on top of a tax bill one has 
already paid. Thankfully, 1 found the 
documents to prove my complaints, and 
wrote off to the bureaucrats pointing 
out they had evidently opened two files 
on me — 2H4-XD4418595 and 2J2- 
XA4418591. 

In due course I got a letter back 
properly regretting the double files 
Spence оп те, assuring me that file 
2H4-XD4418595 could now be disre- 
garded and subtly putting the blame for 
the mistake on me in the final para- 
graph which requested: “In future, please 
'|4:quote your file reference — 2J2- 

be MA4418591.” 
All of which was fine, until I noticed 
atthe top of the letter that Inland Rev- 
‘enue’s reference number was 2H4- 
XD4418595. The saga is not over yet. 
€ THE operation of the rule-of law in 




















Consul Room, 





was founded in 1949. Like most other 
communist states, China set up a trial 
system based, like that of France, on an 
examining magistrate or judge, who 
often plays a role nearer that of chief 
prosecutor. While the Maoist preter 
ence for persuasion has probably re- 
sulted in proportionally fewer. brutal 
executions than in the Stalinist Soviet 
Union, the long periods of imprison- 
ment, forced labour, self-criticism and 
"thought reform" have added signifi- 
cantly to the sum total of human suffer- 
ing. 

No one is watching the operation of 
the law in China with more interest than 
the people of Hongkong today and no 
one has greater reason to suspect. vag- 
uely worded laws which provide neat 
catch-alls. This goes far to explain the 
flurry of opposition to the comically 
worded recent amendment to a public 
order ordinance, which makes it an of- 
fence to publish false news. The drafting 
of this was so bad that the attorney-gen- 
eral has found it necessary to circulate a 


set of guidelines on how it should be im-. 


plemented (not that his guidelines will 
necessarily be accepted either by pre- 
sent-day judges or his own successors). 


€ AS for China's criminal law code, tet : 


us take Section 102 as an illustration ofa 
sort of law which attorneys-general aim, 
which more or less guarantee a convic- 


tion. The section stipulates a prison sen-- 


tence of under five years of penal ser- 
vitude (and/or supervision, or depriva- 


` tion of political rights) for anyone who, 
for counter revolutionary purposes, en- 


gages in sabotage, administers poisons, 
spreads germs or “incités the masses to 
resist or hinder the operation of the law 
or order of the state." So a judge has 
only to decide that anyone accused:of, 


| say, upsetting a refuse bin has thus 


caused disorder in the state while in a 
counter-revolutionary' frame of mind, 
and the accused can expect a pretty 
heavy jail sentence in addition to some 
fairly strong remarks from the bench. 

€ HOWEVER, if the judge should reck- 
on that the accused was the ringleader 
of a group of dustbin violators (or as the 
Official text says, “a first important ele- 
ment"), he can impose a stretch of over 
five years, particularly if the damage to 
dustbins involved the distribution. of 
“counter-revolutionary slogans or 
handbills." Could have been drafted by 
Hongkong's own legal beagles. And, just 
to make sure, Section 103 of China's 
criminal code states that, if such activi- 
ties are deemed “particularly serious” 
and "the circumstances particularly 
wicked," then the penalty could be 
death. The drafters of China's criminal 
code, one feels, have few lessons to 
learn from their opposite numbers in 
Hongkong. і 
€ IF one is prepared to take the 
Hongkong Government's word and be- 


| ping crowds are lucky if they are treat 







liberalise. the law. here and the; 
could take a look at the rules апа re; 
tions covering people getting tog 
to enjoy themselves, in places 
cinemas, theatres and concert hall 
Places of public entertainment 
bureaucrats say, should undowbt 
subject to some controls (fire exits 
so оп). But the present plethora 
and regulations were put in place to 
the powers-that-be authority 10. 
flammatory political meetings d 
times of riot. Now they are solemn 
plemented as a sort of all-envelopi 
fical wet blanket. For a simple pi 
cital, the demands of the fire ser 
the building authority, the urban. 
vices and health inspectors m 
satisfied and an inspection mounte 
days prior to the projected ent 
ment passed and the licensing fee p 
But that's just the beginnin 
must. be filled in stipulating t 
and conditions, reserving the h 
cording the authority's agreeme 
listing the programmes in detail 
onlyto comply with the Compose 
Authors’ copyrights, but so the 
thorities can vet what isgoing on). Th 
there is the practical stuff — arra 
for the display and distribütión of 
licity material, ticket-printing 
detailed stage requirements andso 
In addition the presenter of the ent 
tainment must apply to the Tel 
Entertainment Licensing Authori 
obtain the proper permits, in trip 
18 days before the event. UE 
The whole business does.a goo 
of destroying any possibility of spo 
taneity. As things are, davtime shi 



























































toa lunch-hour military band: The ho 
that once existed of getting pop grow 
buskers and jazz bands to.enliv 
shopping malls and atriums of Н 
kong's central skyscrapers during 
evening have long since been squ 
€ FINALLY, the Solicitor-Gener 
the Philippines recently announced t 
his department was conducting an 
vestigation to find those responsible 
installing 'istening devices. in 
Malacanang Palace last September, 
‘Manila Times headlined the annou 





































.Malacafiang ~ 



















buggers to be== 
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| SRI LANKA 


| Trouble from the south 


A Sinhalese Marxist group rears its head again 


|| By Rodney Tasker in Colombo 
К he Sri Lankan Government is now 


: bracing itself to tackle a new, grow- 

| ing security threat on its southern flank. 

ile embroiled in the current bloody 

| Stalemate with Tamil separatist milit- 

ants, the government is becoming more 

alarmed by the activities of an under- 

ound Marxist group, the Janatha 

imukthi Peramuna (JVP), which ap- 

ars to be making disturbing inroads 

| into the southern Sinhalese-majority 
heartland. 

On 5 May, President Junius 
Jayewardene warned that the JVP was 
preparing to launch an_ insurrection 

| similar to the one in 1971 by assassinat- 
ing government and opposition leaders 
and creating general instability. He was 
referring to the JVP's violent bid for 
power in 1971 when its supporters, 
mostly students, challenged the govern- 
ment of then prime minister Sirima 
Bandaranaike in a fumbled coup in 
which more than 10,000 people were 
massacred by the army. 

"The JVP campaign hangs like a 
dark cloud over the country, and 
everyone should cooperate with the au- 
thorities to counter it," Jayewardene 

| told a meeting of MPs of his ruling Unit- 

"ed National Party (UNP). Parliament 
debated the alleged JVP threat the fol- 
lowing day amid talk by Bandaranaike's 
opposition Sri Lanka Freedom Part 
that it would seek a common front wit 
all opposition political forces, whatever 
their ideological persuasion — a hint 
taken to include the JVP. 

At a 5 May press conference, Ban- 
daranaike launched an onslaught 
against Jayewardene, saying that he was 
exploiting the security situation to re- 
main in power, referring to the fact that 
the president had announced that he 
may hold a referendum instead of a 
кеа presidential election in early 

9 


At a time when Sinhalese outrage 
over the more than 300 deaths during 
the April massacre in the east and the 
bombing in Colombo has led to wide- 
spread suspicion directed more towards 
the government than the Tamils, the po- 
litical situation could well be playing 
into the hands of the opposition, includ- 
ing the JVP. But the JVP's creed views 
all established political parties as repre- 
sentatives of the well-fed elite, while it 
champions the cause of disgruntled 
Sinhalese have-nots. 

The JVP was founded in the late- 
1960s as a Maoist party by Rohana 
Wijeweera, a graduate of Moscow's 

? Lumumba University. Its base was 
mainly in the rural and semi-urban 


youth. After the 1971 failed coup, the 
JVP was recognised as a political party 
before the 1977 general election and 
Wijeweera, even fought in the 1982 
residential election, when he finished 
ourth. After the July 1983 riots in Co- 
lombo when the Sinhalese backlash 
against the Tamils left some 500 dead, 
Jayewardene proscribed the JVP. The 
party has been underground ever since. 
But as the escalating campaign be- 
tween the armed forces and the Tamil 
militant groups in the north and east 
have led to a steady erosion of stability 
in the country, the JVP has increased its 
activities. It appears to have revived its 
pre-1971 tactics including a widespread 
campaign of anti-government posters 
and pamphlets, raids on security forces 


to acquire arms, and robberies to gather 
cash. 

The recent killing by police of a stu- 
dent taking part in an illegal May Day 
rally in Colombo, together with another 
youth who was shot while wearing 
Buddhist monk's robes, provided an ex- 
cuse for the JVP to ferment lecture- 
boycotts and protests at several univer- 
sity campuses in Colombo and Kandy. 
Police then arrested eight students, in- 
cluding four schoolgirls, in the Kandy 
area for possession of anti-government 
literature. According to The Island 
newspaper, some 500 suspected JVP ac- 
tivists have been detained under the 
Prevention of Terrorism Act. 

In one spectacular raid recently, a 
JVP unit raided Pallekelle army camp 
near Kandy, and seized some automatic 
weapons. A number of soldiers at the 
camp were later interrogated by the au- 
thorities for JVP links — reflecting gov- 


ernment concern that the JVP has ap- 
peal also among lower-ranking soldiers. 
The army announced recently that 37 
soldiers were being discharged because 
of alleged links with the JVP, and there 
have been moves to ensure adequate 
political screening of military recruits, 
as the armed forces continue their cam- 
paign of mass recruitment — mainly 
youths from the rural areas — to 


counter Tamil militants, 
коор of 
the JVP's 


Despite its Marxist 
revolutionary violence, 
Sinhalese credentials have won it quite 
wide support among Sinhalese who feel 
that their government is not doing 
enough to protect them from the Tamil 
threat. The National Intelligence 
Bureau is investigating suspected links 
between the JVP and the Tamil militant 
group generally held responsible for the 
Colombo bombing, the leftist Eelam 
Revolutionary Organisation (Eros). 
Eros is thought to be training some 
JVP cadres in the north, and both 
groups are suspected of attempts to in- 
filtrate the hitherto docile 1 million In- 
dian Tamils who work on the tea plant- 


ations in the central highlands. “This is a 
new phenomenon in Sri Lanka: a mix- 
ture of ideological and ethnic elements, 
under the banner of the Left,” com- 
mented one leading Tamil political 
analyst. 


rue or not, JVP members are not as 
well armed as their Tamil counter- 
parts, relying mainly on captured small 
arms. Few observers believe the JVP could 
take on the government on its own, but 
the current instability may have encour- 
aged its leaders to exploit the situation 
for their own ends. “If the JVP goes all 
out in the south, the armed forces will 
find it difficult to handle,” said one dip- 
lomatic source, reflecting the view that 
the armed forces have enough on their 
plate dealing with the Tamil militants. 
The new development could not have 
come at a worse time for a government 
grappling with a situation which 

















le ao 
there are any more Tamil outrages as 
| in April. By quickly imposing a 20-hour 
curfew in Colombo after the 21 April 
| bombing, and then announcing a series 
f retaliatory air-strikes on Liberation 
igers. of Tamil Eelam (LTTE) posi- 
ions in the northern Jaffna peninsula, 
the government managed to avert any 
| Sinhalese backlash against the 100,000 
Tamil residents in the capital. 

The. government even conveniently 
cooked up Tamil guerilla casualty fig- 
ures in Jaffna, saying that 400 were kill- 
ed: (in other words, 100 more than 
Sinhalese deaths), when military 
oe put the figure at no more than 















However, fundamental damage :has 
been done to Sri Lanka’s social fabric 
and governing institutions. The pre- 
sence of heavily-armed police and other 
security forces in urban areas, stringent 
security checks for those going into gov- 
ernment and other strategic buildings, 
and a continuing programme of arrests 
of suspects have become a way of life for 
Sri Lankans. ; 

Yet despite a continuing state of 
emergency and a generally compliant 
| press, Srt Lanka still clings to its 
cherished British-style democratic trad- 
itions, with opposition parties allowed 
to lambast the government in parlia- 


Under the emergency, Sri Lankans can- 
not gather in public fora political meet- 
ing without authorisation from the gov- 
ernment. ui 
Anti-government feelings are rivalled 
by widespread suspicions of India, with 
the popular feeling that New Delhi 
refuses. to block the flow of arms from 
the southern Indian state of Tamil 
Nadu, home to 50 million Tamils which 
is also used asa sanctuary by Sri Lankan 
Tamil militant leaders. There is à gut- 
feeling among Sri Lankans that India 
will launch a military invasion of their 
-country to protect the Tamils, though 
this is clearly out of the question at,the 
; moment, and has even been denied by 
New Delhi. There is also a growing ten- 
dency among middle-class Sinhalese to 
use race as a convenient tool to dis-. 
credit Tamil professional and. business 
rivals. 

At a higher level, New Delhi and Co- 
lombo appear to be talking past each 
other in the fitful: process of trying to 
find a workable compromise to appease 
the Tamil militants. While both agree 
that the militants should not achieve 
their professed: goal of establishing a 
sovereign Tamil Eelam state in north- 
ern and eastern: Sri Lanka, Colombo 
suspects that New Dethi does not have 
the influence over the LTTE — by far 
the strongest Tamil militant force — to 
persuade it that the government's pro- 
posal to offer provincial autonomy to 
the two regions is about as far as it can 
go M RE 


















ment, if not by way of public rallies: 


ombo is only shadow-pla 
diplomatic front, while pushing ahead 
with a military solution. Both govern- 
ments agree that any future negotia- 
tions should be on the basis of a 19 De- 
cember 1986 offer by Colombo to have 
two separate provincial councils for 
northern and eastern provinces, with a 
chunk of Sinhalese-majority territory 
removed from the southern Amparai 
district of the eastern province, to allow 
a Tamil majority in the region. But 
negotiations on modifying this proposal 
seem a distant hope. 

Since the late-April slaughter of 
Sinhalese, Colombo feels more justified 
than. ever. in launching offensives 
against the Tamils with its rapidly 
Strengthening, 55,000-strong security 
forces. According to military analysts, 
the Sri Lankan armed forces are better 
officered and equipped than at any time 
before. It is felt in Colombo that its suc- 
cessful military sweeps against the milit- 
ants in the southern part of northern 
province in February-March, prompted 
the allied LTTE and Eros groups to 
mount the late-April massacres in a 
drastic bid to try to regain the prop- 
aganda initiative. 









































Те New Dethi-Colombo relationship 
is complicated by Sri Lanka's 
"domestic political scene, with Jayewar- 
dene due to retire — despite his hints 
“ať prolonging his political life — and 
new parliamentary elections due in 
early 1989, Prime Minister Ranasinghe 
Premadasa, with his wide Sinhalese 
base, and National Security Minister. | 
Lalith Athulathmudali, who has a tough 
image of representing the armed forces, 
are front-runners to succeed Jayewar- 
dene. 

This might explain why Premadasa 
has recently been making statements in 
a pops anti-Indian mould, . while 
Athulathmudali concentrates on the 
Tamil Nadu state government under 
Chief Minister M. С. Ramachandran; 

who he claims is backing the Tamil 
militants tö the hilt. Even Jayewardene, 
who has been careful not to criticise In- 
“dian Prime Minister Rajiv Gandhi per- 
sonally, recently referred to the Tamil 
Nadu government as “Hitlerite,” and to 
the LTTE as Ramachandran's ^private 
army." 2 
In any case, LTTE leader V. Pra- 
bakaran has indicated that he is still 
ushing for the goal of a separate state 
y saying, in a May Day address, that he 
is striving for "nothing short of Tamil 
Eelam," and that India's mediatory role 
was now "redundant." This, combined 
with the new threat from the JVP 
Sinhalese. militants, has darkened the 
Sri Lankan landscape as never before. 
“It's all fairly bleak — we are all sitting 
tight and seeing how it will play itself out 
over the next few weeks," commented 
one diplomat. The next month or two 
could indeed test Sri Lanka's tolerance 
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* Approx. 7000 acres of prime 
development property to be: 
sold at auction in its entirety or 
in parcels, 
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| THAILAND 





By Paisal Sricharatchanya in Bangkok 


Wi the exception of the Philip- 
pines, Thailand has the freest press 
in Southeast Asia today. But the free- 
dom is founded on flimsy grounds. It 
has existed and grown in recent years 
despite the presence of an odd collec- 
tion of antiquated laws which, if strictly 
| enforced, could put a tight stranglehold 
‘оп newspapers. 
s Now, after nearly 15 years of soul- 
| searching and intermittent haggling 
with the authorities, Thai pressmen are 
on the verge of seeing their hopes of a 
more orderly system materialise. A new 
law is expected to be promulgated in the 
not-too-distant future, which will en- 
| sure a more stable freedom — alongside 
more responsibility through heavy self- 
regulation. 

Features of the new legislation in- 

clude: 
» Repealing the various existing print- 
ing acts, some of which date 
as far back as the early 
1940s. 
» Ending the government au- 
thorities’ arbitrary power to 
close newspapers. 
» Ending the mandatory re- 
quirement for all print-media 
journalists to become mem- 
rs of a newsmen-dominated 
Press Council which is au- 
thorised to impose penalties 
against unethical practition- 
ers. 

The Printing Bill — as the 
proposed new law is officially 
called — sailed through all 
three readings by the House of 
Representatives in early April, 
largely because the previous 
parliament had extensively dis- 
cussed a similar draft before it 
was dissolved in May last year. 
The senate approved its first 
reading later in April and its 
administrative affairs committee is ex- 
pected shortly to begin deliberating on 
some amendments. 

Newspaper editors and journalists’ 
organisations are hopeful that any 
changes by the senate in this final stage 
will involve minor details rather than 
the overall thrust of the draft. Once ap- 
proved in the second and third senate 
readings, it will be signed by the king be- 
fore becoming law. 

A clearer legal boundary on how far 
press freedom could go as well as the 
press’ self-regulation are seen as the two 
vital elements that can lift the overall 
standard of Thai journalism. The latter 
element in particular is designed to rid 
the profession of unethical practices — 





























































| Press laws, Thai-style 


Reform should produce more freedom and self-regulation 


a problem that has plagued the de- 
velopment of the Thai press in recent 
years. 

“We have been operating in a system 
full of contradiction. In practice, we 
enjoy the most freedom in Asean; but 
the government can hardly take pride in 


this since various absurd laws have | 


given the authorities a universal power 
that they can use at will," commented 
Pongsak  Payakvichien, managing 
editor of the respected daily Matichon. 
*Some of us have to compromise good 
principles to survive. We don't want un- 
limited freedom — we want an orderly 
freedom under just laws." 

The most contentious law that virtu- 
ally everyone wants to see repealed is 
the National Administrative Reform 
Council Order No.42, imposed after the 
October 1976 bloody coup which sub- 
sequently ushered in the extreme right- 


ist regime of Thanin Kraivixien. The re- 
plica of another revolutionary-council 
decree enforced during Sarit Thanarat's 
dictatorial regime (1957-63), this em- 
powers the National Police Chief in 


Bangkok and governors in upcountry 
provinces to close newspapers under 
circumstances only vaguely defined. 

Even with repeal of this contro- 
versial decree, journalists point out that 
the press will remain regulated by a 
string of other general laws containing 
provisions to bar press coverage on 
specific circumstances. These include 
the Anti-Communist Act, National 
Security Act, Civil and Criminal Codes 
plus other laws relating to such matters 
as juvenile offenders. 





All agree that the government has 
become increasingly tolerant, and 
newspaper closures have been few and 
far between during the current regime 
of Prime Minister Prem Tinsulanond. 
The closure of Kao Sod in early March 
because of a story suggesting Prem's al- 
кр exploitation of a remark by King 
Bhumibol Adulyadej is the only case in 
the recent past involving a daily — and 
even then it resumed publication the 
following day under a new licence and 
got its original licence back shortly af- 
terwards. 

During the same period, there has 
been a gradual improvement in the 
quis of newspapers. The traditional 

omination of sex and crime on the 
front ра es of various mass-circulation 
Thai dailies has given way to a mixture 
of more serious political and economic 
news. Against an increase in investiga- 
tive reporting, there is less “character 
assassination" in pu columns. How- 
ever, elements of sensationalism have 
remained. 

Because newspapers have grown to 
become big business, rather than shoe- 
string operations, supporters of the new 
legislation have pressed for specific pro- 
visions to ensure that publication would 
be uninterrupted, while indi- 
vidual offenders are punished. 
They believe that while closures 
in the past mostly stem from the 
work of the editorial depart- 
ment, employees engaged in 
non-editorial activities such as 

roduction or distribution have 

en unfairly affected. 

The largest 
, mass-circulation 
daily, Thai Rath, is 
one example of 
how the liveli- 

hood of non- 
editorial workers 
could be jeopar- 
dised in the event of a clo- 
sure. With a daily circulation of 
800,000, running to 1 million 
during the two days each month 
when state lottery results are 
printed, it employs about 1,500 
salaried workers alone, exclud- 
ing some 300 upcountry part- 
time correspondents, plus an extensive 
network of distributors nationwide. 


re government would still be au- 
thorised under the pro d new 
law to revoke the licence of the editor of 
any newspapers publishing articles con- 
sidered seriously to “violate public 
order and good morality or seriously 
threaten national security.” But an en- 
tirely new provision calls for a “reserve” 
editor automatically to take over the 
job. The editor who has lost his licence 
can appeal to the Press Council and — 
whatever the verdict — he or the gov- 
ernment press officer can turn to the 
courts as a final recourse. 


The self-regulation element is 





pted by intermittent public cri 
cism against unethical newsmen explo 
-ing their columns for personal gains. “A 
-| few bad apples have given this profes- 
| sion a bad name. In the past there was 
| nothing our various associations could 
| do against them. So we reckoned the 
best solution is to set up a legally au- 
horised Press Council to govern our- 
"selves," commented Manich Sooksom- 
-chitra, deputy chief editor of Thai Rath 
-and former president of the Confedera- 
tion of Asean Journalists. 

But because it is new, senior editors 
such as Manich are not entirely confi- 
dent that the Press Council will be fully 
| effective when it comes into being. They 
^j Originally wanted the council to be 

‘| wholly run by practising newsmen — in 
the same model as the self-regulating 
| medical and lawyers’ councils — but 

| subsequently agreed to add three gov- 
ernment representatives. 

Under the existing draft, the council 
| will comprise 21 members — 15 elected 
journalists having more than five years 
experience each, three government offi- 
cials, representing the Police and Pub- 
lic Relations departments and the Na- 
tional Cultural Committee, plus three 
laymen. The journalists will assume 
both the presidency and vice-presi- 
dency. To avoid. domination by the 
mass-circulation dailies, each news- 
paper can have no more than two repre- 
sentatives while each of the country's 
four regions will have at least one repre- 
sentative on the council, 

, The council will appoint a separate 
nine-man ethics committee which will 
be legally authorised to investigate 
charges.of wrong-doing among mem- 
bers. Based on the latter body's recom- 
mendation, the council can mete out the 
appropriate penalties ranging from a 
temporary suspension to permanent ex- 
pulsion from the profession. But similar 
to the case of newspaper closure, the 
party has final recourse in the courts. 

The new legislation's last significant 
point calls for a system of free licensing 
for all Thai publications — as opposed 
to the present rigid government control. 
Once the law is in force, those satisfying 
Press Council requirements to be 
editors/publishers can apply to it for 
new licences as a formality. However, 
the licences for foreign-language publi- 
cations will remain under the press of- 
ficers' control, for security reason. 

The liberal atmosphere prevailing 
since the early 1980s has contributed to 
a proliferation of the print media here, 
particularly periodicals specialising in 
specific subjects ranging from econo- 
mics to women. Discounting concern in 
some quarters that the switch to free 
licensing may lead to a further flooding 
|: of the newsstands, industry analysts be- 
| lieve the present skyrocketing.price of 
newsprint will serve as an automatic de- 























|. that fiercer competition will further lift 
the overall standard ofthe press. ДП 


terrent. The hoped-for effect will be - 


By Suhaini Aznam in Kuala Lumpur 


For of radiation has heightened since 
the Soviet disaster at Chernobyl, 
and Malaysians, while not known for 
keen environmental consciousness, 
have taken issue with renewed plans to 
dump radioactive wastes in central 
Perak state. The controversy, which 
first arose in 1984, centres on Asian 
Rare Earth (ARE), a company which 
extracts rare trace elements and yttrium 
from tin tailings in the once tin-rich 
Kinta valley — and which also produces 
thorium hydroxide as a radioactive by- 
product. 

The original protests culminated in a 
court injunction in October 1985 order- 
ing the company to suspend production 
pending proper safety measures — dur- 
ing which time ARE reported losses of 
М87 million (US$2.8 million). But to the 
dismay of opponents, the company ob- 
tained a year's licence from the Malay- 
sian Atomic Energy Licensing Board 
and resumed work on 5 February this 
year. 

On 12. April, 10,000 residents from 
five villages in the vicinity of the ARE 
factory and proposed dump site defied 
police and staged a protest march which 
induced the government to agree to set 
up.an independent, panel of atomic 
energy experts. "The people's health is 
of top priority," said Transport Minister 
Datuk Ling Liong Sik, president of the 
ndn Chinese Association, a 
member of the ruling National Front, 
which has been vying against the oppo- 
sition Democratic Action Party to 
champion the cause of the ethnic 
Chinese villagers involved. 

Now the Perak Anti-Radioactive 
Committee (PARC) has refused to 
кр with the independent panel if 
ARE does not suspend work as a “ges- 
ture of goodwill.” It also wants the 
Atomic Energy Licensing Board to 
measure and compare the radiation 
levels around the ARE site with 
background levels in Ipoh, the state 
capital. Already, independent tests by 
the Environmental Protection Society 
Malaysia (EPSM) show radiation levels 
in Perak to be higher than the world 
average of 100 millirems/yr, said EPSM 
president Gurmit Singh. In the Kinta 
valley, levels range between 70-170 mil- 
lirems/yr. 

The ARE is 30% owned by Japan's 
Mitsubishi Chemicals — which has in- 
vested M$30 million — 20% by Malaysia's 
Pilgrim Management Fund Board, 40% 
by Beh Minerals and the rest by local in- 
dividuals. The ыо is in Japan- 
ese hands, and while the company is keen 
to get the project in operation, environ- 




















Waste land revisited 


Environmentalists against protest over radioactive dump. 


. — from which the thorium hydrox 























mentalists allege that it would no 
Japan's own more stringent safety : 
lations. | 

“We understand from теа 
sources that up to 70% of the mona 










































extracted — used is importe 
tralia and Thailand,” said G 
true, the ARE could “fall into th 
gory of polluting industries whi 
veniently relocates from a develop 
a developing country in ord 
citizens of the former,” he added. 
case, the finished product is ех 
Japan, Canada and the U 
veloped countries, he added. 

A crucial question now is wi 
the dump is to provide tempora: 
age for the thoria waste; witl 
its future use, or be a permanent 
posal site. The approach to safety 
posals would be entirely diffe 
each case. 


Ti question arises because Malaysi 
banned the export of monazite in th 
1970s, presumably because of th 
vice that the thorium hydroxide. 
within monazite ore — and discarde 
the radioactive waste from the AR 
plant — had potential as nuclea 
explained Gurmit. Should Malaysi. 
day decide to generate nuclear po 
and if the technology were by then a 
able, thorium hydroxide might be of 
tential use in replacing uranium: = 
Thorium hydroxide has a half-life 
more than 10 million years. The Kint 
valley is a heavily populated region 
the ARE factory and dump, sited 5 | 
apart, stradle a major trunk road, w 
high risks of accidents involving 
carrying radioactive wastes, environ 
mentalists say. Sr emn 
In January 1985, residents’. pri 
succeeded in pressuring the governm 
to relocate the proposed dump 
Papan to its present site 5 km away. В 
relocation merely meant a tran 
anxieties. Now residents. of. Bu 
Merah, the village caught between t 
factory and the dump, are up in arn 
And with the dump situated пе 
tributary of the Kinta river, 
leakage into the water could aff: 
villages downstream. including Papan. 
The issue of location had initially 
carried racial overtones. as rumour hai 
it that Parit, a Malay village, had beer 
selected before Papan, a Chinese. vi 
lage. This racial. tinge, however, 
since disappeared.as the pote 
gers-of radiation and contaminated w: 
ers has been taken up as а wider 
sue. EE 



















































































Buruma in Bangkok 
ere seems to be а lot of talk about 
rime in Thailand — rather strange 
Чоо. In the ‘building of the 
ү office a man blew up his 
, and himself; with a hand- 
‘A gang of transvestites man- 
lunder а number of tourists in 
k. Foreign homosexuals were 
d to death in their hotel rooms. 
nthere were the con games, at 
Thai criminals seem to be past 
s. A recently arrested group of 
bers did their jobs by impersonating 
dhistmonks. | 
Forone with a taste for the macabre, 
cemed interesting tales, adding a 
ious counterpoint to the image of the 
nd of Smiles, the country of Buddhist 
enity, currently promoted in the 
it Thailand Year. I must ‘confess 
t this promotion — the Smile-A- 
e campaign, the Land of Unique 
miling Hospitality —— was getting on 
nerves. It smacked of the obsequious- 
аргсейу headwaiter. 
Crime in the Land of Smiles. It 
med a promising headline. And so, 
ing to be a scrupulous reporter, I set 
to the Police Research and Planning 
vision of the Bangkok Police Depart- 
nt, for an appointment with the com- 
ander, Maj.-Gen. Suwan Suwan- 
avejo. He was a heavy man with long 
lack hair draped around his forehead, 
d-an oddly hunted look in his eyes. 
r meeting began with smiles and 


night of mystery in 
e land of smiles 








courtesies; namecards were exchanged, 
one for the general, two for his de- 
puties; iced cokes were brought in. I 
asked about the crime rate, the statis- 
tics, that is, not the gory details. That is 
when the conversation took a peculiar 
turn. 

“Are you a friend or an enemy?” 
asked the general. Well, neither, really, 
I answered truthfully. “What is the po- 
licy of your magazine. Are you friend or 
enemy of Thailand? This is Visit Thai- 
land Year." Yes, I was aware of that, 
but our magazine had no policy, we 
were after the facts, I said rather pomp- 
ously. “What the general means,” said 
one of the deputies, “is that we cannot 
say anything. That is our policy and reg- 
ulations. We have all the data, we do all 
the research, but we cannot say any- 
thing. This is Visit Thailand Year.” The 
problem, the second deputy explained, 
was that if 1 wrote something negative it 
would give the police a bad reputation. 
All the more reason, I argued, to give 
me the police side of things. No, that 
was impossible, for I might use it to 
write something negative. “What the 
general means,” said one of the dep- 
uties, “is that you, will step on his 
head.” 

“You press people all lie,” said the 
general and asked. his deputy to show 
me a yellow folder. It contamed what 
seemed an innocuous article clipped 
from the Observer newspaper of Lon- 



















he problems of the Tourist 
angkok. It. did not mention 
murder, but. described cases of con 
games and petty theft. “All lies," said 
the general, and whisked the article 
away, as if it were a secret document. 
"What is wrong about the piece?" I 
asked. "That Тат not allowed to tell 
you,” said the general. “What the gen- 
eral means," said the deputy, “is that 
you must get permission from our 
superior, lieutenant-general Sawaeng 
Therasawat. Otherwise he cannot say 
anything." A D 
I went up to Сеп. Sawaeng's office, 
and left my namecard with his aide-de- 
camp; who asked me to write down the 
name of my hotel and room number. 

































he next day, the telephone rang in 

my hotel room. It was a man iden- 
tifying himself as Maj. Suphat. He had 
heard I wanted an interview with the 
police. He could be of help: Would 1 
meet him the next day for coffee. | 

We met, exchanged namecards and 
drank coffee. The major had interesting 
things to say. A hired killer costs Baht 
20,000 (US$784), a Colt 45; Baht 4,000, 
About 1,250 people were murdered in 
Thailand so far this year. Army chief 
Gen, Chaovalit Yongchaiyut was. a 
good man. The government was not 
doing enough for the poor. He ap- 
peared nervous and excused himself for 
a minute to make a phone call. 

I never saw “Мај. Suphat" again. My 
wallet had been neatly lifted from my 
bag. I had lost a lot of cash. One feels 
humiliated by one’s own carelessness. 
That is perhaps the worst part of being 
the. victim of a confidence ‘trickster. 
What was interesting in this case, how- 
ever, is that the man could only have 
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D Mark Thompson in Los Angeles 

“or many illegal immigrants in the 
| US, the immigration reform law and 
he ‘amnesty provision which took effect 
on 5 May, may prove to be the func: 
ional equivalent of the earthquake that 
levastated San Francisco in 1906. Cour- 
esy of the great earthquake most of the 
mmigration records for the Chinese in 
he US were destroyed. By forcing the 
"immigration service to reconstruct the 
legal status of a generation of immi- 
grants from China, the disaster opened 
га window of opportunity for all illegal 
inese aliens with enough ingenuity to 
rove they were citizens whose records 






















had been destroyed in the fire which was 
sparked by the earthquake. Many of 
self-proclaimed citizens then used the 
chance to claim that they had sons in 
China as well. This created a crop of 
"paper sons," a status sold easily to 
friends and relatives back home, who 
entered the US under that pretence in 
the years after the earthquake. —— 
Immigration authorities are believed 
to be as easy to dupe as ever. Many il- 
legal immigrants аге hoping (һе ат- 
nesty proviston in the new law will turn 
out to be a latter-day version of “paper 
sons.” On 5 May, the Immigration and 
















Naturalisation Service (INS) began tak- 
ing applications for legal status, opening .. 
the door to eventual citizenship for any 
illegal alien. who can produce convinc- 
ing documentary evidence of “continu- 
ous unlawful residence” in thé US since 
1 January 1982, the main criteria for 
eligibility. i ; : 
The Imm 















overhaul of US policy t 

of foreigners in decades, has by no 
means put the millions of illegal aliens in 
the US on easy street. But neither was 
the San Francisco earthquake ап unal- 
loyed blessing for Chinese immigrants. 
In the years after 1906, the immigrant 
community learned to fear the erratic 
power of the immigration. authorities, 
according to Charles Lai, dir 
Chinatown History. Project: 
York, who has collected oral histories 















received information 
about my movements 
and my whereabouts 
from the Police De- 
partment itself. 

“Go and complain 
to the Police Depart- 
ment,” said the real 
Suphat, a colonel in 
the Tourist Police to 
whom I was handed 
over after reporting to 
the police near the 
place of the crime. 
“Look at me,” said 
Suphat, а striking 
looking man with a 
kind of 1950s rock "n 
roll hairdo, *I am the 
only Thai policeman 
trained at Scotland 
Yard. І am ashamed of 
my country. Those 
bloody Thai smiles! 
There is no security in 
Bangkok." I made a 
long report to the 


> 


Bangkok's finest investigate a car-bomb explosion: bureaucratic 


he said, and resolutely 
grabbed the telephone 
to tell the Tourist Po- 
lice to sort out my 
case. “And now about 
those crime statistics 
.. . Gen. Sawaeng says, 
Gen. Suwan can ans- 
wer your questions." 
Back at the Tourist 
Police headquarters 
more reports were 
typed out. I had only 
kept one, which had 
been given to me by 
the Tourist Police the 
day after the theft. 
"Show me that," said 
Col Suphat, sitting in 
his office filled with 
Scotland Yard memo- 
rabilia and photo- 
graphs of stout British 
bobbies. “You know 
what it says here?” he 
asked. I did not. It was 
written in Thai. “This 





Tourist Police, includ- 
ing the names of my parents, and my re- 
ligion, are rather my “no religion,” 
which caused some confusion. 

The next morning I was called by a 
man who sounded suspiciously like the 
crook. He identified himself as Inspec- 
tor Monkorn. My man had probably 
been arrested. Could I give him the full 
details of the story. I called the police 
station. They knew nothing of any ar- 
rest. Inspector Monkorn had not been 
in that day. Back at the Tourist Police, 
more reports were typed by young offic- 
ers who looked up every word of my 
statement in the dictionary. 

The next morning I received another 
call, this time from a man who said he 
found my wallet on his friend, who was 
just now having a shower. Could I tell 


him what I knew? Had I been to the 
police yet? Could we meet? We cer- 
tainly could, I said. He hung up. Ten 
minutes later, he called again. This time 
he called himself Monkorn again. What 
did I know? Would I recognise the 
thief? He hung up. 


nd so on to the office of Gen. Suwan, 

to retrieve my namecards. My tour- 

ist policeman, a 25-year-old lieutenant, 
was petrified. “I am here," he said, point- 
ing at his ankles, “and he is there,” stick- 
ing his arm up over his head. The general 
giggled and said “I think you are just 
making a story.” I got angry. The tourist 
liceman went white with fear and grab- 
ed my arm. We saw the aide-de-camp 
of Gen. Sawaeng. “I am so ashamed,” 


case is not under our 
jurisdiction. You must go to the local 
police near the scene of the crime. Can 
we give you a lift?” He smiled politely. 
This was, after all, Visit Thailand Year. 
I had had enough. “Oh, and about those 
crime statistics, go to the Bangkok Post. 
They will tell you.” 

And so they did, in an article pub- 
lished in the Post on 27 February 1987. 
For those who are still interested, here 
they are: in 1986, 9,648 serious crimes 
were committed, and 24,376 petty 
crimes. Of the serious crimes, 8,726 
were cases of murder. And the official 
source of this figure? Police Research 
and Planning commander Maj.-Gen. 
Suwan Suwannavejo. I had learned a lit- 
tle about Thai crime, but a lot more 
about Thai bureaucracy. 





proof of their status — whether they 
were in fact legal immigrants or not — 
languished for months or years at a de- 
tention camp on Angel Island in San 
Francisco Bay while their claims were 
reviewed, Lai says. 

Such fears are still around today. In 
addition to the amnesty measure, the 
new law, which will take effect in more 
than a dozen stages between now and 
the middle of the next decade, contains 
a number of provisions mandating a 
crackdown on illegal immigration. The 
most widely publicised of the sanctions 
are the steep fines and possible jail 
terms for employers who continue to 
hire undocumented aliens. 


E: the alluring offer of legal status 
could be a trap for the unwary, some 
immigrants fear. Experts on the new 
law, not to mention the immigrants it is 
aimed at, are still not entirely sure what 
will stand as proof of *continuous" and 


“unlawful” residence in the US. 


Lengthy regulations released in January 
— defining such things as the length of 
absences from the country sufficient to 
interrupt continuity of residence — doa 
better job of illustrating the law’s com- 
plexity rather than answering all the 
questions. And the guidelines do not 
provide any clues at all to the biggest 
mystery: how the INS, already bogged 
down with too much work, will enforce 
the burdensome new law. 

INS officials have said they hope an 
“atmosphere of confidence” will prevail 
as the law is phased in. Those who will 
administer the amnesty programme 
have promised they will not turn over to 
the INS deportation wing the applica- 
tions of those who fail to qualify. But 
many are inclined not to trust an agency 
that has specialised in hunting down and 
deporting people. 

Asian-Americans may well be the 
group of immigrants with the most to 
learn about the new law. For the 15 
years that the controversial legislation 


was tied up in congress, it was primarily 
seen as an Hispanic issue. The driving 
force behind the law — particularly the 
employer sanctions section and another 
provision boosting the border patrol's 
manpower by 50% — was the image of 
thousands of illegals dashing across the 
border from Mexico every day. Most 
Hispanic groups vigorously opposed the 
reform package (though the amnesty 
provision eventually won over some of 
them). 

Asian-Americans, on the other hand, 
"haven't seen the immigration reform 
law as a bad thing," says Stanley Mark, 
an attorney with the Asian-American 
Legal Defence and Education Fund in 
New York. For those from Hongkong, 
the law seemed downright generous, 
since it increases their legal immigra- 
tion quota from 600 to 20,000 a year. 
Hence, the Asian-American community 
never organised itself on the issue in a 
major way. Yet, Asian-American activ- 
ists say that the new law will hurt far 
























































more Asian-Americans than it will help. 

The main beneficiaries of the am- 
nesty provision, after all, are the illegals 
who crossed the border with no papers 
at all. Increasingly, Asians are using the 
well-trodden kod, route from Tijuana to 
San Diego, according to the border pat- 
rol, whose agents nabbed people from 


| 67 different countries along the Mexi- 


can border last year. But geographic 
_ distance requires most immigrants from 
- Asia to find legal means of entering the 
US. Even those who later became il- 
legal by staying after their visas expired 
have nothing to gain from the law, un- 
less their visa expired before 1 January 
1982. Others may have done such à 
ood job maintaining the appearance of 
- legality, such as “students” who regis- 
tered for but never attended college 
- classes, that they will now have a hard 
| time proving they were in fact defying 
the law all along. 


А: for the seemingly generous quota 
increase for Hongkong — one of the 
few unambiguous benefits for immigrants 


_ in the new law — it is “miniscule,” says 


Linda Wong, a Chinese-American law- 
yer who works for the Mexican Ameri- 
can Legal Defence and Education 
Fund. “It will make the smallest dent in 
the backlog. The waiting period will be 
reduced from something like 15 years to 
12 or 13." 

The harshness of the penalties — and 
uncertainty about exactly what standard 
of vigilance the authorities will expect 
of employers — could prompt many to 
avoid hiring anyone who looks as if he 
might be illegal. That means anyone 
with brown skin and accented English, 
says Stewart Kwoh, director of the 
Asian Pacific American Legal Centre in 
Los Angeles. 

Other employers will continue to 
knowingly hire illegals, but may charge 
their clandestine employees an “indem- 
nity” fee to cover them in the event 
they are caught and fined, adds Kwoh. 
In short, employer sanctions may sim- 
ply drive the employment of illegal 
aliens deeper underground, further 
from the protection of labour laws. 

Enough has sunk in about the new 
law to leave most immigrants very wary 
of it. Despite the INS’ expectation that 
as many as 3.9 million people will apply, 
many leaders of Asian-American and 
other ethnic groups are predicting that 
large numbers of eligible illegals will 
pass up the offer of legal status. 

But these pessimists could be under- 
estimating the creative talents that US 
immigration laws have always inspired 
in those with a desire to defy them. In- 
deed, legalisation kits containing a vari- 
ety of bogus papers that will serve as 
proof of eligibility — rental receipts, 
pay-cheque stubs, library cards, and the 
like — are reportedly already going up 
for sale at the street corners of ethnic 
enclaves in American cities for as little 
as US$100. п 
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Aspiring engineers 
lack the big bucks 


By Stephanie Yanchinski in Bangkok 
lans to reshape one of Asia’s premier 
engineering institutes into a centre 
for boosting industrialisation may be 
threatened thanks to divisive ae eae 
and cutbacks in foreign aid budgets in 
the West. 

The Asian Institute of Technology 
(AIT) outside Bangkok has enjoyed a 
reputation for training engineers com- 
parable to some of the best universities 
in the US and Europe. But AIT’s plans 
to establish a US$100 million Asian 
Development Park for product and pro- 
cess design as well as management train- 
ing may fizzle because of a squeeze on 
aid from major donors such as the US, 
and the reluctance of others, Japan in 





particular, to wholeheartedly support 
the scheme. 

AIT's current imbroglio exemplifies 
the dilemma of many internationally 
funded institutes. AIT is supported by a 


steller line-up: UN agencies such as the 
World Health Organisation, UN Deve- 
lopment Programme and Unido; com- 
panies such as IBM, Shell, NEC, Philips 
and more than a dozen government 
agencies. 

Since its foundation in 1959, AIT has 
evolved into an international institution 
awarding postgraduate degrees in civil 
engineering and applied science. AIT 
also has played a strategic role training 
technocrats for Asia. More than 90% of 
its 4,000 alumni have remained in Asia 
to become ministers and other senior 
government officials in more than 25 
countries. But AIT engineers have also 
worked on the dams, roads and railways 
on which these countries marched to- 
wards industrialisation and prosperity. 

Donor contributions come in a vari- 
ety of forms, but most of AIT’s income 


— which was Baht 408.6 million 
(US$16.1 million) in 1985 — arrives as 
scholarships, tied to the 650 or so stu- 
dents enrolled each year. Although stu- 
dent numbers have been rising, they 
fluctuate according to the availability of 
places for doctoral students in the West, 
since places such as Harvard or the Mas- 
sachusetts Institute of Technology still 
lure the best students. 

Long-range planning for AIT is dif- 
ficult because of the fluctuations in 
foreign aid. Two years ago, AIT’s presi- 
dent Alastair North said the institute al- 
most collapsed because the US Agency 
for International Development ended 
"its pump-priming" funds, after 25 
years, and began supporting 
projects instead. As a result, 
North and his colleague Mil- 
ton J. Marcus see AIT in 26 
years time as the heart of an 
Asian Development Park 
helping Asian industry tech- 
nically move ahead and ex- 
pand. By the turn of the 
century AIT could largely 
be paying its way throug 
contract research with indus- 
try. 
The plan, which includes 
building shells for the indus- 
trial park and two pilot 
plants, may cost as much as 
US$100 million. It was ap- 
proved after long delibera- 
tion by the board of trustees. 
Thanat Khoman, the board's 
chairman says: "It is not possible for 
AIT to stagnate. Our philosophy is to 
move ahead. We will start small and 
grow as funding arrives." 

North is constantly on the road seek- 
ing about US$4.6 million for the initial 
phase from government agencies, mul- 
tinational companies and UN bodies. 
Commitments have been slow in com- 
ing and the idea of a technical exchange 
centre received a setback when the Ja- 
panese Ministry of Trade and Industry 
was overruled and supported manage- 
ment training instead. 

AIT is not without its critics. Over 
thé years there have been grumblings 
about exorbitant AIT salaries and less- 
than-strict accounting. Nor do all the 
staff support the scheme. Some worry 
that the contract research will detract 
from AIT's prime role of educating. 

“We have no better than 50% chance 
that the new drive will succeed," said 
North. “If not, then we will rely on what 
we have always done well — training 
managers for the future." п 
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^ И Where else puts you in the heart of Malaysia's capital 
R at such affordable prices. Where else offers such a haven 
of relaxation and brings you the luxury of the city’s largest 
hotel rooms. Where else but the Shangri- -La Kuala Lumpur Tor 
Voted one of the best hotels in the world. ү 
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SHANGRI-LA INTERNATIONAL: * BANGKOK (2) 236 7777 • HONG KONG (5) 242 367 + KUALA LUMPUR (03) 232 2388 • SINGAPORE 338 3300 * 
e AUSTRALIA (008) 222 448 * LONDON (01) 581 4217 • TOKYO (03) 667 7744 • USA & CANADA (800) 457 5050 • UTELL + STEIGENBERGER т 
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Philips is constantly pushing the limits in performance. 
To give you high-quality products that combine advanced 
technology, attractive styling and more convenient operation. 
Wherever you go, products from Philips are always at your 
service. If you're a seasoned traveller, you'll appreciate the per- 
formance of our world receivers. These sophisticated multi- MEM 
band instruments use the latest radio technology to get the best 
out of worldwide short-wave reception. 

Advanced electronic tuning makes station finding fast 
and accurate. And with mains, battery or 12 volt d.c. power 
supplies, a Philips world receiver will keep you in touch just 
about anywhere. While we're talking about go-anywhere 
convenience, our Philishave Electronic makes an excellent 
travelling companion. 








om on 
ti‘ (‘sléil 
S MN 


— — I LL T ql JE 





ce wherever youare. 


With an electronic power supply that adjusts to any 
mains voltage so you can recharge it anywhere in the world. 
And only an hour's charging is enough for around two weeks 
of cordless shaving. 

With useful and attractive features like these, Philips 
lets you take the benefits of advanced technology anywhere. 
Giving you products which are the traveller's favourite, 
abroad as well as at home. At your service wherever you are. 
Philips. The sure sign of innovation. 
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Products shown may vary, and may not be available in every country 
Philips Corporate Marketing Communications, Eindhoven, the Netherlands 
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BLACK & DECKER 
BRITISH PETROLEUM 
CLEVELAND BRIDGE 
COSTAIN 
McCONNELL DOWELL 
McDERMOTT 
SAFEWAY 
SCHLUMBERGER 
SHELL 
UNIMIX 
UNION CARBIDE 
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What do these 
international companies 


know about Dubai 
that you don't? 


They know that Dubai's Jebel Ali Free Zone m No personal income taxes. 

has introduced exciting trade freedoms m No import duties/export taxes. 

and benefits, enabling companies to set up m Unlimited cheap energy. 

trading and industrial bases easier in the They also know that with superb facilities 
Middle East. including an extensive infrastructure, state-of- 
Just look at these benefits-unique to Jebel Ali. the-art communications, accommodation, 

m 100% foreign ownership. hotels, hospitals, security and every modem 
m Unlimited transfer of profit and capital. amenity, Jebel Ali is a unique opportunity for 
= Nocorporate taxes for a minimum of 15 years. Middle Eastern, European and American 


markets. 


For more information contact Mr. Edward A. Butler, Dept. 07, 
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Jebel Ali Free Zone Authority 


P.O. Box 3258, Dubai, United Arab Emirates Tel: Jebel Ali 56578, 
Telex: 46580 TPAJA EM Cable: PAJADUB UAE 
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Shanghai's Bund: under Chiang Ka-shek's thumb. 


HISTORY 


Bankers and crooks 


The 


hai Capitalists and the Nationalist Government, 1927-1937 by Parks 


M. Coble Jr. Cambridge, Harvard East Asian Monographs. No price given. 


z ow the capitalists of Shanghai fared 
after the Nationalists under Chiang 
Kai-shek came to power in 1927 was the 
subject of Parks M. Coble's research at 
the University of Illinois. His findings 
are of interest to readers in Asia today, 
principally because the author has chos- 
en to call our attention to Shanghai 
when many are wondering what will 
happen to Hongkong after it reverts to 
China in 1997. 

Coble writes in the preface to the 
new edition: “Parallels between condi- 
tions in Shanghai under the Kuomintang 
and prospects for Hongkong аге... 
suggestive. Pre-1927 Shanghai had a 
wide-open free enterprise system, much 
like that of today's Hongkong . . . How 
socialist China and capitalist Hongkong 
will eventually accommodate one 
another is still unclear, but perhaps the 
earlier case of Shanghai will offer 
clues." 

Traditional belief, held by scholars 
and the public alike, has it that the 
Shanghai capitalists controlled the 
policies of the Kuomintang (KMT) gov- 
ernment through Chiang апа his 
brother-in-law, T. V. Soong. Coble, 
however, contends that it was Chiang 
who had the upper hand in his dealings 
with the Shanghai capitalists. In fact, 
without resorting to such mundane 
measures as outright confiscation, the 
government was able to do away with 
the freedom and independence hereto- 
fore enjoyed by Shanghai's capitalists. 

A capitalist class had developed in 
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Shanghai during the final decades of 
19th century and the first decades of the 
20th as Chinese entrepreneurs amassed 
cash and property, prizes of their suc- 
cess in commerce, finance and industry. 
A Chinese Chamber of Commerce was 
organised in 1902, under the control of 
big businessmen and industrialists from 
the foreign concessions, where their ac- 
tivities were protected from the vagaries 
of Chinese politics by extra-territorial- 
ity. 

In 1927, as communist-instigated 
labour strife plagued Shanghai's indus- 
tries, the capitalists supported Chiang 
and the KMT during the Northern Ex- 
pedition. Coble reveals that Shang- 
hai's capitalists had advanced to Chiang 
over 40 million Chinese dollars during 
April and May of 1927 through Chang 
Chia-ao of the Bank of China and Yu 
Hsia-ching of the Chamber of Com- 
merce. 

After the Nationalist government 
was established in Nanjing, with debts 
inherited from the Qing Dynasty and 
the Yuan Shih-kai government and its 
own not inconsiderable military expen- 
diture, revenue from normal channels 
was insufficient, so a scheme of deficit 
financing had to be adopted. 

Coble calculated that, in addition to 
the cash advanced in the spring of 1927, 
Shanghai's capitalists bought bonds. 
For instance, the Cantonese Merchants 
Association’s share was 300,000 Chinese 
dollars. The three major department 
stores, Sincere, Sun Sun and Wing On 


each subscribed to quarter of a million. 
Coble also found that when dona- _ 
tions were not forthcoming, the under- 





world Green Gang, controlled by Tu 
Yueh-sheng, took care of matters by 


kidnapping the recalcitrants. He esti- 
that from ransom alone, Chiang | 


mate 
was able to raise US$50 million from 
Shanghai during 1927-1929. This was “a 


| reign of terror for Shanghai's rich 


capitalists.” 

Of course Coble offers no es 
documentary evidence to s uppon eae 
assertions. By the nature of 
tions, there cannot be an 
cord. How much went to the KMT cof- 
fers, if any, and how much was retained - 
by the underworld also was not made | 
clear. And whether the kidna 
were in fact connected with Chiang's 
fund-raising efforts is never definitely | 
proven since much of Coble's evidence 
is hearsay. 

On the other hand, the fact that 


Chiang and Tu were associated in one | 
way or another in Shanghai has been es- | 


tablished by sources other than Coble. 


When Tu built a temple to honour his |: 


humble ancestors, Chiang sent a com- 
memorative plaque — as did Soong and _ 
Madam Chiang's brother-in-law, H. H. 
Kung. Credence can also be given to 
Coble's contention that Tu represented 
the Kungs in financial speculations in 
Shanghai. 

The new regime did not always have 


to resort to coercion, however. Soong, | 


minister of finance on and off from 1 
33, and well connected to the capitalists 


written re- - 


| 
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in his own right, had enjoyed a cordial | 


relationship with the financial sector of 
Shanghai. Money was raised from this 
source through the i issuance of govern- 
ment securities. 


n this endeavour, the banks of | 
Shanghai became part of the Chiang 
machinery. Soong played a pivotal role i 
in mustering the bankers to Chiang’s 
corner. Coble has found that Song's 
pe of large discounts “was the key to — 

ility to tap Shanghai's resources 
without relying on coercion." While the 
official interest rate was set at 8.6% an- 
nually, with discounting, actual rates 
were much higher, from 22.51% in 
January 1928, to 20.90% in September 
1931, comparing favourably with other 
bank transactions. 
Altogether, 52 banks in China held 
321 million Chinese dollars worth of 
overnment securities. A dozen of 
сү hai’s banks held 85% of these. 
ank of Communications and the 
Bank of China, the control of the latter 
Soong had taken over from Chang in 
1935, “alone, held over 40% of the 
total." 
Chiang could not have accomplished 
such feats without Soong, Coble ob- 
serves. When Soong resigned in 1929 
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over the issue of military expenditure, 
“the bond market collapsed.” Yet, in 
1932, Soong was unable to build a politi- 
cal base against Chiang on the Shanghai 
‘capitalists, turning their economic 
might into political power. 
Although Soong's close working re- 
іопѕћір with the bankers was not ex- 
ended to the industrial sector, the 
KMT did make an attempt to please the 
ndustrialists by adopting a protective 
tariff. These taxes, unfortunately, 
turned out to be “neither systematic nor 
f ee magnitude.” 

` Moreover, the Nanjing government 
ubordinated interests of the Shanghai 
ndustrialists to those of their foreign 
competitors. Measures were adopted to 
avour foreign-owned enterprises in 
China. The British-American Tobacco 
Co. was able to pressure the govern- 
ment into granting them certain tax 
benefits. Nanyang Tobacco, a Chinese- 
wned firm, as a result, did not survive 
the tobacco tax of 1929. 

In addition to direct government ac- 
ion, efforts were made to control 
hanghai’s capitalists through their own 
«organisations. The Chinese Chamber of 
Commerce was re-organised under the 
legis of the КМТ. In the new chamber, 
maller businessmen from Chapei and 
_Nantao took over leadership, making 
| decisions “under direct control of the 
party policy committee." 

Perhaps this is what Coble had in 
mind when he pondered what will be- 
come of Hongkong's capitalists 10 years 
om now in light of what had happened 
to their predecessors in Shanghai 60 
| years ago. 

Scholars researching in the same 
area have not always agreed with Coble. 
Richard C. Bush, who studied the re- 
lationship of textile industrialists and 
the Nanjing government, thought that 
“the textile magnates had been made of 
terner stuff than Coble had given them 
credit, and had found their own way of 
“dealing with the situation imposed by 
zNanjing. He also thought that Coble 
had overly exaggerated Chiang's con- 
nections with the underworld. 

Joseph Fewsmith, who did research 
on relations between the Nanjing gov- 
ernment and the business community 
during the 1930s, thought that Chiang's 
“actions against merchants were not 
| random but deliberately aimed at cer- 
tain groups within the business commu- 
nity, settling old scores while favouring 
| the faction led by Yu Hsia-ching." 
| In any case, Hongkong’s capitalists 
do not appear to be unprepared. There 
is ample evidence that they are pragma- 

tic and are hedging their bets. While re- 
moving much of their assets from Hong- 
kong, a number of them are contribut- 
ing generously to China's "modernisa- 
tion" efforts. And, when the occasions 
arise, a number of prominent voices 
have been heard to espouse the cause of 
(| their future rulers on issues concerning 
*]. Hongkong. — Wei Peh T'i 
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Growth in profits and 
net assets 
In 1986 Nationale-Neder- 


- 0.5% to Юй 17.4 billion (US$ 7.9 


* billion), with net assets lifting from 


7.27 to 7.49 billion (US$ 3.4 billion). 

| Net profits amounted to : 
Dfls 635.5 million (US$ 290 million) 
against Dfls 603.4 million for 1985, 

‚ ап increase of 5.3%. The final ^. 
dividend per share will be Dfls 1.30, 
making a fixed dividend of Dfls 2.50 
for the year. ` | 

These achievements were real- 

ised in spite of substantially 


Я depressed exchange rates for the US 


and Australian dollars and the pound 
sterling against the Dutch Guilder. 


Developments in 1986 
Ina challenging climate, — 
‚ Nationale- Nederlanden pursued a 








steady expansion. Thelifeinsurance . 


" re: Its. “significantly improved ‘in 
3s jost areas and reinsurance probis 


" Natio ale ANédeitanden 
^c féceived 50: рег cent of its revenues 
г outside the home market, and in the 
USA and Europe important prog- 





1986: Ayear of consolidation 
| and profit improvement. 





| чавоне Nederlandén, 
tenth largest publicly-owned 
insurance company in the 
world and twelfth in amount of 
assets, strengthened its posi- - 
tion last year by promoting 
growth and expansion and 
improving the quality. pt. its 


operations worldwide. ' 
landen increased its total revenue by. 
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ress was made. In Japan Nationale- 
Nederlanden was the first European 
insurer to establish a life branch 
office in 1986, which made a promis- 


ing start. 


By these MEN and a deter- 
mined policy of continually enhanc- 
ing our products and operational 
performance, we overcame the 
adverse effects of currency andi inter- 
est rate changes, 

For Nationale-Nederlanden, 


| 1986 was a year in which, by consoli- : 


dation, weunderpinned our position 
as a. major force in world insurance. 


Prospects 

Barring a further decline in 
currency exchange rates and in the 
level of interest rates, the Executive 


maintained. 



























Board expects that for 1987 the le 
of revenue and of © | 
‘earnings per share 
will at least be 


. Life insurance, 
investment and 
reinsurance pros- 
pects look prom- 
ising, providing 
us with a strong 70 
basis for continuing ован _ E 

Concentration on further 
improvement of non-life results will 
be a priority. Our confidence in the 
future has two bases. One is past 
experience - we have a long historic 
perspective. The other is our presen 
capability. 

In 1986 our personnel. 
increased to almost 23,000 in 20 
countries ~ an investment in high 
calibre staff that enables us to pi 
vide institutional, life, non-life and 
reinsurance Services second to nofi 
For a copy of our English- | 
language Annual Report, apply 
any of our affiliated companies oi 
Nationale-Nederlanden МУ, 
International Division, Prinses. 
Beatrixlaan 15, 2595 AK The Hague 
ins Netherlands. 







































a major force in world insurance. 








Affiliated companies or ‘branch offices: inthe Pacific area: i Na tionale le Life Hoken Company N) V. Tokyo, Japan; NV. The Ni ethertandelasicance Comp 
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Asian financial centre after Japan is 
ng its most serious challenge yet, as 
sult of newly set but apparently un- 
d disincentives to foreign banks. 
se, by far the most damaging is 
to be a decision by Japan's tax au- 
ies to bring Hongkong-registered 
sidiaries of Japanese banks into the 
tax net for the first time, 
looming for the Japanese depo- 
ng companies (DTCs), whose 
oxical emphasis is lending rather 
eposit-taking, is enforced com- 
nce with Hongkong's revised capi- 
adequacy provisions. While the Ja- 
ie have argued that letters of com- 
rom their city and trust bank head 
ces. should suffice, Hongkong's 
aking Commission is resolute in 
demands that all banks and DTCs 
just comply by September next year 
the 5-8%- range of capital-to-asset 
laid down in the Banking Ordi- 





third factor, and one whose impact 
ake some time to gauge, is the ele- 
ion to statute of a long-discussed 
posal іп Portuguese-administered 
cau to establish an offshore banking 
(OBU). Although the Macau OBU 
be little more than a booking centre 
banking business actually conduct- 
in nearby Hongkong, the liberal 
rating parameters could well attract 
ubstantial interest away from Hong- 


ith a corporate tax rate of 1876 (cut 
m. 18.5% in the last budget), Hong- 
ong has been highly attractive as a 
voking centre for Japanese institu- 
ions, faced with a domestic corporate 
ax rate of almost 50%. By the end of 
ist year assets held by Japanese-owned 
stitutions in Hongkong amounted to a 
aggering HK$980 billion (US$125.6 
on), a consequence largely of the 
'Tritory's beneficial tax rate. This re- 
resented more than the total assets 
eld. by European, US and mainland 
hinese banks and DTCs operating in 
ongkong. 
e tax problem will have a direct 
'arinp on the ability of DTCs to meet 
pital adequacy requirements, says the | 
ongkong representative of a major | 
| 
| 
| 



















‘okyo bank. "We won't be able to pile 
p reserves, because profits from Hong- 
kong will be needed by head office to | 
pay the extra tax," the same banker be- 
leves. “Every bank has its own ideas, but . 
Ithink some will switch loans to other 


ountries, such as Singapore 


| the tax issue has no relation to tighter 


Japanese taxes, local regulations threaten Hongkong's financial status 


Offshore politics 


JAPAN’S GREAT LEAP 
FORWARD __ 
pital asot and дерзии 


by selected countries 
(beneficial ownership) 


m Total assets 









(HK$ billion) 
1,000 


800• 


Јарап China 


Europe us 


* May include certain negotiable certificates of deposit 
reported as deposits from customers. 


REVIEWDIAGHAM by Andy 
The three issues are commonly view- 
ed in isolation, but the temptation to 
link them is compelling. Macau's sud- 
den decision to go ahead with an OBU, 
five years after it was first con- 
templated, is seen by some foreign 
bankers in Hongkong as an opportunis- 
tic move to capitalise on the reluctance 
of many foreign banks to adhere to 
Hongkong’s existing and expected bal- 
ance-sheet strictures. “Macau's plan is 
clearly designed to appeal to institutions 
who may feel Hongkong is becoming 
too restrictive,” says one Australian 
banker. К. 
Discussions began a year ago be- 
tween Japan's tax authority and-indi- 
vidual banks over the growing incidence 
of Hongkong-registered third-country 
loans, and the resultant avoidance by 
the parent banks of Japanese tax on pro- 
fits earned by the Hongkong DTCs. As 
of January this year, the discussions 
shifted to an industry level, and the 
banks have now been told their Hong- 
kong DTC profits will be liable for tax 
with immediate effect, and indeed re- 
troactive to the 1983 tax year. 
Although Japanese bankers insist 











Macau's offshore bid: page 62 
Hongkong complies: райе62 | 
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Source: 1986 Annual Report, Commissioner of Banking. 


г banking. regulation in Hongkong, 
-—some- sources believe it is a calcu- 
lated step to spur consideration by 
the territory's monetary authorities 
of the limited-service bank. con- 
cept. The Hongkong Deposit-Tak- 
ing Companies Association has 
called for the introduction of such a 
scheme, which could enable sub- 
sidiaries engaging solely or primar- 
ily in lending to third countries to 
qualify for less onerous capital re- 
quirements. 
*" Hongkong's Banking Commis- 
sion, headed by Robert Fell, is not 
averse to the idea of limited service 
banks, and the rhetoric associated 
with. banking has changed mark- 
edly over the past year or two. 
Only four years ago, a non-bank fi- 
nancial institution was officially re- 
primanded for using the generic 
term "merchant banking" in a re- 
ference to activities most aptly de- 
scribed in those terms. This usage 
fell foul of a Hongkong statute that 
restricts the use of the word “bank” 
=з to fully licensed commercial banks. 
Bankers are hopeful that recognition of 
banking as.a generic term is symptoma- 
tic of a new enlightenment among 
monetary officials of the modern finan- 
cial environment. 






vidence that the proposed capital 

requirements are seldom far trom 
the surface comes in a remark from one 
Japanese banker,.commenting on the 
implications of the new tax regime: “We 
would hope the Hongkong authorities 
will allow us to create special, service 
banks.” In the absence of such a move, 
the banker says, Japanese banks may be 
forced to shift assets to other “tax ha- 
vens," Where the return on ‘capital 
would be better. 

Hongkong ‘has enjoyed a pre-emi- 
nent role in non-yen syndication busi- 
ness for Japanese banks; and of late has 
attracted a growing share of Australian 




















_loan-syndication activity. Denied the 













tax advantage once enjoyed by their 

Hongkong subsidiaries, Japanese banks - 
nevertheless seem unlikely to depart en 

bloc, partly because their branches will 

continue as before, consolidated by the 
párent, and also because they are al- | 
lowed to deal in securities, an option not 
available in Japan. 
This fact, together with Hongkong's 
proximity to China and convenient loca- 
tion for financing trade with countries 






such as South Korea and Taiwan, will 











which have full licences. Resigned to the 
tax liability, Japanese institutions will 
be looking to the Hongkong authorities 
to provide.other sweeteners to encour- 
age their continued presence in the ter- 








ie а 

Tigh on the agenda of useful incen- 
tives will be some flexibility on the ap- 
plication of capital adequacy paramet- 
ers, the one concession Hongkong's au- 
thorities are likely to feel least inclined 
to offer, as they reach for a banking sys- 
tem whose quality control is compatible 
with that of the biggest, London and 

New York. 

While some Japanese bankers in 
Hongkong believe the channels for ap- 
peal are still open, others are resigned 
to the fact that the Hongkong loophole 
has been closed, and alternative 
strategies are being considered. For 
Hongkong, the Japanese decision is in- 
jury enough, but to many the insult is as 
significant. At every opportunity and 
for many years Hongkong's civil ser- 
vants have stressed their belief that the 
territory is not a tax haven. Instead, 

. they argue, it is a highly efficient econ- 
omy whose fiscal needs are satisfied by a 
tax rate that happens to be a good deal 
lower than most bigger societies, in Asia 
and the rest of the world. | 

Given the 18% rate, Hongkong is 
undeniably a low-tax jurisdiction, but 
the term “tax haven” has in modern par- 
lance attained pejorative dimensions 
that Hongkongs monetary authorities 
feel are not applicable to the territory, 
Nomenclature aside, reality for Japan- 
ese DTCs in Hongkong is the prospect 
of an enormous tax burden, and:some 
bankers believe alternative booking 
centres are already being identified. 

Singapore, after a reversal in its two 
decades of rapid growth, last year 
adopted à plan to encourage new 
foreign investment, including a reduc- 
tion in. employer contributions to the 
Central Provident Fund and a signifi- 
cant reduction in profits tax. A particu- 
lar inducement to financial institutions 
is the favourable treatment. given to 
companies with offshore headquarters. 
Any relative tax benefit could sway the 
Japanese banks towards Singapore, as 
the island state offers many of the non- 
tax. advantages of Hongkong, such as a 
competent legal and accounting infra- 
structure, efficient communications, a 
“skilled labour force and a sophisticated 
financial sector, 
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‘ensure the continued presence of the |. 
major Japanese banks, around 25 of 











J apanese banks in Hongkong are at 
odds with the interpretation placed 
on their tax situation by the Japan Na- 
tional Tax Agency (JNTA). While rev- 
enue officials in Japan have dis- 
missed the proposed tax on Hongkong- 
registered subsidiaries as a non-issue, 
bankers in Hongkong have in most 
cases responded with dismay to the pro- 
posals aimed at extending the tax 
net. 

Technically, the full brunt of Japan- 
ese corporate tax rates, which can be as 
high as 60%, but are usually around 
50%, will be felt only by so-called 
“paper companies" that exist solely for 
the purpose of booking loan transac- 
tions offshore to benefit from a lower 
tax structure. But long-established 
Hongkong DTCs complain that they 
have been unsuccessful in convincing 
the Japanese tax authorities of their in- 
dependence. 

This despite the fact that their ac- 
tivities, spanning a decade and longer, 
have included securities trading and 
considerable fee-based business, so es- 
tablishing them as entities of substance. 


While, in some cases, the SOUTH CHINA MORNING POST 


Conflicting advice 


Japan maintains tax threat to Hongkong a ‘non issue’ 





















there will be no need for the tax auth 
ity to attack such income: Tt i: 
ance, intentio: 
bankers belie 
out to stop. : - 
While som 
Hongkong feel t 
sible, others 
tinuing, al 
made for su 
tonomy from 
office. Some ban! 
date their DTC « 
tracting taxon gro 
Japanese. tax: rat 
stand the пем гип 
full taxed.profit earn 
have to be repa 




















































tion of tax po 





branch manager of a Ja- 
panese bank in Hongkong 
will double as managing 
director of the DTC (and 
this duplication of ac- 
tivities continues down the 
line). other bank sub- 
sidiaries have ропе to 
great lengths to mark their 
autonomy to the point of 
operating out of different 
offices and using different 
corporate. logos. To no 
avail, however, as the 
guidelines, or at least the 
Hongkong interpretation 
of them, have recognised 
noexceptions. 

"We have tried to nego- 




















analysis- of. it 
would conclude wi 
ous impact on Hongke 
financial sector. U 
mining the territ 
carious confidence, 
large-scale withdra 
banking business co 
cipitate, would undo 
edly create tension. 
China as well as Britaii 
For Japan, how 
the issue is clearly 
dwindling tax те 
from manufacturing | 
banking sectors pla 
creasing emphasis 
shore operations, lar 
for. competitive. rea: 


































tiate, butasfarasweknow + 
there have not been any exceptions [al- 
lowed by Japan's tax authorities],” the 
managing director of a large Japanese 
bank’s DIC in Hongkong says. The same 
banker. believes the head office banks 
may in some cases capitalise the at- 
tributable profits in the Hongkong sub- 
sidiaries for a time, in a bid to meet 
Hongkong’s increased capital-adequacy 
requirements, and at the same time 
send a signal to the Japanese tax au- 
thorities that the Hongkong subsidiary 


| is a Serious and legitimate independent. 


For full branches of Japanese banks, 
the proposed tax change will have no ef- 
fect.as profits are consolidated by the 
pes bank. The target, according to 

ankers, is the syndication business. If 
profit _ this activity: is reporte 
thr nch to the parent ban! 





‘ernment radio station. Official so 












From 1985-86 the lo 
business booked through Hongkong | 
Japanese institutions soared by 80% 
close to HK $500 billion (US$64.10 
lion), the profits on. which have е 
the Tokyo revenue authorities. 
In Hongkong, the banki 
thorities were reluctant to. comme: 
the tax proposals without... se 
documentation on the subject, tho 
Secretary for Monetary Affairs D: 
Nendick did express his concern o 
the matter in an interview with the g 
























rejected the suggestion that a prote 
might be forthcoming from the 
kong authorities on the t 
Any such protest would 

to a diplomatic 
have to come from the. 




































































acau, has passed into law a pro- 
posal to create a full offshore bank- 
entre. Extremely attractive mini- 
m requirements announced in the 
cau, Regulatory Decree provide for 
305 to capitalise at Pataca 15 million 
$1:9 million), a flat annual tax of 
à 180,000 and an annual supervi- 
évy of Pataca 100,000. OBU ser- 
o non-residents are unrestricted, 
hey may also conduct business 
in the territory subject to certain 
nditions. These include acceptance of 
interest-bearing — current-account 
posits, call or short-term deposits in 
ounts above Pataca 250,000 and the 
ue. of bonds, certificates of depo- 
"and other negotiable instru- 
nts. 
oming at a time when foreign banks 
Hongkong. and more pertinently, 
"Cs are being forced to comply with 
apital-adequacy parameters conform- 
ng to international standards, the 
cau manoeuvre is seen by bankers in 
ngkong as a transparent bid to win 
anking business from its considerably 
ger neighbour. While Macau's un- 
phisticated business sector, mediocre 
üimunications and inconvenient ac- 
ss from abroad militate against its 
ergence as a major financial centre, 
he OBUS are likely to operate less as 
fledged banks than as booking vehi- 


According to banking sources in 
dongkong, serious consideration is 
ely to be given to the Macau OBUs, 
specially for business conducted essen- 
lly оп the strength of the parent 
ank’s balance-sheet, but using a wholly 
wned subsidiary to derive tax and 
ther advantages. Macau's liberal at- 
ude to capital adequacy and the con- 


mall sister thinks big 


Macau gears up to bid for offshore banking business 











cessionary tax rate intended for .the 
OBUs are factors of specific interest to 
Japanese institutions. 

Negotiation, administration and all 
logistics associated with large-scale 
lending would still be handled in Hong- 
kong, with Macau acting purely as the 
legal registration address for syndica- 
tions and swaps. Apart from the initial 
capital injection, 90% of which must be 
contributed by the parent company, 
the Macau OBUs will be exempt from 
the 3% capital-to-asset ratio appli- 
cable to commercial banks in the terri- 
tory. 
During 1983 and 1984, in the wake of 
Macau's decision to promote the 
offshore banking concept, foreign 
banks such as Standard Chartered, Ban- 
que Nationale de Paris, Banque In- 
dosuez and Banco do 






Miniscule by comparison with Hong- 
kong, Macau’s ambitions are geared to- 
wards providing the bare essentials 
rather than à sophisticated and all-en- 
compassing financial environment. This 
will be of limited consolation to Hong- 
kong's monetary or tax authorities, 
however, especially if a substantial 
share of the syndications handled 
through Hongkong find their way into 
Macau OBUs. 

Macau's location and its reversion to 
Peking administration in 1999, could 
qualify the territory as.a centre for 
booking loans to China. In this respect 
Macau offers comparable advantages to 
Hongkong, and if all else is equal, banks - 
and DTCs could well choose the easier 
capital structure over Hongkong's more 
disciplined requirements. 

According to Macau's authorities, 
the past three years have set "a clear 
legal and fiscal framework enabling 
selective access to the market for major 
international and regional banking in- 
stitutions seeking a diver- 








Brasil opened for business. 
Although there is no- 
thing to prevent institu- 
tions in Hongkong estab- 
lishing separate OBUs in 
Macau, the Macau opera- 
tions may not attract depo- 
sits in Hongkong or in any 
other way conduct business 
in Hongkong. Still, from 
1979, when offshore liabili- 
ties accounted for only 14% 
of the collective Macau 
banking balance-sheet, ex- 
ternal liabilities have grown 
to 40% last year, equiva- 
lent to US$1.4 billion. 
Macau's US$2.1 billion 
in banking liabilities com- 
pares with HK$2.15 tril- 
lion in liabilities held by 
Hongkong-based institu- 





tionsattheendoflastyear. | Early arrival. ae 


-] sified presence in the re- 
gion.” Just how many 
banks will be granted 
OBU licences is one ques- 
tion yet to be answered, as 
is that of the Macau au- 
thorities’ attitude to an 
offshore banking centre 
that will in all probability 
comprise little more than 
brass nameplates and the 
minimum capital. 

As a means of enhanc- 
ing an image usually related 
to gambling in one form or 
another, the OBU package 
is likely to lend the terri- 
tory an air of financial re- 
spectability, even if super- 
vision and constraints seem 
cursory, and the “tax haven” 
description undoubtedly 
applies. | — John Mulcahy 









































Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1987 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other-single medium puts the 
economic, social and political realities of Asia at your 
^ “fingertips as does the Asia Yearbook. 


Now In Its 28th Edition 

The Asia 1987 Yearbook, now in its 28th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 


© er detail, with greater insight — a book which everyone 


who needs to know about Asia must have on the book- 
shelf. 


Features 


The Asia 1987 Yearbook includes two new chapters — 
. Covering a historic year in South Asia, and analysing US 


involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid; the 
Pacific, Asian & Pacific Organisations, апа-а round-up 
of the year's news stories. | 


Аз in the past, the Asia 1987 Yearbook has an "abun: 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from. Afghanistan to Japan, from 
China to New Zealand. 


_ Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 

. Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 








We give you Asia, : 
minus the mystery, 
minus the myth: 







iei pus official s. The Asi ia 1987 Yearbook gives 




















country chapter has a Databox giving essential 
statistics. And there is also a statistical round- 
piled against a master questionnaire provide 
book experts. 


How We Did It 
Published by the Far Eastern Economic Review | 
Asia 1987 Yearbook is the result of thousands of m 
hours of work during the year. Every week, the Revie 
correspondents file on-the-spot reports from 
major Asian capital and every area of interest thro 
out the region. This leading team of writers, analyst 
experts and research staff contribute (as they have re 
ularly for 28 years) to keep the Asia 1987 Yearbook 
top of events. To give you Asia minus the myster 
minus the myth. To give you Asia as only the Fa 
ern Economic Review can. 


Soft Cover: HK$195/US$24.95/£17/5$54.50/M$66.50 
Hard Cover: HK$225/US$28.95/£20/S$63.50/M$77 
For airmail delivery, please add: 
HK855/US$7/£4.50/5$15.50/M$18.50 per copy. 














To; Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong | 





Please rush me.copy/copies of the Asia 1987 Yearbook 
indicated. | enclose a cheque/postal order for . 


(Please print in block letters) 


ОП Sa onte Арева PostCode ..........,..;\ 


COUN o. oer ЛЛ err enu UE RUE : 


Asia 1987 Yearbook (Soft Cover) 
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Paul Ensor in Seoul 


€ opening of the first stage of South 
orea’s second mammoth integrat- 
steel mill in Kwangyang, in the 
est of the country, comes at a 
ingly inopportune moment — the 
dwide slump in steel markets has 
Y its toll, with layoffs spreading as 
Japan, where the spiralling yen 
vastated the industry. However, 
h a steel shortage at home, brought 
jut by the boom in the country's 
-consuming industries, South 
rea's Pohang Iron and Steel Co. 
оѕсо) seems confident in going ahead 
the plan which will increase its ca- 
ty by 2.7 million tonnes to 11.8 mil- 
tonnes. With the opening of a sec- 
d cold rolling mill next February, 
her 1.02 million tonnes will be 
ed to capacity. 
Construction on the new plant was 
led up for a May opening instead of 
t because of the rising cost of im- 
steel from Japan. One gap the 
h Koreans are particularly keen to 
is their continued dependence on 
n for around 20% of hot coiled steel 
South Korea watched import 
of hot coils rise from US$242 a 
€ in the first quarter of last year to 
282 a year later. The new plant will 
ally fill this gap; imports of hot 
s should fall from 1.3 million ton- 


rter of steel, buying 
inly high quality varieties 
produced locally. With the 
mpletion of the. second 
ase of the Kwangyang plant 
Xt year, production capacity 
vill reach 18.5 million tonnes 
ind self-sufficiency will rise to 
85% , from 78.9% in 1985. 

Exports as a percentage of 
al sales of South Korean 
el peaked at 44.5% in 1982, 
d have been moving down- 
ward ever since. Last year 
8.6% of sales went abroad 
lespite the boost the yen's rise gave to 
South Korean industry's competi- 
eness. Export volume actually fell for 
e first time in 1985, rising again last 
ar to 6.4 million tonnes. Yet in value 
$, 1986 exports fell slightly due to 
gging world prices. Last year saw the 
rst impact of the 1984 steel-import ceil- 
ng set by the US Government, limiting 
_ South Korean imports to a 1.9% share 
ofthe US market. As a consequence ex- 
ports to the US fell by 14% in value 










are of total exports. 














erms, though they still hold the largest 


uth Korea’s Posco expands into а world glut 


While exports to the US fell, exports 
to Japan, boosted by the yen's strength, 
jumped 21.6% in 1986 in value terms, 

rovoking resentment among the be- 
eaguered Japanese steelmakers, ac- 
cording to a trading company executive. 
Barring a protective reaction, Japan’s 
imports of South Korean steel should 
take another large jump in 1987. On the 
other hand, the rapid fall in sales to the 
Middle East, mostly through South Ko- 
rean construction companies working 
there, is likely to continue. 

In the first two months of 1987 ex- 
ports were down 15.4% on a year-on- 
year basis, partly due to the slowing in- 
ternational market for steel and at the 
same time rising domestic demand. De- 
mand from South Korea's booming ex- 
port. industries, which are increasingly 
steel intensive notably cars, ships, 
and electronics — has created shortages 
in a number of areas. 

The new plant, which will make 
South Korea the world's ninth largest 
producer of steel upon its completion 
next year, sits on reclaimed land on the 
country's sleepy south coast — like 
Posco's first mill in Pohang, which was 
just an east coast fishing village when 
the mill opened in 1973. The choice of 
site in the traditionally rebellious and 
underdeveloped South Cholla pro- 
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SOUTH KOREAN STEEL EXPORTS 


саху Industries of Japan 
(hot strip mill, raw materials handling). 
Among the new features at Kwangyang 
which do.not exist in Pohang are a con- 
tinuous casting system and greater auto- 
mation and computerisation which will 
reduce energy consumption. 

Posco is already considering the 
third and fourth stages of its new mill in 
Kwangyang, and work will soon begin 
nearby on a separate project, a large 
scale container port which the govern- 
ment envisages will eventually compete 
with Pusan in handling the country's 
growing container traffic. 

Although by far the largest and the 
only fully integrated operation in South 
Korea, Posco is not the country's only 
steel producer. Steel from its LD (Lintz 
Donowitz) converters accounted for 
58% of domestic sales last year and 
roughly half of exports. Well over a 
hundred other producers use electric 
furnaces to melt scrap, many of them 
extremely small and inefficient. Eight 
large firms account for the bulk of non- 
Posco production, and all are in the 
midst of their own investment program- 
mes, collectively investing Won 103.9 
billion (US$125.2 million) іп new 
facilities in 1986, compared to the 
cumulative Won 1.36 trillion invested 
by last year. 


f all companies in the country, 
Posco could best take the title of 
"Korea, Inc." Unlike the big business 
groups, or chaebol, it is a quasi-govern- 
ment company, with ownership split be- 
tween the state-owned Korea Develop- 
ment Bank (3895), the government it- 
self (33.496), the country's four commer- 
cial banks (26.1%), and state- 
owned Korea Tungsten Co. 
(2.5%). It has been managed 
since its inception in 1973 by 
retired general Park Tae Joon. 
An executive at one of the 
other big eight steel com- 








“Includes raw material and semi-finished products. 
"Projected. Source: Korean tron and Steel. Association, B. 


vince reflects the government's desire 
to improve its political standing in the 
area. Most of the country's heavy indus- 
trial sites are situated in Kyongsang, the 
southeastern home province of Presi- 
dent Chun Doo Hwan and the late pre- 
sident Park Chung Hee. 

Construction on the site began in 
1982, the bulk of the work being carried 
out by Hyundai Heavy Industries. 
Foreign suppliers include Voest-Alpine 
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of Austria (sinter plant), Dr C. Ottoof | 
West Germany (соке plant), Davy. 
M (blast furnace) and | 





panies complained of Posco’s 
preferential treatment, calling 
it “the hand of the govern- 
ment reaching down into the 
depths of this industry.” To 
some extent, this seems inevit- 
able: Posco is the organ 
through which the govern- 
ment controls the price of a 
; basic industrial material. And 


Revewra&EwRoy Hi^ Posco certainly enjoys pre- 


ferential treatment on price and credit 
terms for its own raw materials. 

With total assets at the end of 1986 of 
Won 4.479 trillion, Роѕсо is the coun- 
try's largest taxpayer. The government 
is pushing thé company to arrange to 
sell the.share of its equity held by the 
commercial banks to the public later 
this year, à move. Posco management 
has resisted. They say the sale, which 
would be the first of a seties of sales of 




















In a city where time is money, your offices have to be 
in the centre of things. 
That's why we at Hongkong Land have a fine range of office buildings 
located right in the heart of Core Central. 
All within minutes via our unique network of footbridges. 
Quite simply, the Core is too good to be missed. 


Please call Jonathan Petit or Christopher Chan 
at Hongkong Land (5-8428288) 


Hongkong Land 


It pays to address yourself properly 
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Close, but not close enough 





DEVOTED TO 
THE ART OF SERVICE 





When everything is just as it should — is a seaside hotspring resort. It’s facili- 
be.ahotelis much more thana placeto ties include extra-spacious rooms. 
stay. It isa place witha pleasant natural the town's only Vegas-style casino, 
setting, an array of finely appointed 8 spots for wining and dining. plus 
facilities, and a devoted staff. If a hotel plenty of choices for entertainment and 
has all these, її сап bea workofart.And recreation 
its staff is a team of artists that make it And to make it all shine, the hotel has 
shine. à devoted staff of 800 people who spe- 

There are a few hotels like this in cialize in the fine points of service and 
Korea, and the latest to attract atten- hospitality. They're the artists who 
tion is the new Paradise Beach in the таке the Paradise Beach a true work of 
southern port city of Pusan. It'ssetting агі for enjoyment any time! 
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PARADISE DEA ‚Н 


Hanundae Р O Вох 45. Pusan Korea. Tel (051)742-2121 
Tix- PARABH K52145 Fas (051)742-2100 
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Country 3months 6 months 1уеаг 
Brunei B$40 50 B$76 00 B$132.00 
China US$24 50 USS46 00 US$80 00 














India USS24 50 US$46 00 US$80 00 
Indonesia US$18 00 USS33 50 5558 00 








Japan ¥6 900 00 ¥12.900 00 v22,500 00 
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Make the Asia Yearbook part of your Review 
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Financial Statement 
as of December 31, 1986 

























Balance Sheet 
Assets (in million of DM) Liabilities . 
Liquid Assets Liabilities to Banks at sight 
~ Cash, Balances on Postal Cheque (incl. those maturing within 
Account and with Central Banks 1 one month) 
~ Balances with Banks at sight (incl. those Liabilities to Banks for 
maturing within one month) 6,001 agreed periods of more than 
Balances with Banks for agreed periods one month ^. 
of more than one month 5,738 Current Accounts and Deposits 
Bills of Exchange 342 ~ Current Accounts (incl. deposits 
Other Advances 3,908 maturing within one month) 
Securities 2,653 ~ Deposits (agreed periods of more 
Miscellaneous 227 than one month) 
Fixed Assets 233 Miscellaneous 


Subordinated Loan 
Capital and Reserves 
Provisions for Contingencies 














and Depreciation 

19,103 
Profit and Loss Account 
Expenditure (in million of DM) Revenue 
Interest and Commissions 941 Interest and Commissions 1,030 
General Expenses 36 Other Income . 209. 
Provisions for Contingencies 277 Release of Provisions for 
Depreciation 1 Contingencies and Depreciation 19 
Other Expenses 3 











The itemized Balance Sheet and Profit and Loss Account will be published in the "Memorial - Recueil Spécialdes = 
Sociétés et Associations du Grand-Duché de Luxembourg" For your copy of the Annual Report in English, German 
and French please contact: А о eters 
Compagnie Luxembourgeoise de la Dresdner Bank AG - Dresdner Bank International - 26, rue du Marché-aux- 
Herbes, P.O. Box 355, L-2013 Luxembourg, Telephone 47 601, Telex 2558 DRINT LU (all departments); Telephone |. 
461212, Telex 2302 DRIFX LU and 2308 DRIFX LU (Euromoney/Foreign Exchange/Precious Metals/Securitíes); 
Cable: Bankcompanie Luxembourg. 


Affiliation: Dresdner Forfaitierungs Aktiengesellschaft, P.D. Box 630, CH-8034 Zurich, Telephone 694141,. 
Telex 816 427 DEFA CH. 
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Japan's MoF; Simex: spurring on the future. 


MARKETS 


Learning from the past 


Japan revives a Tokugawa creation, futures trading 


By Bruce Roscoe in Tokyo 
Ronin industries are usually 

cited as being the hardest hit when 
the revaluation of the yen makes 
Japanese products more expensive and 
prices many out of foreign markets 
— or at least reduces their mar- 
ket share. 

But Japanese financial institutions 
are often hit even harder, because of re- 
strictions which bar them from using fu- 
tures contracts to hedge their foreign- 
investment portfolios against shifts in 
currencies, interest rates and stock and 
bond markets. 

The decision by Japan’s Ministry of 
Finance (MoF) to lift these restrictions 
this month will allow big institutional 
Japanese investors to hedge most of 
their overseas financial risk, or, in ef- 
fect, take out insurance policies against 
falling markets (or rising ones if they 
happen to have shorted a particular 
foreign financial instrument). 

Major Japanese investment houses 
are now commissioning studies of vari- 
ous futures markets and, though the 
МОЕ liberalisation permits dealing in 
futures contracts from this month, it 
is likely to take until the end of the 
year before active Japanese institu- 
tional participation in futures markets 
begins. 

The MoF move does not encompass 
straight options trading (options on fu- 
tures are permitted), so the Philadel- 
phia Stock sg 5ч which is planning 
to introduce a night-trading session in 
currency options principally for Japan- 
ese clientele and also to open a Tokyo 
office (following the earlier opening of 





DENTEN CORUNA баата: та авам HAS 








its Hongkong office), will have to wait 
awhile. 

Specifically, the lifting of the ban 
applies to Japanese banks, securities 
and insurance firms, and investment- 
trust management companies. These in- 
vestors will initially be allowed to hedge 
only their own accounts, not the ac- 
counts of clients. When the Finance 
Ministry has completed guidelines for 
investor protection from questionable 
futures trading, individuals are expect- 
ed to be able to hedge their own ac- 
counts. 

There is intense interest in the world 
of investment banking on how Japan’s 
hedging habits will develop, because 
these could change the shape of global 
trading in a number of instruments, or 
at the very least introduce an uncertain 
element which could — and probably 
will — result in making some markets 
highly volatile. The implications are 
awesome especially for the Tokyo 
stockmarket, which can be hedged by 
the Chicago Mercantile Exchange’s 
(CME) contract on the Nikkei Stock 
Average (at present traded only on the 
Singapore International Monetary Ex- 
change Simex) and the US treasury- 
bond market. 

Futures trading is all about volume, 
and Japanese investment in foreign in- 
struments is about volume, too. If Ja- 
panese investors choose to stay away 
from a major auction of US Treasury 
bonds, for example, they can be almost 
certain prices at the deserted sale will 
fall. Being certain that prices will fall, 
they can sell futures contracts on the 











market (to buy, say, the market's index 
at a lower price in the future) before it 
opens. 

Major US institutional investors in 
the past year have burned themselves by 
shorting the US Treasury market at 
times when it seemed natural that the 
market would be bearish. The factor 
they have not taken into account in 
some auctions is the volume of Japanese 
buying, which has lifted prices. Japan- 
ese investors — according to the CME 
— account for more than US$100 billion 
in outstanding US Treasury issues. 

Although US financial institutions 
like to take credit for inventing futures 
transactions and refining their trading 
techniques, the practice actually origi- 
nated in Japan, some centuries before it 
even occurred to Europeans. What is 
recognised as the world’s first futures 
market was created in Osaka in 1650, 
for futures delivery in rice. 


n the US, most notably Leo 

Melamed and others of the CME ex- 
tended the application of futures trad- 
ing from agricultural commodities to 
financial products only in 1972, when 
the CME-launched International Mon- 
etary Market began trading in currency 
futures. But for some decades before 
that, Japanese investors were trading 
futures contracts on individual domestic 
stocks. 

As a result, few in the global-invest- 
ment world think it will take long before 
today’s Japanese investors master (and 
for some established stock brokerages, 
re-learn) the techniques of risk manage- 
ment. One anomaly which the exercise 
is bound to produce is heavy trading of 
futures contracts on the Nikkei Stock 
Average outside Japan. This CME con- 
tract has been lightly and specula- 
tively traded on Simex since September 
1986, with volume for the first few 
months achieving the modest level of 
around 1,000 contracts a day (in calen- 
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ere financial): 

- The CME is viuis bullish on ‘the 
ikkei contract, as it has’ an exclusive 
nsing agreement with the index 
ег. Japan's financial daily, Nihon 
zai Shimbun, tor both the Nikkei 225 
erage and the Nikkei 500 Average 
ock indicies. Some of the points the 
ME makes about the future of the con- 
act, nonetheless, appear to have more 
undation | than à public-relations 







; CME, (рове top officers were 
ty іп. 
ng of their Tokyo office, believes 
t Forces dictate that the first con- 
th the biggest volume wins out 
nst other contracts.. This is simply 
use of the liquidity factor, meaning 
vestors can. place a ‘large. volume of 
uy or sell orders without having to 

rry whether there are any sellers or 
uyers in the market. 
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t 1,000-odd contracts a day, the 
Simex-traded Nikkei futures con- 
t is anything but liquid. In the run- 
p to the МОЕ announcement approv- 
g futures trading, however, volume 
iddenly spurted, as if to celebrate the 
freedom. 
Volume reached the 1,800-contract 
‘| on 28 April, and the overseas sub- 
diaries of Japanese investment com- 
ies, which have been able to deal in 
ures, reportedly are now much more 
‘tive in the: market than before. The 
ME forecasts that volume in Nikkei 
tures will rise five-fold in six to seven 
onths and is now seeking the approval 
f the Commodity Futures "Trading 
ommission to trade this contract. in 
hicago night sessions, Approval i is be- 
eved imminent. 
A futures contract on the Tokyo 
Ockmarket raises interesting, if not 
irming, questions. When so few 
ayers control so much of Tokyo trad- 
g; some analysts are asking why any- 
ne needs to hedge at all — except, 
erhaps, those players which can guess 
y their volume alone which way the 
arket will move. Because of the sheer 
eight of financial stocks, for example, 
e Nikkei index can be raised quite eas- 
by heavy buying in financials. 

apan's own proposed futures con- 
acts are not progressing smooth- 
ly. The: Osaka Securities Exchange 
had planned to introduce a stock fu- 
res contract in April, оп 50 stocks 
picked to match the Nikkei index, but 
this has been delayed until June because 
f tax complications relating to the 
gal requirement for physical delivery 
f stocks at the expiration of the con- 
‘tracts. 
Meanwhile, the Tokyo Stock Ex- 
change is still labouring over the specifi- 
cations for a futures contract on its own 


























du ce in June 1988. 


E Jo inaugurate the, 






all-share index, which it plans to d 





By S. Kamaluddin in Dhaka 


espite government efforts to restore 
Bangladesh's sagging economy by 
strictly implementing structural-adjust- 
ment policies advocated by aid donors, 
“the recessionary, trends which began in 
fiscal 1985-86 (ended 30 June) do not 
appear to have reached the bottom yet. 
But officials say that measures are being 
| taken to ensure improvements during 
the upcoming fiscal 1987-88. 
Both imports and exports are still 
lagging behind the levels achieved in the 





contraction in agricultural credit for the 
past two years and loans to the private 
sector have also slackened. As a result 
bank liquidity rose from Taka 1.1 billion 
(US$35.59 million) at the end of De- 
cember 1985 to Taka 5.9 billion early in 
1987. Foreign-exchange reserves. have 
also risen and are expected to reach a re- 
cord level of US$683 million by the end 
of June. 

The lacklustre performance of the 
economy over this period, which co- 
vered the first two years of the current 
five-year plan that ends in June 1990, 
has undermined the plan's projected an- 
nual average growth in gross domes- 
tic product of 5.4%. GDP in the fi- 
nancial year to June 1986 registered 4% 
growth, largely because of a bumper 
jute crop of 8.6 million bales; foodgrain 
production remained static at the previ- 
ous year's 16.1 million tonnes. In the 
same period exports dropped to US$909 


Chance of a turnaround 


Dhakais poised to end economic stagnation 


1985-86 financial year, as are bank cred- | 
its. In addition, there has been a net | 
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million from US$971 million. As a re- 
sult of the weakening US dollar and 
lower oil prices, imports were also mar- 
ginally down to. US$2,36 billion from 
US$2.64 billion, while foreign aid» 
amounted to 0581. 3 billion compared 
to US$1.24 billion the previous year. 

Despite the drop in export earnings, 
the overall balance of payments re- 
mained in surplus at US$46 million, as- 
sisted by a climb in remittances from 
Bangladeshis working overseas. 

GDP in the current financial year is 
projected to grow by 4.4%, with im- 
ports worth US$2.4 billion, exports 
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TM Bangladesh Government has de- 
cided to offer equity to foreign and 
private aid donors in the country's two 
development financing institutions 
(DFIs), following their improved er- 
formance in recovering overdue in 
trial loans. A government source told 
the Review that the Asian Develop- 
. ment Bank (ADB), the International 
Finance Corp. of the World Bank and 
the Jeddah-based Islamic Development 
Bank have been tentatively offered 
30% equity in the Bangladesh Shilpa 
Bajk (BSB) and the Bangladesh Shilpa 
Rin Sangstha (BSRS) and that the three 
institutions are still considering their re- 
sponse. 

An improvement in the recovery of 
bad debis was the first goal of an action 
programme launched in 1985 to restruc- 
ture the DFIs. It became necessary after 
the ADB, the West German bank Kre- 

ditanstalt Fur Wiederaufbau, and the 
International De 











Sorting out development aid 





lopment Associa- ў 
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tion (IDA) — the soft-loan arm of the 
World Bank — froze their industrial- 
credit lines to the DFIs because of their 
appalling level of credit recovery. The 
new offer of equity in the DFIs is de- 
signed to further improve their per- 
formance, as it would give for and 
private investors ter influence in 
monitoring their effectiveness. 

The donor agencies were unim- 
pressed by the initial lack of pro- 
gress achieved by the action pro- 

me. In fiscal 1985-86 (from July to 
une) BSB only managed to recover 
Take 417,20 million. in overdue loans 
compared with Taka 367 million the 
рге revious. year. The performance of 
SRS was little better, with Taka 

343.80 million recovered in fiscal 1985- 
86 compared to Taka 261 million a year 
earlier. > - 

However, i in n the current fiscal year 
BSB is expected to exceed. its recove 

а 800 million. 























0753900 million, aid at US$1.4 

and foodgrain production of 

lion tonnes — though there are doubts 

‚| that these projections will be translated 
- into reality. 

The bumper jute crop, which de- 
pressed the market for raw jute, to- 
. gether with stagnant foodgrain produc- 
tion and the contraction in agricultural 
loans, has considerably reduced the 
purchasing power of the rural popula- 
tion. Improved foodgrain production 

















current year has improved the situation 
somewhat. Nevertheless, reduced sales 
of fertiliser and other agricultural inputs 
have hit the industrial sector, which 
grew by only 1% in fiscal 1985-86. There 
are signs, though, of recovery in the 

‚ jute, textiles, cotton-yarn and sugar in- 
dustries. 

A policy paper prepared by the gov- 
ernment on the overall economic situa- 
tion admits that the past two years have 
not seen an improvement over the ad- 
vances of the Second Five-Year Plan 
(1980-85) when GDP growth averaged 
3.9%. It suggested that to retrieve the 
situation it was “imperative to acceler- 
ate the growth of the economy over the 
remaining three years of the third plan.” 

A senior economist, who asked not 
to be named, complained that 
neither the government’s cur- 
rent economic-adjustment po- 
licy nor earlier versions had 
ever been properly evaluated. 

A government planner said 
that the recessionary trends in 
the economy had actually set in 
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and a jute crop of 5 million bales in the . 
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could result from the new . “But | of 5.4%, further pol \ reform: anc 
now,” he said, “they seem to be willing | generous foreign aid will be require 
to discuss it.” He argued that distortions While the  structural-adjustm. 


in the economy that crept in over a 
period could not be set right overnight 
through structural. adjustments which 
had not been properly evaluated. He 
favoured the use of demand manage- 
ment as a means to end stagnation. 


A source in the Ministry of Finance, 
however, warned that the use of de- 
mand management in the context of the 
Bangladesh economy would be difficult 
in the short run and might even become 
dangerous unless backed by adequate 
funding arrangements. He was confi- 
dent, though, that lending in the com- 
mercial and agricultural sectors would 
be adequate in the next financial year. 
The World Bank, however, has 
given the Bangladesh Government high 
marks for its efforts in dealing with such 
issues. as domestic financial discipline, 
morietary control, and the external bal- 
ance of trade in the past two years. The 
bank felt that if the government had 
failed to deal firmly with the issues, 
long-term growth prospects would have 
been undermined. The bank has 
warned, though, that to achieve the cur- 
rent five-year plan's targeted growth rate 
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as early as 1983, when the free- 





market policies of the govern- 
ment took a front seat and aid 
donors were not in a mood to 
listen to critics warning of pos- 
sible adverse consequences that 
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policies will continue to be import 
especially in raising the rate of cre 
covery by the country's developm 
nance institutions, the bank sugge 
in a recent report that the governme 
can now afford to devote its attenti 
implementing strategies to pr 
higher economic growth. To achie 
this, the bank has suggested three se: 
policies to promote efficient. priva 
oriented activities, sound public expe: 
diture and the raising of public revei 
through appropriate measures. 
By implementing these policies, 
bank said, the momentum of prowth 
the agriculture sector would be 1 
gained, progress would be. achi 
the industrial sector through 
cient planning and implemen 
programme to boost public 
and increased revenues would bi 
from improved public-pricing p 
The Ministry of Finance app 
believe that if appropriate polici 
followed, they will result in. it 
economic growth in. the financial : 
starting in July. The year, it po 
will start with record foreign-e: 
reserves to. support increased im 

















































апа а money market in a.p 
tion to stimulate productive 
vestment. An improvement 
the availability of fertiliser a 
other inputs in the agricultur 
sector will help overcom. 
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vagaries in weather con io 








Bank believes that for 
maining three years of the си 
rent five-year plana growth га! 
of only about 5.1% will be po 
sible. 











is expected to recover Taka 500 million. 
BSRS' projects are mostly in the public 
sector, which ges it a better chance of 
repayment, while BSB operates mainly 
in the private sector. “Things are mov- 
ing,” says Paul Kohling; the ADB’s rep- 
resentative in Dhaka. “The situation 
is different from last year, and we ap- 
preciate this.” 

Despite the greater difficulties faced 
in recovering loans to the private sector, 
both the ADB and World Bank are still 
eager to boost investment in this area. 
The ADB has already agreed to finance 
three private-sector projects, each cost- 
ing 0455.6 million, without any govern- 
‚|. ment guarantee. It is also looking at 

; three other projects. 















| than 800 projects, only about 70. are 








paying off their loans on time. About 
400 industrial projects are “congenital 
defaulters,” though the arrest of several 
industrialists for non-payment earlier 
this year has prompted other big de- 
faulters to reschedule owes after 
first meeting substantial backlogs. 

The DFIs problems have been ac- 
centuated by other factors, including 
faulty. project evaluation, flawed ac- 
counting practices and a lack of provi- 
sion for bad debts. As a result of these 
inadequacies, their respective boards 
merely estimated their true financial po- 
sition and continued to pay tax to the | 
government despite the fact that they 
had been losing substantial amounts of 
money for years. The programme of re- 
form has now ensured that the charters 
of the two institutions include provi- 


BSRS in the coming fiscal 
of paramount importance, s 
would determine how soon and to 
extent the donor agencies resum 
credit li 


mercial banks are unable to pro 
long-term loans for industrial inv 
ment. 
^A diplomatic source 
REVIEW that direct institutional 
from the multilateral donor agenci 
may be resumed from fiscal 1988-8 
rovided the DFIs' debt recovery 
ormances continue to match this ye 
improvement. 
Meanwhile, the sudden пано о 
BSB managing director Mohiuddi 
Khan Alamgir, a career civil servant 
who has played a pita role in imp: 
ing the debt posi ast | 










year wo 
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n, has cast doub 






sions for bad debts, adequate autonomy | the government's seriousness ove 
in making decisions and the appoint- | issue. Alamgir, through his tough 


ment of external auditors. 
A source in the Ministry of Finance 
said that the perf. of BSB and | ple. 








sures 
believ: 






inst delinquent defaulters, i 
to have annoyed powerful peo- 
~~ S. Kamaluddin 











Г" м! For travellers 
who take Asia seriously. 


The 14th edition of the All-Asia 


Guide is crammed with up-to-the- 
wea minute information, including 
facts and figures that are 


indispensable to any serious 
traveller in Asia. 


There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


There are several new maps, 
making a total of 68. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 
going. 

An even more streamlined 


guide to hotels in the region with 
more than 1,600 listed. 


Some 50 new colour pictures, 
and more than 90 new black-and- 
white pictures. 


ge {ийзе i All of which adds up to over 

| s most complete guide book $ 700 pages of vital information for 
astantes n : business and pleasure travellers 
in Asia. 
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The Purves touch 


Hongkong Bank changes its operating rules 


By John Mulcahy in Hongkong 


ongkong and Shanghai Banking Corp.'s new chairman, 

William Purves, has wasted no time in putting his stamp 
on the organisation's modus operandi. Presiding for the first 
time over the bank's annual general meeting, Purves an- 
nounced a series of innovative and far-reaching amendments 
to the bank's regulations. 

Among the changes is the establishment of a Finance 
Review Committee — structured along the lines of an audit 
committee — to exercise a watching brief over the group's 
fiduciary obligations and to ensure compliance with increas- 
ingly complicated regulatory requirements. This centralised 
monitoring function coincides with proposals, now well ad- 
vanced, to create a central treasury operation in the bank. It 
would be the responsibility of this operation to assess, con- 
stantly, the overall open position in the group's disparate 
д эт. which cover all continents. 

n contrast to his predecessor, Sir Michael Sandberg, 
Purves used the general meeting platform to communicate 
very specific trends: he made references to operations in 
Southeast Asia and Hongkong, as well as expressing concern 
over US subsidiary Marine Midland’s exposure to Brazil. He 
disclosed that Sandberg had received a substantial sum (be- 
lieved to be more than HK$10 million or US$1.28 million) as 
a bonus and in settlement of accrued leave entitlements. 

In future, bank shareholders registered in Britain will be 
entitled to receive their dividends in sterling — a mechanism 


bank directors say is intended to minimise transaction costs 
associated with conversion of dividend cheques from Hong- 
kong dollars. The overwhelming majority of Hongkong. 
Bank shareholders are registered in Hongkong. British 
shareholders form the second-largest group. r 
The bank has no immediate plans to extend the foreig 
currency dividend option ей Britain, prompting sugges- 
tions that the move could be designed to generate British i 


terest in the company; During an unsuccessful bid for control 
S 


of the Royal Bank of Scotland five years ago, Britain's Take- 


over Panel found the predominance of Hongkong sharehold- - 


ers a significant factor in countering the bank’s claims to a 


British identity. At that time, about 73% of shareholders 


were registered in Hongkong, with 20% registered in Britain 
and the remaining 7% spread around the world. : 

The bank does not allow access to its detailed share regis- 
ter, but the shareholding split is reliably believed to be 
broadly similar to the ratio applying in 1982. Increases in the- 
bank's capital of US$1.2 billion through a 1985 issue of per- 


petual floating rate notes and the current HK$3.3 billion - 
rights issue have been viewed widely as the precursor to | 
another attempt at acquiring a British clearing bank. No | 


target has yet been identified, but the bank has for some time 
openly acknowledged a desire to develop through acquisition 
a bigger interest in Europe. 


Another amendment to dividend policy will be a scrip di- 
vidend option, to take effect in time for this year's interim | 


distribution. Several Hongkong companies, including Swire 
Pacific and Jardine Matheson Holdings, pay dividends in the. 
form of scrip, with a cash option. The bank's system will be to 
pay dividends in cash, allowing shareholders to opt fora seri 

alternative. 


While none of the Purves initiatives can be described а 


revolutiona 
tinct impression of active management. 


The Essence Of Good Investment Is Applied Experience. 
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coupon below. 


PEC International Portfolio Fund And Hill Samuel Smaller Companies Trust 


T he PFC International Portfolio Fund is a unique investment concept bringing 
together some of the best funds and managers available in Hong Kong 
and offering three investment strategies. 


One of these, the Specialist Growth Fund, is invested in a wide range of 
international equities and has shown an increase of 12696* since launch in 


The Hill Samuel Smaller Companies Trust has contributed to this performance 
with a growth of 7996* over the same period. Hill Samuel has an outstanding 
performance record with a wide range of unit trusts and is one of the most highly 
respected investment groups. Hill Samuel, together with the PFC Specialist 
Growth Fund, believes in a combination of consistency and performance. 


To take advantage of this impressive blend of funds, complete and return the 


* Figures from Financial Times bid to bid. 
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| Returned to the market 


Sri Lanka moves to privatise inefficient state firms 


By Manik de Silva in Colombo 


xe Sri Lankan Government has pass- 
ed legislation enabling the privatisa- 
tion of state-owned companies and gov- 
ernment-owned business undertakings 
as part of its 1978 economic liberalisa- 
tion programme. But Finance Minister 
Ronnie de Mel assured parliament that 
the legislation now in place was not in- 
tended to destroy the public sector. 


. “We are not going to privatise every- 


thing. What has to be privatised will 
have to be carefully selected in due 
course," he said. De Mel said that many 
of the public-sector corporations are in 
“a sorry state" for which politicians are 
to blame. 

The programme of privatisation, in- 
cluding procedures and the selection of 
enterprises for privatisation, will have 
to be worked out by the government in 
consultation with various ministries and 
the Ministry of Finance and Planning, 
according to de Mel. The finance minis- 
try has already set up a special unit to 
coordinate these activities. 

The most numerous of four 
categories covering the country's nearly 
200 public enterprises is public corpora- 
tions, which are either established 
under special acts of parliament or in 
terms of general enabling statutes. Sec- 
ond are the government-owned busi- 
ness undertakings, private companies 
acquired under a business takeover 
act by the previous Communist- and 
Trotskyist- backed Sirima Bandara- 
naike government in 1971. 

The third category includes com- 
mercial enterprises long run by govern- 
ment departments, such as the railways 
and the posts and telecommunications 
department. Finally there are the gov- 
ernment-owned companies established 
under the Companies Act such as the 
national airline Air Lanka, where the 
government does not apply the same de- 
gree of supervision and control as it 


does over other kinds of public enter- 
prises. 

Government intervention in the 
economy began in the post-World War 
II and post-independence years, when 
the government found it necessary to 
control food distribution and get under 
way heavy industrial investments which 
the smallish indigenous private sector 
was unable to handle. 

The feeling that command of the 
economy should be in government 
hands furthered efforts to nationalise 
private-sector businesses, particularly 
in the 1960s and the early 1970s. The 
Bank of Ceylon, the country's lead- 
ing indigenously owned bank was 
nationalised and a second public-sector 
commercial bank was set up. Bus trans- 
port and port operations were 
nationalised, all insurance activity was 
taken over by government, and more 
importantly, the country's large plant- 
ation industry, then efficiently run by 
the private sector, was nationalised and 
handed over to two giant public corpo- 
rations. 

De Mel said that while it was possible 
to understand, at least on ideological 
grounds, the takeover of large-scale ac- 
tivities and industries, it is hard to 
fathom the logic for the takeover of a 
number of other trading ventures rang- 
ing from small tile factories to a Port 
restaurant selling buriyam (a Moghul 
rice dish) in a crowded city neighbour- 
hood. “There seemed to have been no 
pattern or rational policy on the basis of 
which these industries were selected for 
nationalisation. As a result the present 
government is saddled with a mixed bag 
of public enterprises," de Mel said. 

Total investment by government in 
the wide variety of public enterprises 
under its control was enormous and dif- 
ficult to quantify, de Mel told parlia- 
ment. The actual figures are difficult to 


establish because contributions to the 
capital of these corporations have been 
made in various ways over the years. 
They have not always been brought 
into account as government equity 
or government loans. Also, land and 
other valuable assets have been trans- 
ferred to them by the government and 
the true value of these assets have not 
always been reflected in the balance- 
sheets of the corporations concerned, 
he said. 

He added that the average annual re- 
turn of the “enormous” capital of the 
state enterprises has not been accu- 
rately assessed. Expert opinion was that 
the return on capital of state enterprises 
is a paltry 1.5% — “far less than the 
12% at which government borrows 
money from the public today.” Apart 
from not giving the government an 
adequate return, many of the large cor- 
porations are running up huge losses 
and have become a serious drain on the 
budget. 

e minister gave some telling 
examples: 
» A massive urea manufacturing plant 
built in the face of Treasury opposition 
at a cost of Rs 2 billion (US$69.8 mil- 
lion) had to be closed down last year 
after running annual losses of more than 
Rs 1 billion since start-up. 
» As a result of Air Lanka not being 
able to meet its debt-service obligations, 
the Treasury had to cough u 6 bil- 
lion in the last five years “only to repay 
its loans, not to cover up its losses.” 
> Similarly, Rs 2.5 billion had to be 
pea out of the budget to service the 
oans of a state-owned shipping corpo- 
ration. 
> Кѕ1.1 billion had to be paid to service 
the foreign loans of a once profitable ce- 
ment corporation which had over-ex- 
tended itself. 

De Mel said that the Treasury has so 
far shouldered Rs 15 billion in foreign 
commercial loans that public-sector 
borrowers could not repay. He said that 
in addition to the foreign loans, public 
enterprises owed billions of rupees to 
state-owned commercial banks. He was 
sceptical about their ability to ever 
repay some of these loans. 


tressing that many public enter- 

prises ran well under the 
stewardship of capable managers, de 
Mel explained that those that did not 
were saddled with problems stemming 
from under-capitalisation (Air Lanka, 
for example), outdated and inappro- 
priate technology, adverse price move- 
ments and unforeseen market changes. 
Some had over-extended themselves. 

But de Mel admitted that the main 
cause for the majority of those that have 
failed to operate successfully was poor 
management and excessive interference 
by government in their day-to-day af- 
fairs. Unattractive pay scales kept out 
competent managers, while the govern- 
ment has followed the tradition of ap- 
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ment positions in state enterprises. 


‘De Mel is conscious that one of the. 


y difficulties the government would 
counter is the pace of the privatisa- 
on programme. Capital markets in Sri 
anka are undeveloped and the total 
lume of investment funds available 
ithin the private sector is limited. Too 
y public enterprises offered for sale 
simultaneously would depress equity 
prices unrealistically and also divert pri- 
Ead investment from new enter- 


Another matter the government will 
е {о decide is the extent to which 
reign investors, particularly multi-na- 
nals, will be permitted to invest in the 
atised enterprises in Sri Lanka. De 
agrees that if current. political dis- 
irbances persist, there is unlikely to be 
ignificant foreign interest in investing 


“invited on a case-by-case basis. In all 





ever, if p 
picture is likely to НЙ and foreign 
investment in.the.state firms would be 





cases, de Mel expects, the government 
and/or Sri Lankan investors will retain 
majority interest in the companies. 

Colombo has already decided that a 
yet unselected foreign company will be 
allowed to take a minority interest in 
running the country's telecommunica- 
tions services. Britain's Cable and Wire- 
less and a number of Japanese com- 
panies have expressed interest. 

The government has also announc- 
ed already that it is divesting itself of 
its insurance monopoly and several 
companies, including Ceylon Tobacco, 
a subsidiary of British American 


Tobacco, are positioning themselves . 


for this business. In another step, the 
food department has bowed out of 











rice and sugar imports. 

zarate but related move, too, 

Presiden Jayewardene has said that the 

ceiling on private land ownership is 

being increased from the present 50 

acres for a family unit (husband, wife 

and children under 18 years old) to 100 

acres. The ceiling on ownership of 

house property has been abolished al- 
together. 

These measures will clearly attract 
opposition from some of Sri Lanka's 
leftist parties. The pace of privatisation 
would also be influenced by the current 
conflict in the north and east of the 
country, where minority Tamils are 
seeking a. separate state, and by ac- 
tivities of subversives in the south seek- 
ing to launch a new war on another 
flank. The legislation needed to: get 
privatisation under: way, however, is 





| now in place; how fast it will proceed i is 


not yet clear. 
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M ingapore is continuing to benefit 
w from improving business prospects 
mong some of its main trading 
rtners. Increased growth in Asean 
ау outweigh the effects on the island 
sluggish US economy this year. Al- 
ugh growth in the volume of mer- 
handise trade is likely to slow signifi- 
пу this year, Prime Minister Lee 
uan Yew said on 30 April that Singa- 
ore may exceed the government's ear- 
er forecast of 3-4% growth in gross 
omestic product for 1987, against a 
:9% expansion the previous year and a 
% contraction in 1985. The Singa- 
re International Chamber of Com- 
етсе” predicts that the city-state will 
‘grow by 4-4.5% this year and the Asian 
‘Development Bank foresees 5% GDP 
growth. 

. This optimism was reinforced by the 
act that the economy grew by 6.5% 
ear-ori-year in the first quarter of 1987, 
ith forecasts of 5% in the second. This 
ould not be difficult to achieve since 


6 were minus 3. 4% 


lonni in the rate of expansion in the 
latter six months of 1987 would not 
augur well for 1988. 

The surge in the trade sector is shown 
in the increase in general and bulk cargo 
handled, up by 10% to 7.52 million ton- 
nesin the first two months of 1987. Con- 
ruction will remain in the doldrums as 







ly weak. Improvements in activity will 

be generated externally, as they were 

last year. In. the tourism sector, the 

umber of visitors arriving in Singapore 
ed 12% in th 


ade extends the recovery . 
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Len were for the first. 


domestic demand is expected to be fair-. 





US$190 million higher than in January. 


1 рагі 


January alone, there 
was an 88.8% rise in 
visitors coming from 
Hongkong, compared 
with the same month 
last year. 

More important, the 
recovery of exports is 
accelerating. In the first 
quarter, exports rose by 
8.7% to $$12.38 billion 
(US$5.8 billion), com- 
pared with a 12.7% 
drop in the same period 
last year. Non-oil ex- 
ports jumped by 33% in 
the first quarter owing 
to strong demand 
abroad for computers 
and electronic com 
nents such as disk 
drives. Clothing and textile exports are ex- 
pected to rise this year by 10% to S$1.4 bil- 
lion. First-quarter non-oil domestic ex- 
ports to Europe climbed 54.6% , to Malay- 
sia, 32.6% and to Japan, 46.5%. 

The Singapore dollar has continued 
to weaken against European currencies 
and y; the yen with the result that 
the Oversea-Chinese Banking Corp. 
trade-weighted index has declined by 
3.496 since the beginning of the year. 
But there appears to be no sign of the 
authorities propping up the local cur- 
rency to prevent a further decline. Offi- 
cial foreign reserves continued to climb 
steadily in 1986, though at a slower rate 
than in the previous year. By December 
1986, they totalled US$12.95 billion, 















Finance Minister Richard Hu told. 
ent on23 Ма ch that ther e for 



















Note: Total exports $$51.06 billion, of which 
Asean $12.33 billion. 





the local currency was then “just about 
right. Е This view does not seem to be 
shared by the Interim 
= Committee of the In- 
ж ternational! Monetar 

_ Fund, whichmetthe fol- 
lowing month and 
"suggested. that all the 
Азап newly indus- 
> trialised countries —in- 

cluding: Singapore ^ — 
, Should nudge their cur- 
rencies. higher against 
the US dollar. In fact, 
between the бте of 
Hu’s remarks and 4 
Мау, the Singapore dol- 
"lar, on a trade-weight- 
ed basis, fell another 
< 1.8%. 
` The weaker cur- 
rency has had little ef- 
fect on domestic infla- 
емет тунун” ton. The consumer 
price index fell by 0.8% in the year to 
March; M2 money supply rose 1.1% in 
January and 12.1% over the past 12 
months. For what it is worth, the govern- 
ment is predicting a S$3.75 billion overall 
financial deficit in the year to April 1988. 
For fiscal 1986-87, Hu has said there 
would be a government deficit of $$3.22 
billion, but the actual figure is expected to 
be a surplus of $$516 million. 

One of the main pressure points in 
the economy is likely to be wages. Nomi- 
nal wages rose by only 0.7% last year, 
against 3% in 1985 апа 10% a year in 
1982-84. Lee said that employers should 
continue to restrain wage growth for the 
rest of the year. If job-hopping becomes 
a problem, Lee said, firms should work 
out flexible ways of ‘rewarding workers 
by means such as paying high 









































To Europe via FRA. 
And your goods move in good hands. 


Whatever it is you want to offer your Euro- 
pean friends, whether your goods are 
large orsmall-scale, there is no speedier or 
more reliable way to cross continents than 
the FRA way. In Frankfurt — Europe's No.1 
airfreight hub — you can rest assured that 
expert hands will handle your freight with 
deference. And with 230 flights from 
Frankfurt daily serving the European con- 
tinent, you can expect your goods to reach 
the right hands little more than 24 hours 
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FRA: Freight handling at its best 


after leaving yours. Through first-cla: 
FRA freight handling your European bu 
ness is effectively on the move tl 
moment your goods arrive. In commerci 
terms, you reap the rewards in good tim 


Please contact Flughafen Frankfurt Ma 
AG, D-6000 Frankfurt am Main 7 
Telex 414 959. Or our representative 
Hongkong: Mr. Paul Eidens, c/o ITS 
Telephone 5 — 8 92 13 21, Telex 8 3737. 


Flughafen 
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TAWANA RAMADA 
A GREAT NEW TEAM 





IN BANGKOK 


The Tawana's renowned Thai hospitality and Ramada's noted 
value combine to provide a memorable experience. 

Ideally located for business and pleasure the Tawana Ramada 
offers excellent accommodation, fine restaurants, comfortable bars, 


exciting disco and outdoor pool. 


It has a full service Business Centre and well equipped Keep Fit 


Centre with sauna. 


Come and enjoy. You will find that the smiles on our friendly, 


attentive staff will soon be on you too. 


* 


Tawana Ramada 
80 Surawongse Road, 

P.O. Box 1742 

Bangkok 10500 Thailand 
Telephone: 233-5160 

Telex: 81167 

Telefax: (662-02) 233-5714 
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INTERNATIONAL HOTELS 
CE or акшак сов 


For worldwide reservations, 
call your nearest Ramada hotel 
or reservations office 
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Travels 


With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 





At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
em Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin, 
General Sales Manager 
Far Eastem Economic Review, 
G.P.O. Box 160, 

Hong Kong. 
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Which copier 
fits best _ 
in your office? 


Out there somewhere, hidden among the dozens of 
different copiers available today, is one that fits with the 
needs of your office. = 
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that you begin your search at your Ricoh dealership. 

You'll discover that Ricoh copiers come in all sizes and 
shapes, and offer a wide range of impressive capabilities. 
They also bring you some of the industry's brightest 
and most reliable technology. And best of all, they're 
incredibly friendly to the people who use them. 

Innovations that make work easier and the office more 
efficient are abundant in Ricoh's world of copiers and es 
other advanced office products. 

That's why today, with so many copiers to choose from. 
it makes sense to consider Ricoh. THE FRIENDLIEST NAME 

Because when it comes to performance, value and IN OFFICE AUTOMATION. 
reliability, Ricoh copiers put it all together. 
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. 1986 Results 


Group profits increased by 12.4 per cent from 
HK$2,719 million to HK$3,056 million (us$348 
million to us$392 million). 

The trend of group profits for 1987 is encouraging 
and the Board expects to be able to declare an 
interim dividend of нк$0.12 and to recommend а 
final dividend of at least HK$0.25 on the increased 
capital. 

One-for-eight capitalisation issue. 

One-for-eight rights issue to raise HK$3,303 million 
and further strengthen the capital base. 


HK$3,200 in Анов 
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Published group profit 





Financial Highlights 





1985 1986 1986 

HK$ in Millions HK$ us$ 

3,627 Total group profit 4,075 523 
Attributable group 

2,719 profit 3,056 392 

21,882 Shareholders' funds 26,511 3,399 

545,610 Total assets 715,284 91,715 


HK$0.72 Earnings per share нк$0.81 0550. /0 
HK$0.38 Dividends per share Hk$0.41 0550.05 





Commercial banking 





Profits of Hang Seng Bank rose 12.8 per cent to 
HK$1,051 millions. 





The Hongkong and Shanghai Banking 





Copies of the 1986 Annual Report and Accounts are available from Group: Public Affairs Department. 
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Profits of Marine Midland Bank rose 15.8 per cent 
to us$145 million: Marine Midland has acquired 
Westchester Financial Services Corporation and 
has entered into an agreement to acquire First 
Pennsylvania Corporation. 

In November Hongkong Bank of Canada took 
over most of the assets and liabilities of the Bank 
of British Columbia. 

HongkongBank of Australia opened in February 
1986 and now has eight branches. 





Merchant banking & capital 
markets 





Profits of the Wardley Group rose 95 per cent to 
HK$177 million. 


James Capel & Co, the London-based 
stockbroking.company which became a wholly- 
owned subsidiary in 1986, doubled its profits. 
James Capel has been awarded a branch licence in 
Tokyo. 

During 1986 the parent Bank acquired from 
Marine Midland 51 per cent of the CM&M Group 
whose principal subsidiary, Carroll McEntee & 
McGinley, is a leading primary dealer in US 
government securities. 


<» 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 





Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East. * HongkongBank 
of Australia * Hongkong Bank of Canada 
Wardley * James Capel * CM & M 
Equator Bank 
Carlingford and Gibbs Insurance Groups 
Concord Leasing 





Fast decisions. Worldwide. 
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industrial plants 


the Swiss way 


We have planned, built and commis- 
sioned over 200 production plants 

for clients all over the world, Not just 
because we are familiar with the most 
up-to-date technologies. But because 
we are fypically Swiss in our working 
methods: conscious, precise, reliable 
and independent. 


By independent we mean that we 
are free to choose equipment vendors 
complying with our high demands 
for quality, safety, guarantees and deliv- 
ery deadlines, 


That's why we can assure clients 
that outputs will actually correspond to 
production targets. 


For 30 years, EMS has produced 
high quality synthetic fibres in Switzer- 
land, and has developed technologies 
to meet the demanding requirements 
of today's international market. 
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EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 





licensors – Engineers – Contractors 


EMS-INVENTA AG, CH-7013 Domat/Ems 
Telephone 081/36 0111, Telex 851 410 
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fors are great! 


“туе got a terrific ball! When dad told me it was made 
of plastic I didn't believe him. I haven't missed a goal 
since I got it. It puts up with all kinds of rough treatment - 
even my dog's teeth! All my friends are jealous. I really 
think that the people who made it are clever!’ 

That's true : the innovators of to-day are clever and 
Atochem's chemistry is here to help them. To help them 
to produce better and more reliable products and to meet 
the needs of to-day's high technology. 

Atochem has laboratories, research centres and 
production sites which by working in close collaboration 
with each other ensure successful products for the 
innovators. 

Atochem: The way forward for innovators. 


ATOCHEM in France and the world. 

- 10,000 employees plus. - Network spreading over 

– 35 productions plants in 97 countries on 5 continents. 
France and the world - Turnover: FF 20 billions 

- 4 research and - Main activity Sectors: 
development centres Basic chemicals, 

- l technical centre Fine and speciality 
{ingeneering) chemicals, Plastic materials 
















ATOCHEM 

Hong-Kong 

Tél. : 852 (3) 697.145 
Télex : 39712 HKATO HX 
Melbourne 

Tél. : 61 (3) 548.40.33 
Télex: 154171 ATOMEL AA 
Singapour 

Tel.: (65) 225.03.88 

Télex: 34502 ATOSEA RS 
Tokyo 

Tel.: 81 (3) 234.74.41 
Telex: 2325419 АТОСНМ J 
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Head office 

4, cours Michelet 

La Defense 10 - Cedex 42 

92091 Paris La Défense (France) 

Tel. (1) 49.00.8080 - Telex : ATO 611922 F 

















NRI INVESTMENTS BY CATEGORY 


(As on 31 January) 


Primary market equities 


86,156 


Source: Ministry of Finance. 


India reaps the dividend from its longtime export of workers 


An overseas harvest 


By Lincoln Kaye in Bombay 
О] Amid (һе general 

shoddiness and over- 
pricing of India's ex- 
port offerings, one 
commodity stands out 
ЗЛ for its quality and af- 
es =| fordability: people. 
EL For centuries, India 
has supplied the rest of the world with 
workers at all skill levels, from plum- 
bers and bricklayers to Nobel laureates. 
Many of these workers, once freed from 
India's Malthusian quagmire, acquired 
a taste for things foreign and settled 
abroad. 

India's loss was the rest of the 
world's gain. In the 1960s, economic 
nationalists, mena to redress the bal- 
ance, clamoured for reparations for 
Western raids on the Indian skills bank. 
When those were not forthcoming, New 
Delhi embarked on a more practical 
орке of wooing Non-Resident 
ndians (NRIs) and, more importantly, 
their money back to help the motherland. 

Assorted investment incentives dat- 
ing back to the mid-1970s were codified 
into a unitary NRI policy in 1981, and 
since then, the growth of overseas In- 
dians’ remittances has been dramatic. 
The 1985 ascension of Prime Minister 
Rajiv Gandhi, with his reformist 
rhetoric, gave NRI investment another 
boost. And the inflow — around Rs 11 
billion (US$873 million) a year — has 
hardly lost momentum, despite the fad- 
ing of Gandhi's charisma and the col- 
lapse of the once-bullish Bombay 
stockmarket. 

Today cash-strapped India relies on 
NRIs as a crucial source of hard cur- 
rency. Whether they are actually more 













"loyal" to the motherland than other 
foreign investors is debatable. Some, 
such as the Indian guest workers in the 
Middle East, may be, while others, like 
the Indian businessmen and profession- 
als in Western countries, may prove to 
be “fickle rate chasers,” in the words of 
a Bombay banker. But at least, as pri- 
vate individuals, they can be expected 
to respond to different imperatives than 
the multinationals and commercial 
banks that are India’s alternative 
sources of non-governmental foreign 
funding. “We're just diversifying our 
capital base the same as any other sound 
business,” explains A. Ghosh, deputy 

overnor of the Reserve Bank of India 
RBI, the central bank). 

The benefits of this diversification 
may not be so visible to the layman, 
since most of the NRI funds are merged 
into the RBI's foreign-exchange pool. 
Where NRI money cuts a higher profile 
— equity ploys, entrepreneurial ven- 
tures, “middleman” brokerage of trade 
deals — it often raises hackles. A Bom- 
bay businessman complains that “non- 
residents’ access to foreign bank credit 
and confidentiality, their preferred tax 
status and investment sops all amount to 
unfair M CS for their local busi- 
ness ventures. They're not playing on a 
level field." 


India's incentives: page 84 
Reverse flow: page 86 
British investment: page 88 
Smooth homecoming: page 89 
Investing in hi-tech: page 90 





The image of NRIs as a privileged 
class is enhanced by their conspicuous 
consumption. Nouveau riche overseas 
Indians cram Bombay's five-star hotels 
during the wedding season, the cool 
weather from October to March. Even 
blue-collar guest workers back from the 
Gulf build gaudy concrete villas in the 
rnidst of their mud-and-thatch native 
villages. Such displays breed resent- 
ment in some locals — and inspire 
others to lay their own emigration 
plans. A wide range of service profes- 
sionals has sprung up to cater to high- 
rolling NRIs — from travel agents and 
marriage brokers to  stockmarket 
tipsters and slick MBAs. Mutual funds 
managers and foreign bankers lead the 
pack. 


1 2:2 due to their efforts, NRI 
time deposits — the main avenue of 
NRI investment — have grown by about 
Rs 10 billion a year for the past three 
years, according to Citibank vice-presi- 
dent Samit Gosh, who heads his institu- 
tion’s NRI group from a swank chrome- 
and-glass private banking centre in 
Bombay’s Nariman Point. The other 
two coniponents of NRI investment, 
new share issues and secondary equity- 
market purchases, together account for 
barely a tenth of total non-resident capi- 
tal in India. All told, NRI assets stand at 
nearly Rs 86 billion. 

That is about 23% more than India’s 
total foreign-exchange reserves, over 
five times the country’s declared debt- 
service obligations in its last fiscal year, 
and roughly the same size as the 1985-86 
trade deficit (the latest reported) With 
terms of trade steadily worsening. some 

































































India from lapsing into a serious 
foreign-exchange crisis. Yet despite 
their contributions, NRIs come in 
for the recurring censure of politicians 
and the press. Lately it seems whenever 
there is a controversy, there isan NRI at 
: the centre of it. 
^. Predations like Swraj Paul's bid for 
Escort Motors and Delhi Cloth Mills 
; (REVIEW, 31 July '86), or Manu Chhab- 
rias takeover of Shaw Wallace 
(REVIEW, 1 Jan.), incite corporate jin- 
oism. Investigations into the finances 
f. Aden-returnee Dhirubhai Ambani 
(REVIEW, 28 Aug. '86) and the Swiss- 
based brother of  actor/politician 
.mitabh Bachchan boomeranged in the 
Fairfax scandal (REVIEW, 9 Apr.). And 
‘rumours persist linking London's Hun- 
duja nm with kick-backs on arms 
; deals (REVIEW, 30 Apr.). 
;S In reaction to these attitudes, NRIs 
feel they deserve a warmer welcome in 
India, reflecting the economic benefits 
_ they have brought to the country. When 
-NRIs visit their homeland, they want to 
Бе able to bring in their personal effects. 
"without humiliating customs searches 
that often end up in a choice between 
paying swingeing bribes or confiscatory 
duties. They would also like the right to 
buy extra country dacha’s (currently 
NRIs who have taken foreign citizen- 
ship are restricted to one residential 
yroperty in India). And to keep them- 
selves in the style to which they have 
"grown accustomed, they want preferred 
access to such rationed amenities as 
telephones and cars. 
" Most of all, they want an om- 
budsman to steer their investment ap- 
pranon through India’s notorious 
ureaucratic obstacle course. That task 
calls for nothing short of an NRI par- 
liamentary constituency, some argue, 
or even a separate central government 
ministry for overseas Indian affairs. Not 
incidentally, such institutions would 
provide sinecures for NRI power brok- 
ers. The Indian diaspora has thrown up 
more than its share of politicos — peo- 
le like British Labour Party MP Praful 
atel or Kamal Dandona of the Indian 
National Congress of America. 

"The overseas Indian lobby turned 
out in force at a recent NRI convention 
in New Delhi to press these demands. 
Even divine backing was adduced by 
some NRI swamis. Locals remain un- 
convinced. The NRI charter amounts to 
a call for "representation without tax- 
ation," according to sociologist Jagdish 
Bhagvati. Newspaper editorialists de- 
cried overseas Indian presumptions as 
just one more sign that the NRIs are 
evolving into a privileged class within 
India. Ordinary Indians need no news- 
paper to tell them that. 

Erstwhile neighbours showing off on 
their visits home from overseas make 
the point clearly enough. One such role 
model can be enough to send many of 
the most employable workers in a vil- 
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argue, NRI funds are all that keep 








lage packing for jobs abroad. This chain 


reaction also helps explain why many of 
the NRIs in a particular country often 
hail from the same part of India. 

Thus Tamils and Keralites dominate 
the Indian communities in Malaysia and 
Singapore, while Gujaratis prevail in 
Britain, East Africa and the Gulf. 
(Kerala has also dispatched more than 
its proportional share of Gulf guest 
workers, as have Andhra Pradesh and 
Punjab to a lesser extent.) In Hongkong, 
it is the Sindhi Hindus (who left their 
parched homeland when it joined Pakis- 
tan after Partition). To provide them 
with a haven after Hongkong falls under 
Peking control in 1997, New Delhi is 
even considering a Sindhi proposal to 
convert one of the primitive Nicobar Is- 
lands in the Bay of Bengal into a 
freewheeling tax-haven-cum-free port 
(REVIEW, 31 July '86). 


S indhis also predominate in the minus- 
cule Indian communities of other 
East Asian countries like Indonesia and 
Taiwan. North American NRIs, mostly 
professionals who emigrated as stu- 
dents, are drawn from all the states of 
India. 

No matter what part of the world it 
comes from, overseas Indian money sits 
firmly in the assets column of official ac- 
counting. NRI deposits are rolled into 
foreign-exchange reserves without any 
offsetting item to indicate an external 
obligation. They figure in the capital ac- 
count, according to RBI executive di- 
rector T. N. A. Iyer, but are not recog- 
nised as part of the debt-service burden. 


Otherwise, India's debt-service ratio 















would come out considerably higher than 
the declared level of 17%. How high can 
only be guessed, as RBI keeps secret the 
term structure of NRI deposits. 

The effect would presumably be 
dramatic, though, since the deposit 
rates for NRI funds are pegged at 0.75-2 
percentage points. over the London 
inter-bank offered rate (Libor), consid 
etably higher than the cost, of commer- 
cial credit, let alone concessionary aid. 
Exchange-rate risk, which the RBI as- 
sumes for sterling- and dollar-denomi- 
nated deposits, make the NRI balances 
costlier still in the face of creeping rupee 
devaluation. The RBI does what it can 
through its overseas investments to 
offset the exchange losses, according to 
Iyer. 

There is exchange risk, of course, in 
foreign aid and Euro-loan obligations, 
too. But at least these are used mostly to 
finance export-generating or import- 
substituting capital investment, and so 
offset themselves with hard-currency 
earnings or savings. NRI deposits in the 
commercial banks, on the other hand, 
are swapped with the RBI for rupees, 
which the banks then on-lend to domes- 
tic customers: effectively financing 
rupee assets with hard-currency loans. 

And they are loans that fall due all 
too soon: NRI deposits are limited to a 
maximum of three years — relatively 
short-term, compared to Euro-debt. Ifa 
significant proportion: of them were 
withdrawn at term, India's current ac- 
count would deteriorate dramatically. 
But it is unrealistic to calculate the re- 














“payment of these deposits as a debt-ser- 
vice obligation, officials argue, as ex- 

“perience shows they are renewed and 
even augmented at term. 

That could change, however. Boom 
times are over in the Middle East, 
where Indian guest workers have been 
the main targets of banks' deposit-gar- 
nering efforts. These workers repre- 
sented easy pickings for the banks: fi- 
nancially unsophisticated, bound to 
come home to India sooner or later, 
eager simply to amass a nest egg. Shys- 
ters found them an easy mark, as well, 
for bogus new share issues in the 1985 
equity binge. 

But sad experience and straitened 
circumstances have made the guest 
workers wary. Even sound new scrip 
finds few takers in the Gulf nowadays, 
as recent issues have shown. Bank de- 
posits continue to rise, but this, too, 
could prove to be a final swansong be- 
fore the decline. That is what has al- 
ready happened in neighbouring Pakis- 
tan, whose marginally more expensive 
workers felt the pinch of Middle East 
labour cutbacks earlier. Karachi bank- 
ers theorise that the guest workers sent 
home one last wave of remittances be- 
fore themselves returning to Pakistan. 
The same could happen to India. 


I a slump in NRI balances is to be 
avoided, India's bankers and bureau- 
crats have a tougher marketing job cut 
out for them than before. As the Indian 
diaspora's centre of gravity shifts west- 
ward from the Gulf to London and 
North America, the targeted investors 








become more demanding. Mere spread 
over Libor — which could prove hard to 
maintain, anyway, if world interest 
rates rebound — may no longer be 
enough to attract new NRI depositors. 

For one thing, up-scale NRIs could 
require a wider currency choice than the 
current menu of US dollars, sterling or 
rupee deposits. Those living in places 
like Canada, Australia or the Far East 
would like their assets denominated in 
something closer to their home cur- 
rency. If the RBI itself will not ppovide 
more options, commercial banks could 
offer forward currency cover as part of 
their NRI deposit-marketing efforts, 
Gosh suggests. 

In capital markets NRIs could go in 
for more mutual-fund products. The 












INDIA'S DEPOSIT MOUNTAIN 


Note: Rupee denominated account includes accrued interest. 
Source: Ministry of Finance, economic survey. 











































government-backed Unit Trust of Indi 
floated £75 million (US$125.4 million) 
worth of shares in a closed-end India. 
Fund last year (REVIEW, 7 Aug. '86 
and the State Bank of India (SB 
plans a similar offering soon. Private- 
sector mutual funds, though, have 
so far been limited to the US$25 mi 
lion venture-capital fund recently 
launched by Grindlays Bank (REVIEW, 
30 Apr.). 
"There's plenty of appetite for 
another private fund," according to A jit 
Dayal, an investment adviser to indus- 
trialist Ashok Birla. “One that deals in 
mainline, rather than venture shares 
and trades its portfolio more active 
than a government institution ca 
An open-end fund could mount a more 
sustained marketing effort, 
too.” Birla has been trying 
to set up such a fund in as 
sociation with London me 
chant bankers Samuel Магбиг 
since 1983, but the applica 
tion remains stalled in Ne 
Delhi. 
Foreign banks and insurance 
companies, eager for Indian 
equity, if only for its scarci 
value, seize on the two existing 
mutual funds as a window of di- 
rect investment on the Bombay. 
bourse. The funds are incotpo- 
rated as NRI companies, onl 
60% of whose equity is require: 
by regulations to be held by 
overseas Indians, And, with 
cross-holdings by, NRI cor 
panies, the actual proporti 
equity in foreign hands could 
even higher than the allotted 40%. 
is what happened to the Unit Trust's 
India Fund, according to brokeragi 
sources, though lyer maintains that the 
RBI strictly monitors the make-up ої. 
NRI holding companies to prevent such 
abuses. ; 
Mutual funds offer a relatively 
sanitised vehicle for NRIs to participa’ 
in India's equity casino. So would in- 
vestment advisory accounts offered by 
foreign banks, suggests Grindlays Bank 
manager Smita Patel, who is working on 
such a service to be launched within th 
year. A similar product is on the boards 
at SBI's capital-markets group. These 
accounts will offer the international 
brand-name respectability of a mutual 
fund plus a good deal more customised 
portfolio-tailoring. 
Bank advisory services may inject 
some life into the moribund "portfolio 
investment" scheme, which has so far. 
been the least successful of the RBIs: 
facilities for overseas Indians. New: 
share issues account for nearly 9% of . 
NRI balances in India, but direct. 
portfolio investment in already-listed 
counters comprises less than 1%. NRIs- 
are put off by distance, balky communi- 
cations and the unsavoury reputation of 
some local dalals (brokers). 
They also chafe under anti-takeover 
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regulations limiting secondary market 
stock purchases by an individual NRI to 
a 1% stake in a given company and all 
overseas Indians to an aggregate 5% 
stake. Regulatory action is pending ona 
bid to raise the aggregate limit, subject 
to the target company’s approval, to 
24% (just short of the stake required to 
change corporate by-laws). The sticking 
points are whether the incremental NRI 
shares should enjoy voting rights and be 
repatriable offshore. 

With NRIs coming from varied 
backgrounds and settled in diverse host 
countries, different NRI communities 
naturally face very different investment 
options both at home and abroad. No 
surprise, then, that they require varying 
sorts of blandishments to get them to 
commit money to the motherland. New 
Delhi, though, denies that shifting NRI 
demographics pose much of a market- 
ing problem. 

A Finance Ministry official maintains 


that “we're not out to ‘sell’ investment. 
We simply offer these programmes as a 
courtesy to NRIs. Whether or not they 
avail themselves is their affair.” But 
India has already come to rely on over- 
seas Indian funds as a component of re- 
serves, the official concedes. So if NRI 
balances should fall outside of a certain 
range, the government would take 
action, presumably with interest-rate 
adjustments rather than active market- 
ing. 


Кешу for India’s hard-currency re- 
serves, foreign banks, whose domes- 
tic deposit garnering is constrained by 
limited branch networks, eagerly court 
NRI deposits to inject liquidity into 
their Indian balance-sheets. “They do 
our canvassing for us,” says Ghosh 
at the RBI. Previously, when Gulf 
workers comprised the main source of 
deposits, Indian banks like SBI or 
the Bank of Baroda could corner the 


The reverse flow in 


US technology 


Nayan Chanda in Washington 
T | Nothing better illus- 
trates India's loss of 


kid the rest of the world 

va than the success of In- 
14! dian emigrants in the 
"AUS, where they are 
M among the most edu- 
cated and wealthy of the Asian commu- 
nities. Although changes in India in re- 
cent years have enhanced the potential 
for a return flow of expertise and tech- 
nology, very little has been ac- 
complished so far. 

According to an estimate by the In- 
dian Embassy in Washington, there are 
700,000 people of Indian origin in the 
US — a majority of whom have US na- 
tionality. While other estimates put the 
figures somewhat lower, there is little 
question that professionally and finan- 
cially they are one of the most successful 
Asian immigrant groups. 

Two Indian-born US scientists, Har 
Govind Khurana and Chan- 
drasekhar, have won the Nobel Prize 
for medicine and science respectively. 
Indian-born Raj Reddy heads the Ame- 
rican Association for Artificial Intelli- 
gence; Narendra Karmakar of Bell 
Laboratories has revolutionised com- 
puter programming; microbiologist 
Ananda Chakravarty has patented a 
bacteria created by genetic engineering 
that digests petroleum and clears oil 
spills; Sankar Chatterjee has discovered 
evidence to prove that birds evolved 
from dinosaurs; Sirjang Lal Tandon has 
founded one of the leading computer 
companies in the US. Many other In- 


dian scientists and engineers hold top 
jobs in research establishments and in 
the hi-tech industry in the US. One out 
of 20 physicians are of Indian origin. 

Indian immigrants as a whole have 
made a mark by their educational and 
economic accomplishments. While less 
than 20% of all US residents hold col- 
lege degrees, some 78% of male and 
52% of female Indian immigrants have 
such qualifications. According to the 
1980 census, the average annual house- 
hold income of Indians in the US was 
US$25,644 compared to the US na- 
tional average of US$16,841. 

One result of the relative prosperity 
of the Indians has been a steadily grow- 
ing flow of remittances sent to their rela- 
tives in India. According to an estimate 


market by offering extensive village- 
level branch networks for remittan- 
ces back home. But in the search for 
more sophisticated depositors, foreign 
banks' service standards give them an 
edge. 

With local lending rates running 
nearly 7 percentage points higher than 
the NRI deposit rates, some banks have 
even found it worthwhile to advance 
NRIs hard currency abroad to deposit in 
India. The NRIs can use the deposits to 
collateralise new loans, which in turn 
could pyramid more deposits ad in- 
finitum. The practice violates RBI regu- 
lations, Iyer points out, since if it be- 
came too iio diem it could place 
India in thrall to foreign bankers just as 
much as would straight commercial 
credit. Nevertheless, “I've been ap- 
proached 20 times over by guys like 
that," Pee Bombay currency broker 
Jamal Mecklai. “Seems the banks and 


the customer just split the difference on 


by economist Manoranjan Dutt of Rut- 
gers University, remittances to India in 
1985 amounted to around US$125 mil- 
lion. Investment by US-based Indians in 
non-resident external accounts, he says, 
has been disappointingly small. 
However, until the early 1980s India 
received very little return in terms of 
technology from its highly skilled com- 
patriots in the US. One of the principal 
reasons seems to have been the same 
situation that initially drove them to 
leave the country — lack of opportu- 
nity. While many of the 13-14,000 stu- 
dents who come to the US for higher 
studies never return because salaries 
and working conditions do not match 
their expectations, many qualified and 
established scientists, doctors and en- 
ineers have left for better facilities, 
nding and remuneration. 


«үү cannot expect most of these 
well-established Indians to re- 
turn to India unless conditions there im- 
prove,” concedes an Indian official, 


"| pointing to bureaucratic red tape, poor 


working conditions and drastically 
lower income. Technically qualified 
people cannot expect to get even a tenth 
of the salary they earn in the US. 

An interesting example of such im- 
migrants is Tandon who had returned to 
India from the US after finishing his 
studies in computer sciences and busi- 
ness management. But unable to find a 
suitable job he returned to the US and 
with capital of US$7,000 he set up in 
1975 a operation to produce magnetic 
recorders. Last year, Tandon Corp. had 
total sales of US$214 million. His US 
success and changes in the Indian scene 
in recent years have combined to take 
Tandon back to India. Now a facility in 
Bombay produces disk drives and com- 
puter components for assembly in 
Singapore. 

However, the official says that in- 












the interest rate arbitrage and every- 
| body's happy.” 
САШО this creates a window for re- 
; Cycling “black” money. Major commer- 
|. cial houses and well-heeled professional 
families find it useful to straddle bor- 
ders, with some members at large in 
- free-wheeling offshore currency and 
credit environments while the others 
enjoy access to India’s protected mar- 
kets. Even high-profile national figures 
like Bachchan retain overseas family 
links. Political parties, too, аге 
rumoured to rely increasingly on NRI 
backers either directly to fund campaign 
warchests or to launder donations from 
Indian benefactors. ' 








N ot only the finances, but also the value 
; systems of India’s elite and NRIs 

are intertwined. A diplomat with China 
experience points. out that “nobody 
here would ever make an issue of ‘spirit- 
ual pollution’ — it’s already an estab- 


















creased effort by the Indian Gov- 
ernment: to lure talent back to 
India and the advancing age of 
first-generation immigrants іп 
the US may create better condi- 
tions. Indian professionals who 
came here in the 1960s and are 
hearing retirement age are show- 
ing an interest in returning to 
their birthplace for social and cul- 
tural reasons and to undertake 
new work, often setting up re- 
search and development com- 
panies. 

Since assassinated premier In- 
dira Gandhi's visit to the: US in 


lished fact. We are of one mind with the 


{indians residing abroad, as of 1 Jan 


NRIs on everything from liberal demo- 
cracy to consumerism. But, where Pe- 
king and the Overseas Chinese are at 
least agreed on the need for economic 
reform, here we are still on guard 
against ‘commercial pollution’ from the 
West.” 

This ambivalence underlies New 
Delhi’s fundamentally contradictory 
approach to NRIs and foreign invest- 
ment in general. On the one hand, India 
is. professedly eager for foreign ex- 
change, entrepreneurial talent, a “re- 
sults-oriented" work ethnic and hi-tech 
know-how. But at the same time, pow- 
erful interests are vested in shielded 
domestic industry and the laggard 
bureaucracy. Ideologically, the country 
stands ready to accept a slower develop- 
ment timetable in order to keep itself 
pristine. With so many hungry mouths 
to feed, supply-side economics get short 
shrift. The policy focus must be on allo- 













cation, rather than generation, of 
come. And in a cash-poor coun 
where almost everything is scarce, 
tioning must be by inconvenience rathe 
than price. — | 
Not the sort of place, in short, wher 
cosmopolitan yuppies and businessm 
would ordinarily choose to put. 
money, whatever their еф 
background. So why do NRIs k 
building up deposits and lookin 
new investment vehicles? High im 
mediate returns and even higher pote 
tial, says Gosh, But it is also a mat 
feeling: not so much sentimental; 
ment, he explains, as sheer fam 
with the quiddities of the Indian 
ness environment. i 
This tends to fade when an NR 
family rounds on its second generatio 
overseas, he concedes. But never mit 
“Conditions here will continue to thro 
off a new crop of NRIs to replace th 
ones that lose touch with India.” 
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1983, New Delhi has taken increas- 
ing interest in tapping the capital 
and technical expertise of Indians 
in the US. With the considerable 
“improvement in atmosphere be- 
tween the two countries following 
the visit by Rajiv Gandhi in.1985, 
increasing technology transfer at 
government-to-government level and 
liberalisation of the Indian economy, 
US-based Indians have shown some in- 
terest in taking part in developments in 
their homeland. That desire, however, 
translates more into helping joint ven- 
tures between their US employers and 
Indian organisations than in. returning 
home. T 
An Indian Embassy official says 
that the embassy receives ап average 
of 250 applications a year for scienti- 
fic and. technical.jobs in India from 
ethnic Indian US residents — which is a 
minute number. Since 1984 an Indo-US 
joint scientific group set up by New 
elhi has engaged in head-hunting in 
selective fields such as bio-technology 
гапа micro-electronics with. limited suc- 
cess. In 1985 the group launched a search 
for Indian specialists. in. aeronautics. 
Sources say that 30 were recruited — 
mostly young but a few middle-aged en- 
gineers including a 









nior official from. | 














Total NRI 
population 


specialists are salaried employees rather 
than entrepreneurs, technology trans- 
fer from NRIs takes place essentially 
in service and specialist knowledge 
rather than in capital and equipment. 
One US official points out that a unique 
feature of the Indian immigrants is 
that they are in fairly. important posi- 
tionsin many hi-tech firms. When nego- 
tiating for joint ventures with India, they 
can serve as what he calls a "cultural 
interface" between US and Indian com- 
panies. 


A’ example of this kind of facilitator 
is Lalatendu Mohapatra, who has 
worked for many years as a computer 
consultant for US companies and re- 
cently set up India’s first home-com- 
puter plant in Bhubaneshwar in Orissa. 
While initially the plant will assemble 


‘parks in Nilgiris.and. Hyderabad. The 


















































personal computers under licence 
the Commodore Corp., the compan 
hopes to produce most of the com 
nents within a few years. "We. 
plenty of qualified people in India, 
says Mohapatra, explaining why. n 
US-trained engineer is going to work | 
the venture. ; 
There are, however, some successit 
Indian scientists who-have moved 
entrepreneurship. — Artificial . inte 
gence specialist Reddy, together wit 
Raj Gopal, have set up a hi-tech eoi 
pany іп Pittsburgh — [п 
Technologies Inc. The company 
undertaken a joint venture with th 
dian Government to set up technolo, 


have also been contracted Бу New Dell 
for five years to develop a softwar 
training programme. Another US. 
based Indian entrepreneur, Chara 
Sing Lohara, has set up in Chandig. 
to develop networking software for in 
ternational telecommunications. |. 
Few of the 25,000 Indian physiciar 
їп the US, one of the highest inco. 
groups among professionals, woul 
choose to return. to India. But their: 
sire to help India while gaining prof. 
sionally has found an outlet in a pro 
ramme called Continuing . Med 
ducation started in 1984. Under a 
rangement with the Medical Counci 
India, teams of top medical special 
travel to India to participate in semina: 
with Indian counterparts to share up- 
date information in their special field: 
This enables doctors in India to keep 
touch with medical advances on a reg 
ular basis. So far five such seminar 
have been held in fields such as neural- 
ogy, pediatrics, orthopaedics and 
ophthalmology. Dr. Navin. Shah, ап o 
ganiser of the US-based Indian phys 
cians, told the REVIEW that aed ы to 
plan, by 1990, 20 seminars on different 














Commodore. 64 and. IBM-compatible | specialities will be held each year. 


Britain’s NRI firms 
wait for tax breaks 


By James Bartholomew in London 

ч "|The incentives for 

|NRIs introduced in 

1981 have caused 

a major increase in 

money invested in 

India by NRIs in Bri- 

m tain. But the money 

EL ASSACE E invested is, accord- 

ing to one Indian Government official, 

"peanuts" compared to what it could 
be. 

NRIs in Britain are increasingly 
Se rk and widely seen to be suc- 
cessful in business. Recently there was 
a TV programme on the number of 
sterling millionaires of Indian origin 
- with the name “Patel.” This is a mea- 
sure of how many Indians in Britain 
have succeeded. 

They have also become better 
known.  Arunbhai Patel achieved 
nationwide publicity when he bought up 
one of the largest national newsagent 
chains and bid £300 million to buy 
another. It is to tap the wealth and ex- 
pertise of people like this that the NRI 
incentives were revamped. 

As a result, the volume of invest- 
ment by such entrepreneurs back into 
India has dramatically increased. But 
the majority commit only a fraction of 
what they would like to invest. The well- 
established problems of investment in 
India still counterbalance the incen- 
tives. 

“Encouraging, certainly," said one 
naing figure among London’s Indian 
elite about the incentives, “but in over- 
all terms, investment conditions in India 
are still not competitive. Non-Resident 
Indians have opportunities everywhere 
so they will compare [the options] in a 
cold-blooded way." ' 

Two complaints about NRI invest- 
ment in India surface with regular 
monotony: the first is the level of tax- 
ation, the second is the amount of red 
tape. 

Although Indian tax on NRI indi- 
viduals is comparatively light, corpora- 
tion tax remains heavy. The preferential 
treatment for individuals means the big- 
ger of the two possible sources of funds 
is the less encouraged. 

In addition to high taxes on the pro- 
fits of Indian subsidiaries, corporations 
face a 25% withholding tax on di- 
vidends. NRI corporations also find 
onerous the 40% capital-gains tax com- 
pared to only 20% for non-resident indi- 
viduals. 

The second major concern about in- 
vestment in India is the amount of 
bureaucracy surrounding investment. 
Nathu Puri, whose businesses in Britain 
include carpets, paper, engineering, 


construction and plastics, says that 
sometimes an Indian Government offi- 
cial will say to him: “Do not worry about 
the red tape, I will sort it out for you.” 
When offered such assurances, Puri re- 
plies: “What you have just said stops me 
going ahead. I should not need you to 
sort it out for me. I should be free to get 
on with the job of running a business 
without your help.” 

Another leading Indian business- 
man, while approving of the way the 
Gandhi administration has reduced the 
levels of administration, says “reducing 
the number of levels is not adequate. 
The whole machinery has got to be 


made market machinery, not govern- 
ment machinery.” 

NRIs want to see free-market 
olicies taken a lot further. Attitudes in 
ndia are changing only slowly as Swraj 

Paul, one of the most prominent Indians 
in Britain with diverse businesses which 
include consumer electronic goods and 
steel, found out to his cost. 

In 1983, Paul responded to the new 
incentives available to NRIs and bought 
minority shareholdings in two com- 
panies: Escorts, an engineering com- 
pany, and DCM, which has expanded 
from textiles into areas such as electro- 
nics and motors. At one time, Paul's in- 
vestments in these companies was val- 
ued at US$13 million. 

But his investment was not welcome. 
The managements of the two companies 
felt under threat. Their own sharehold- 








ings in these companies were relatively 
small. They feared that Paul might be 
able to get rid of them. Such fears 
among directors would be normal any- 
where in the world, but what was 
slightly different in India was the at- 
titude of the press, business and govern- 
ment. 

Some people felt that the existing di- 
rectors of these companies had every 
right to go on managing these com- 
panies regardless of who owned most 
shares in the company. In part, this was 
due to campaigning by business in- 
terests who did not want this first raid on 
Indian companies to lead to more. In 
part it was due to a lack of belief in free- 
market economics. In part it was due to 
allegations that NRIs were using their 
investment privileges to launder black 
money. 

In this atmosphere of opposition, the 
boards of these companies were bold 
enough to refuse to register the shares 
bought by Paul. The process of going 
through the courts to establish his right 
to have his shares registered took. Paul 
several years. But he then faced the 
prospect of having to go to the courts 
again to enforce his rights. At this point 
he decided to accept offers from the 
controlling families of the two com- 
panies for his shares. He accepted a loss 
on his investments and still, he says, he 
has not been fully paid. 

Paul's has been the most public and 
the most bitter experience. It doubt- 
less has deterred other NRIs from en- 
tering the corporate fray in India. It 
also resulted in a retreat from the free- 
dom initially granted to NRIs. The gov- 
ernment thereafter restricted the 
cumulative shareholding which NRIs 
could acquire in existing Indian com- 
panies to 5%. 


| n view of the tax, red tape and lack of a 
free-market ethos in Indian society, 
the wonder is that NRIs invest in India 
at all. 

One reason is sentiment. Despite the 
"cold-blooded" comparisons with o 
ро elsewhere, many NRIs still 

ave relatives in India who they visit. 
These visits may give rise to knowledge 
of business opportunities. They are in- 
vesting in their roots. 

Another explanation for NRI invest- 
ment in India is the laundering of black 
money. Paul and others, while denying 
any involvement on their part, readily 
agree that unnamed third parties are in- 
volved in the practice. It works like a 
merry-go-round: black money is illeg- 
ally exported and transferred into the 
hands of a relative abroad who is an 
NRI. The NRI invests the money in his 
own name in India. The shares acquired 
are then transferred, tax-free, into the 
hands of the resident who had the black 
money in the first place. 

A further reason for NRI investment 
in India relates to non-resident bank de- 
posits. India offers non-residents an 









te on foreign 

posits. Whereas most of the so-called 
ntives could more properly be call- 

“reduction in disincentives” (such 
he permission for non-residents to 
% of a new Indian business) the 
-rate premium has attracted 
ge sums of money. 
But the most important reason why 
NRIs persist in investing in India is that 


pecially high 
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“one can find a good formula. Despite 
years of high taxes and over-govern- 
ment, direct investment in new projects 
in the. right business can make a great 
deal of money. One of these "right busi- 
nesses" wás set up three to four years 
аро by the Lalvani brothers. 

The Lalvani brothers have: made 
their name in Britain through a com- 
pany called Binatone which makes con- 
sumer electronic goods. Soon after the 
4 new lawsallowing non-residents to own 

100% of new ventures became effec- 
tive, they put US$1 million equity into a 
a colour-TV factory in India. Another 
US$3 million was borrowed from local 
institutions. With their existing exper- 
tise in making colour TV sets and the 
bar on imports of these products from 
:other countries, the Lalvanis were able 
to make profits within 12 months. They 
are now the. second biggest manufac- 
turer of colour TV sets in India and 
plan further expansion. They also plan 
to invest another US$5 million in 
another sector which they do not wish to 
name... 

According to Gulu Lalvani, "to:suc- 
ceed in India, the top man has to be 
there." In his case, his brother is living 
in India almost full. time. This means 
that problems which arise сап бе dealt 
with immediately and at top. level — 
something that it is particularly impor- 
tant in dealing with the bureaucracy: 
Lalvani says that in other countries such 
as Taiwan and Hongkong, his family 

: сап leave its interests to professional 
managers. But in India, the owner must 
beon the spot. 


tactic is. generally to back an entre- 
preneur in whom he has confidence and 





has {һе same advantage of a highly 
motivated owner managing it. But at 
the same time, Puri himself. is-able.to 











ing businesses. Гог: Рогі, the crucial 
| thing'is to find: the right local entre- 
preneur. © © e 

Unfortunately, finding; the right 
‚ business or the right partner is not easy 
for NRIs, who are often out of touch 
with local conditions. “What company 
in India should I buy into?” is a question 
frequently asked of K. P. Singh, the di- 
rector of the Indian Investment Centre 
in London..He replies: “You might as 









uitable ventures or partners cannot be 


ought off the shelf. 





the business opportunities are good if. 


Рогге view is subtly different. His | 
_ then leave him to get on with it. Thus, | 


the enterprise. in which Puri invests 


stay in Britain and. look after his exist- | 


well ask. rhe. who you should marry.” | 








By Lincoin Kaye in Hyderabad 


Times have changed 
since Moin Nawaz 
Khan, as a schoolboy 
in the Raj-era prince- 
ly state of Hyderabad, 
donated his small 
change to aid needy 
fellow Muslims in the 
e old courtly elite, cut 
off by land reforms from their feudal- 
revenue bases in coastal Andhra’s green 
belt, have had to find a new economic 
footing as professionals, both in India 
and in.the US (where many went to 
study). Their erstwhile retainers, the 
clerks and artisans.of Hyderabad, have 
gone off to the Middle East to serve 
the once-penurious Arabs. Khan, who 
is пом managing director of a state- 
run employment:training agency, runs 
programmes to prime blue-collar work- 
ers for Gulf jobs. Graduates are a 
lot harder to place these days, he ad- 
mits. | ; 

At the peak of the oil boom, Andhra 
Pradesh supplied nearly.a sixth of the 
Indian workforce in the Middle East, 
second only to the west coast state of 
‘Kerala; The experience in Kerala with 
“returning guest workers has been less 
than: happy: with largely blue-collar 
workers coming back to an area where 
rural land is almost unobtainable; earn- 
-ings have largely frittered away.on 
flashy’ villa 
ductions, lea them scant means to 
meet their. raised income expectations 
after.coming home. Andhra looks bet- 
ter placed to absorb its returning NRIs 
and channel their money into produc- 
tive investment. 

Part of the credit goes to the state 
government, which streamlines proce- 
dures, administers incentives and coor- 
dinates co-financing through its Andhra 
Pradesh Non-Resident Indian Invest- 
ment Corp. (Anrich). Such help can be 
crucial in setting up companies like 
Natco Fine» Pharmaceuticals, India's 
sole: producer of time-release granule 
drug capsules. According to managing 
director Chowdary V. Nannapaneni: 
“Га need to bring US$1 million of my 
own to start a business like this in 
America," where he spent 10 grim 
years as a part-time graduate student 
































and- part-time commercial research’ 


chemist. ME 

Out of Natco's Rs 3.5 million project 
cost; the NRI contribution amounted to 
only: Rs 500,000, according to Anrich 
figures. Roughly the same proportion of 
NRI contributions holds for the rest of 
the Rs 194 billion worth of already-com- 
missioned Anrich projects, the Rs 3.6 
trillion worth th in the works and 








Smoothing the way for 
homecoming funds 


d low-grade movie pros 





"with a shift from the barren Decca 

















the Rs 2.3 trillion still awaiting ce 
government clearance. ` 
But government aid cannot tell thi 
whole tale. Other states offer NRIs 
similar blandishments with much. 
dramatic results. True, Andhra enjoys 
few special advantages in attracting: 
vestment: a central location ins 
India, generally stable water and el 
tricity “supplies (notwithstanding. t 
drought and power cuts currently 
ting Hyderabad), and. relative 1 
peace. But the decisive difference coi 
lie in the background of the NRIs the 
selves. E 
Andhra's post-independence. s 
mobility has meant that, for both Gu 
workers and US-based professional 
the sojourn abroad represents а 1 
significant career break or family rup 
ture than for workers from elsewhere 
India. For instance an Andhra-boi 
computer designer in Silicon Vall 
may maintain close ties with other t 
nically qualified members of his fam 
back in India, Ороз Vijay Gupta 
who manages a Rs 7.4 million compute 
disc drive plant in Anrich’s new indu 
trial estate 25 km out of Hyderabad 
Gupta's cousin in Santa Clara, Califor 
nia, provides the firm with.foreign-ex 
change. support апа а window on. th 
latest technology. The NRI cousin, 
turn, can rely on a solid cadre of techni 
cally qualified relatives and friends bac 
homie to run the plarit. 





















































ndhra's blue-collar expatriates, to 

typically come from — and can 
turn to — a more advanced industrial 
workforce. Many, like 36-year-old 
omon had already begun their odyss 


countryside to skilled jobs 
Hyderabad before launching int 
Gulf. The Rs 10,000 a month equiv: 
that) Solomon earned as an air-cor 
tioning-mechanic іп Saudi Arabia: 
more than five times his prev 
for similar work at a government 
defence plant here. Nevertheless 
gave up his fat overseas paycheck w. 
ona visit home after three years abr 
his young son could no longer recogn 
him. "After all, money isn’t every 
thing," he said. tà wa ES 

Still, it helps. With his Gulf savings, 
Solomon bought a Rs 200,000 house.on: 
the outskirts of town “where the air is 
good and there's enough: space for а. 
guest to sit down” — a far cry from the 
cramped room the family of four used’ 
to rentin the. warrens of Hyderabad's 
old city. He also paid for the education 
and weddings of his three brothers and 

































four sisters. One sister has now; in her 


turn, taken up nursing work in Saudi. 

Solomon's pattern is typical of the 
state’s Gulf returnees, according to D. 
N. Prassad, chairman of the Andhra 
Pradesh Industrial Development Corp. 
Far more “sober and middle class” than 
their counterparts from elsewhere in 
India, they nevertheless shy away from 
industrial investment. Some might set 
themselves up with small shops, but 
mostly they plough their savings into 
“human capital” — weddings and 
schooling of relatives — or real estate. 

One result has been a property mar- 
ket boom. Critics say a setback two 
years ago was symptomatic of overheat- 
ing. But real estate quickly resumed its 
trend of 20% average annual apprecia- 
tion, points out Rajeev Reddy, chair- 
man of market-leader Amrutha Es- 
tates. “NRI row” stretches along the old 
Bombay road, hard by the city’s upcom- 
ing quintet of five-star hotels and the 
newly internationalised airport. Con- 
dominiums are fast supplanting the old 
Victorian bungalows that formerly lined 
the highway. 

Property may provide income and a 
roof over one's head, but it cannot offer 
an NRI employment after declining oil 
revenues and Arab indigenisation cur- 
tail Gulf job opportunities. This con- 
cern reoccupies many of 43 
Hyderabadi clerks with Arab banks and 


trading houses who have been meeting || 


fortnightly in Damam, Saudi Arabia, to 
plan and to share the legwork, seed 
capitalisation and eventual profits of 
hometown investments. Members take 
up executive posts with their new ven- 
tures on their return to Andhra — nine 
are already placed in the group's cement 
and building supply companies. 

The desert looks good, in retrospect, 
to Syed Mohiuddin, who returned two 
years ago to set up a cooking oil refinery 
here. Back in Jeddah he had a house, a 


car, a Rs 24,000 monthly salary and 
banker's hours as an operations officer 
in Saudi British Bank. Now he puts in 
18-hour days shunting by motorcycle 
between office, factory and the edible- 
oil exchange. He draws less than Rs 
3,000 a month in pay and has yet to see 
any return on his Rs 150,000 equity in 
the venture. 


HM e has had to bone up on disciplines 
alien to his clerking background: 
personnel management, refinery me- 
chanics, commodity trading, product 
marketing. He has slogged through the 
red tape of nearly a dozen licences, each 
so hard-won that he has framed them on 
the wall of his third-floor walk up office. 
And no sooner did his plant finally start 
production last month than electricity 
ану | trimmed his power allotment 
to just 20% of what he had been prom- 
ised. 

"If I were choosing just for myself 
and my family," he says, “Га head back 





Investing in hi-technology 


By Nick Seaward in Kuala Lumpur 


get Asia has become an in- 

ingly important source of in- 
vestment from NRIs, as evidenced by 
the establishment of a branch of the In- 
dian Investment Centre (IIC) in Singa- 
pore towards the end of 1985. With 
about 1.5 million ethnic Indians in 
Singapore and Malaysia alone, the re- 
gion has provided a substantial amount 
of direct investment in the Indian man- 
ufacturing sector — particularly in the 
new free trade zone at Madras in the 
state of Tamil Nadu, where most of the 
investors originate. 

At the moment there is no break- 
down in terms of geographical origin of 
the total of NRI investment in manufac- 
turing in India, which totalled Rs 79 mil- 
lion in 1986. However, resident director 
of the Singapore IIC, S. D. Barwa, told 
the REVIEW that direct investments 


have been approved at the rate of some 
7-10 a year since the office was opened, 
and as many as 70 are expected to be 
given the go-ahead by the Indian au- 
thorities within the near future. Most of 
these fall into the medium or 

scale sector categories, which are de- 
fined as having a value of Rs 3.5-4.5 
million and above Rs 4.5 million, re- 
spectively. 

So far, the sectors that have received 
the most attention have been electro- 
nics — especiall computer peripherals 
— and ng. “The scenario is 
changing every day," said Barwa, but 
she added that most pro continue 
to be centred on hi-tech products. In- 
terest by Southeast Asian-based NRIs 
in direct investment is continuing to 
rise, Barwa said. 

Figures on the amount of money 


to Jeddah right away." But he feels he 
owes it to his 40 co-investors — all NRI 
friends and relatives — to soldier on. 
"Besides, it's a challenge." 

For those who prefer less challenging 
investments, assistant general manager 
A. Krishna Moorthy of the Andhra 
Bank means to make it as easy as possi- 
ble to park funds in high-yielding NRI 
accounts. That way he means to treble 
his institution's NRI balances to Rs 750 
million within the year. To bring it off, 
he has entered into clearing agreements 
with three US correspondent banks — 
Marine Midland, Fidelity and Bank of 
California — that will allow Andhra 
Bank to post US-originating NRI depo- 
sits within days rather than months (as 
under the system in use in other Indian 
banks). 

Foreign banks will also be enlisted in 
Krishna Moorthy's bid to cull more de- 
posits from the Middle East. Citibank, 
American Express and Bank of Credit 
and Commerce International have all 
arranged to issue cheques drawn di- 
rectly on their Andhra Bank accounts 
for NRIs wishing to remit funds back to 
the state. By keeping track of NRIs' de- 
pendents coming in to cash their remit- 
tances, Andhra Bank can augment its 
5,000-name target list of NRI account 
prospects. These it solicits by direct 
mailings to the Gulf and by appeals to 
the NRIs' relatives in Andhra. 

When an NRI visits his home on 
leave, Krishna Moorthy relates, his 
local branch manager may even go so 
far as to meet him at the railway station 
with a bank car — heady stuff for an ex- 
patriate who might have been a low- 
status manual worker before his stint in 
the Gulf. Nor does the guest worker 
lose his special standing with the bank 
when he returns home permanently, 
Krishna Moorthy claims — "that's when 
our relationship with him begins." D 


pang from Southeast Asia into the 
speci non-resident external and 
foreign non-resident exter- 
nal (FCNR) accounts are confiden- 
tial. Sources in Kuala Lumpur refer, 
however, to “a 

y 
terest rates. A one-year deposit with a 
FCNR, for instance, now earns 8% a 
year, 
able from Malaysian banks. 

NRI essionals have also been in- 
vesting spare cash in new share is- 
sues on the Bombay Stock Ex in 
a big way, though again, this is di t 
to quantify 


Some sources believe that NRI in- 
vestment from Malaysia would be 
higher were it not for the existence of 
Maika H , the investment arm of 
the main of the ethnic In- 
dian ^ invests money 
in Mala to bolster the 
clout of the Indian community in the 
local economy. п 
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7 days a week. 
Only Northwest. 
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You can count on Northwest to give you more ways to go to ном KONG DETROIT 
TAIPE NEW YORK 


America the way you want to go. 76 times a week, we fly nonstop from Tokyo, Musa THO cunis 
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Like No Other 


Hotel In 
Singapore 


Like No 


At the top of a small 
hill off Singapore's 
bustling Orchard Road 
stands one of Asia's 


grand hotels. 


• Surrounded by five 
hectares of prime 
property in the island 
Republic, the hotel is 
at once regal and 


gracious, charming and 
Ot y historic. 
A heritage of the last century, 


the Goc 


Hote 


xlwood Park's natural 


beauty is enhanced by its urban 
sophistication. 


In the 235 guest rooms and suites, 


executive meeting rooms, 


restaurants, the grand 


cafes and specialty 


ms of the past and 


traditi 
today's technology meet ing 
OY, 2 timeless elegance. E 





Goodwood Pork Hotel 


SINGAPORE 
22 Scotts Road Singapore 0922. Tel:7377411. Telex: RS 24377 GOODTEI 
Goodwood Group Singapore: Goodwood Park. York. Boulevard. Ladyhill 


A 
Member of The Steigenberger Reservation Service $R 


Reservations: Goodwood Horels Corporation Pre Led Tel 


5-246303/5-258007/8 (Hong Kong) 


Goodwood Park Hotel Sdn Bhd Tel: (03) 2929275/6 (Kuala Lumpur) 


Your travel agent or airline 4 ) | f 5 
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WWF Кою Tanaka BCL 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 
But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda геѕегуеѕ – Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to 


WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared asa public service by О Юу & Mather. 









Want to put some charm in your charts, some punch 
in your proposals, some grab in your graphs? Then get 
creative with the colourful capabilities of our FP-1530 plain 
paper copier. 

The FP-1530 can copy in black or any one of four 
optional colours: red, blue, green, and sepia. Get them all 
for maximum flexibility and effect. 

Colourful Edits and Zooming Versatility 

The built-in zoom with six fixed enlargement/reduc- 
tion steps and 1% manual adjustment from 61% to 141% 
combines with the optional E’SII Editing System to provide 
countless copy possibilities. Designate key portions of 
an original to be reproduced in colour, then copy the rest 
in black—on the same page. Or delete confidential para- 
graphs and enlarge the remainder for emphasis. Or centre, 
transfer, edge, and trim—the final effect is up to you. 
Paper, Platen, Performance 

The FP-1530 also helps you add punch with accom- 
modation for paper sizes A6 to A3, a fixed platen, Photo 
Mode for the reproduction of photographs, fine lines and 
half-tones, and a clean, simple control panel with inform- 
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red, blue, green, or sepia. 


ative displays. Its clamshell cabinet lifts open to reveal a 
rare pearl: an internal mechanism that is easy to maintain. 
Options include Automatic Document Feeder, 10-Bin 
Sorter, Paper Feed Unit, and 1,000-Sheet Cassette. 
Panasonic’s dual- 
colour FP-1530. шош ш—————шш——шо— 
Get the creative mmm 
impact of colour. = 
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. The Commerzbank report on German business and finance No. 5/87 





“Made in Germany” 


—from stigma to mark of quality 


In 1887, Britain introduced 
a law requiring all foreign 
oods to carry a tag of origin 
O.as to stigmatize them as 
inferior to British products, 
with German imports the 
main target. Ironically, this 
gave birth to the “Made in 
Germany” label, which soon 
became a hallmark of quality 
and reliability. Ever since, it 
has embodied what are seen 
as typical German virtues 
such as efficiency, solidity 
and punctuality. Behind them 
аге the skill and craftsman- 
ship of German workers with 
their traditionally strong drive 
for perfection and their me- 
‘ticulous attention to detail 
| traits fostered by Germa- 
‘ny’s unique system of voca- 
tional education providing 
on-the-job training along with 
theoretical instruction. 
Equally important, Ger- 
man manufacturers who—due 
to: unit labour costs that are 
now among the highest in the 
"world—are forced to charge 
“comparatively high prices, 
have long placed great em- 
phasis on appropriate packag- 
“ing and delivering on time as 
| well as prompt and efficient 
г after-sales service and spare 


parts supply. 


Tailor-made products 


Above all, though, the suc- 
cess of the overall product 
package hinges on the close 
“gearing of the merchandise 
to market demands. Yet only 
about a decade ago, it ap- 
peared that this time-tested 
recipe might soon become 
outdated: with the Japanese 


successfully applying elec- 
tronic steering and control to 
economies-of-scale produc- 
tion, many German manu- 
facturers found themselves 
with their backs to the wall 
as they had not yet intro- 
duced such high-tech pro- 
duction methods. Practical- 
ly overnight, their erstwhile 
strength—the ability to supply 





cedures has not just allowed 
the industry to return to its 
proven success formula, but 
even to meet customer wishes 
more precisely and often 
with shorter delivery periods. 
Moreover, clients are also of- 
fered special tele-service facil- 
ities permitting worldwide 
maintenance and repair mon- 
itoring by computer. 





Export shares of major industries ün % of total sales) 
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tailor-made products—turned 
into a weakness since it was 
based on case-by-case pro- 
duction involving largely man- 
ual procedures. 

This applies, in particular, 
to the machine-tool sector— 
so important for the coun- 
try’s economy-—with its many 
smaller firms: thanks to their 
flexibility, these soon over- 
came that hurdle, and are 
today again at the forefront 
of advanced technology—with 
their largely automated plants, 
their highly sophisticated 
products and their state-of- 
the-art after-sales service. 
The integration of numerical 
control into production pro- 
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All this has helped West 
Germany's engineering in- 
dustries to regain their com- 
petitive edge international- 
ly. Growing robot use has 
enabled firms to cut labour 
costs, while at the same time 
improving capacity utiliza- 
tion. And the more recent 
problem of frequent software 
malfunctions is also being 
tackled as more and more 
companies are either writing 


their own programs, or taking 
over software suppliers. 

In short, the “Made in Ger- 
many" label is as untarnished 
today as ever. Which does 
not mean that the country 
ranks first in all industries— 


indeed, it still has some catch- 


ing up to do in such fields 
as 5th-generation computers 
and biotechnology. But it cer- 
tainly is the leader in many 
key areas. 


More than export tag 


For people all over the 
world, “German quality” is 
not only associated with 
products imported from the 
Federal Republic, but also 
with those manufactured by 
German companies’ foreign 
subsidiaries. This reflects the 
latter’s efforts to live up to the 
motto “good-preducts-alone- 
are-not-enough"—not least by 
striving to provide the kind of 
comprehensive training for 
their workers that has been so 
crucial in establishing Ger- 
man quality standards. 

Perhaps just as notewor- 
thy, the transfer of know-how 
to less developed countries is 
not restricted to German-own- 
ed foreign plants, but also en- 
compasses imported Ger- 
man-made equipment: unlike 
most of their competitors 
abroad, German manufactur- 
ers have long had a policy 
of thoroughly training future 
users of their machinery, of- 
ten through prolonged stays 
in West Germany. In the long 
run, such strategies surely 
benefit both the supplier and 
the buyer country~so that the 
*Made in Germany" label 
may in the end lead to much 
more than just the promotion 
of German exports. 
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Tokyo turns to the Monopoly game 


* SKIMMING the waters of Tokyo 
Bay on the final approach into Haneda 
airport of an internal flight the other 
week, Shroff regarded the sight from his 
window seat with some awe. It was not 
so much the fact that, compared with 
the rural wilds of Narita airport, 
Haneda sets the traveller down virtually 
in the middle of downtown Tokyo; but 
the sheer extent of the sprawling indus- 
trial wasteland of steelworks, yards and 
wharves around the airport. 

Cheek by jowl with the overpopu- 
lated and vastly overpriced offices 
of central Tokyo, are large tracts of 
land which (like Japan's over-extensive 
and generally inefficient rice farms) 
contribute to the shortage of er 
and working space — and thus to hig 
urban land prices and property rentals. 
Tokyoites, it appears, are thinking 
the same thoughts. A bevy of Japanese 
industrial giants whose land rings 
Tokyo Bay — towards the city on one 
side and into Chiba Prefecture on the 
other — are quickly cottoning on to 
the idea that de-industrialisation 
caused by the soaring yen does have 
its brighter side. Real estate deve- 
lopment is the name of the new 
game and, barring a general market 
crash, could provide some interest- 
ing plays on the stockmarket in fu- 
ture. 
© THE companies that are prepar- 
ing now to turn the early relics of 
Japan's industrial might into com- 
mercial complexes which will lure 
foreign banks, accounting and law 
firms away from pricey Marunou- 
chi and other established areas in- 
clude, not surprisingly, giants like Nip- 
pon Steel and Kawasaki Steel. The high 
yen has obliterated any residual com- 

ative advantage Japan may have had 
in steel manufacture. 

The potential developers also in- 
clude Tokyo Electric Power and Tokyo 
Gas, both of which can see far more pro- 
fitable use of Tokyo Bay land than stor- 
ing imported oil or coal. Mitsubishi 
Warehouse & Transportation, Ishika- 
wajima-Harima Heavy Industries and 
Nippon Kokan are others. 

Big companies like these have gener- 
ally carried land in their books at his- 
toric values, so some major revaluations 
can be expected in time. Whether 
Japan's conservative accounting system 

ill be modernised soon eem. to give 
balance-sheets a full uplift is a moot 
point, but rental income from property 
development will at least permit some 
of these majors to continue paying (and 
ceca s increase) dividends in the 
uture. This in turn may help support a 
stockmarket underpinned by sheer faith 
and certainly not by (derisory) yields. 


po 


The landed companies will generally 
prefer to redevelop sites themselves or 
in joint ventures with developers, but 
they will not sell their land for specula- 
tion. It is doubtful whether stockprices 
have fully discounted this potential yet. 
@ NO matter how overpriced the 
Tokyo market may appear to outsiders, 
and no matter how vulnerable Wall 
Street may be to a savage correction 
once the implications of rising US infla- 
tion and interest rates sink in, Japanese 
securities houses persist with their de- 
termination to overlook other Asian 
stockmarkets. A senior executive of one 
major Japanese securities house as- 
sured Shroff that the typical Japanese 
institution's portfolio weighting of non- 
Japanese stocks — 80% in US markets, 
19% in Europe and 1% in Asia — would 
continue in the foreseeable future. 

Shroff is familiar with the Japanese 
argument that other Asian markets lack 
EN and depth, though Japan could 
influence that situation materially if it 





chose to deal more in Southeast Asian 
markets and encouraged companies 
from the region to list in Tokyo. What is 
more surprising is the additional argu- 
ment adduced now: that different settle- 
ment procedures and account periods in 
various Southeast Asian countries pro- 
vide a good reason for the Japanese 
staying out of the region's markets. 
True, it can be expensive for a 
broker to have to borrow securities in 
order to bridge the gap between differ- 
ent markets' scrip delivery dates but 
neither London nor New York institu- 
tions find this an insuperable barrier to 
dealing in Asian markets. 
© SHROFF detects a certain defen- 
siveness creeping into attitudes of 
Tokyo Stock Exchange (TSE) officials 
about the prospects for changing 
another uniquely Japanese institution: 
the system of saitory members at the 
TSE. These members — a couple of 
hundred of them in all, employed in 
four corporations — act more like traf- 
fic policemen than like conventional 
jobbers, specialists or market makers. 


Using techniques which somewhat re- 
semble a Japanese gune of Go, they 
shuffle, buy and sell orders around in 
order of price and time priority. 

The saitory handle only about 250 
TSE issues (compared with some 1,200 
which are computer-traded) and even 
that number will be reduced to some- 
thing between 150 and 200 soon when 
space has to be cleared on the TSE floor 
for more foreign brokers. But the sait- 
ory do handle the most important is- 
sues. The pressure for change in the sys- 
tem will come if Tokyo wants to link up 
with New York and London in a system 
of global electronic trading. The 
mechanisms of electronic dealing do not 
quite jibe with the archaic saitories. 
€ TSE is unrepentant about maintain- 
ing the system. It argues that it is more 
transparent and fair than having market 
makers operating from their offices and 
dealing only via video screens. Tokyo is 
openly distrustful of the haste with 
which the London Stock Exchange has 
n electronic (SHROFF, REVIEW, 

9 Mar.) and points to the fact that 
New York has chosen to retain spe- 
cialist floor traders alongside the 
Nasdaq electronic-dealing system. 

Japanese securities houses are, 
however, obviously worried about 
the prospect of Singapore's new 
(electronic) Sesdaq system linking 
up with New York and London in a 
(near) 24-hour trading circuit — 
and of Japanese companies choos- 
ing to list on Sesdaq as a way of 
plugging into this global circuit. If 

ingapore can build Sesdaq’s mar- 
ket-making capacity, Tokyo brok- 
ers could start losing a lot of business 
unless they choose to get in on the 
Singapore act themselves by making 
markets for Tokyo stocks offshore on 
Sesdaq. 

It would be only a matter of time 
then before TSE was forced to respond 
with its own linked electronic facility. 
That would probably sound the death- 
knell of the saitory system. First though, 
there is the little matter of negotiated 
commissions. Both New York and Lon- 
don have had their “bangs.” Tokyo's re- 
cent commission-reducing exercise was 
а mere whimper by comparison (though 
Tokyo brokers claim that their commis- 
sions on large deals are now below those 
of New York even if above London 
levels). 

There is also the matter of reducin 
the penal 0.55% transaction tax whi 
Japan levies on stockmarket deals. 
The trouble is that with Japan’s tax re- 
forms running into all sorts of heavy 
weather, the prospects for reducing or 
phasing out transaction tax. look fairly 
remote. 
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ick Seaward in Kuala Lumpur 


he recent announcement of enorm- 
ous losses for the year ending 31 De- 
ber 1986 has explained why the 
rmer board of Multi-Purpose Hold- 
i (MPH) was bundled out of office so 
ckly on 12 February this year. For 
écond year running, MPH has brok- 
all records for losses by a Malay- 
registered company, recording а 
after extraordinaries of M$228.4 
ilion (US$92.5 million) — up 19% on 
previous year. The news could not 
e come at a worse time for MPH's 
olling shareholder, the Malaysian 
se Association (MCA), which is 
ngacrucial by-election on 16 May. 
e diversified trading, plantations 
id shipping group stated that its disas- 
jus results came on "poor perform- 
ce in most of its operations, with the 
pping industry remaining unprofita- 
bw commiodity prices and poor de- 
and in property, building and con- 
ner goods markets." 
The new board headed by tycoon 
bert Kuok has a formidable task 
ad of it. Although extraordinaries 
ere responsible for most of the red ink 
again last year, the intrinsic profitability 
of the conglomerate has. declined mark- 
edly. In an announcement to the Kuala 
Lumpur Stock Exchange (KLSE) on 5 
May MPH revealed that pre-tax losses 
had jumped by 140% over the 1985 fig- 
ure to stand at M$57.3 million, while 






















huge at M$168.5 million — had worsen- 
ed by a less dramatic 12%. Turnover 
was down 11% to M$580.9 million. 

Nevertheless, while the pre-tax loss 
is probably Kuok’s main source of 
worry, the small investors (and usually 
MCA voters) who make up the bulk of 
MPH's shareholders are questioning 


Consistent performance 


Malaysia's MPH registers huge losses the second year running 


“in the 1986 figures. Share- 


isses on extraordinaries — though ` 





the re-appearance of the 
massive extraordinary losses 


holders had been led to be- 
lieve that when MPH wrote 
off M$150 million in 1985, it. . 
had taken all its medicine in 
one unpleasant gulp. 

They had been encour- 
aged in this view by the 
statement by the then exe- 
cutive chairman and MCA 
luminary, Datuk- Lee San 
Choon, to shareholders in 
the 1985 annual report, 





Malaysián company 
Shipping Corp. Lee told the company's 
^: annual general meeting on 
“| 30 June last year. that 
" M$131:2’ million had been 
written off the value of the 
shipping subsidiaries іп 
“one go”: inorder not to 
“prolong the agony.” Lee 
said that MP. madea 
róvision of M$20 million 
ora further write-down but 
' the chances. of this being. 
needed were slim. 

But as waspointed out at 
the time (REVIEW, 10 July 
*86), the 1985 balance-sheet 
listed shipping assets 















which claimed that with the 
“large exceptional and extraordinary 
provisions for the engineering and ship- 
ping divisions already accounted for in 
the year under review, such losses which 
had previously affected the group’s per- 
formance would be reduced in the cur- 
rent year.” 


A: it turns out, Lee’s successors have 
deemed it prudent to write off a 
further M$75 million from the value of 
the group’s shipping fleet, M$31 million 
from the value of unidentified quoted 
investments, and M$51 million in good- 


will. Some analysts believe the quoted 
‘investments refer to the British-based 


electronics company, Phicom, which is 
61% owned by MPH's 38%-owned as- 
sociate, Magnum Corp. They .also 
suggest that the goodwill has been writ- 
ten off the books of 72%-owned trading 
and engineering subsidiary, Mulpha In- 
ternational Trading Corp., but until the 
annual reports come out there will be no 
way of knowing for sure. No MPH offi- 
cials were available to clarify the brief 
statement to the KLSE. 

What is certain is that the former 


chad said. It has been left to Kuok 


'suggest that Kuok is seeking à M$250 


118820 million revolving underwriting 





amounting to. more than 
M$50 million which should have been 
written off if Lee had meant what he 


and his managing director, Oh Bak 
Kim, to take the policy of writing down 
the assets to its proper conclusion, 
though it is understood that there still 
remain significant shipping. debts on 
MPH's books: j А 

The new board has stated thatitnow | ^ 
sees as its priority the arrangement of a 
“financial package” for MPH to enable 
it “to meet its financial obligations as 
and when they fall due.” The group’s 
share capital and reserves are now down 
to M$657.4 million, compared to 
M$1.01 billion in 1984, when MPH was 
at its peak. Local newspaper reports 





million syndicated loan to help tide the 
group over until the property and plant- 
ation-owning subsidiaries start con- 
tributing more to overall profitability. 

- In February, MPH obtained a term 
loan from Bank Bumiputra to repay a 





facility it had obtained from a agr 
of Singapore-based banks in 1985. | | 
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Rs 26.3m Rs 3.21b +15 10% | Profits slipped despite increased. turnover due to} 

(US$2.1m) (US$254.8m) | (15%) | intensified competition and labour troubles. a 
Y31Jan. | M$13.8m M$323.1m -30 2¢ | Pre-tax profits fell to M$15.4m from M$25.8m. 

(US$5.6m) (US$130.8m) | (same) Ee | 
ҮЗ1 Оес. | ¥5.75b ¥109.18b +5 na. Company forecast for current year net profit is Y7b and} | 

(US$41.1m) (US$781m) (na) | sales ¥118.3b, * "| 

X 8.08b ¥107.28b -8 ma. Company forecast for current year net profit is Y8.5b апа: 

(US$57.8m) (US$767.4m) (na) | sales ¥110b. ^. ; | 

















Company forecast for current year net profit is #13.5Б and} 
sales ¥570b ie M 











А" increasing volume of Hongkong 
|. ЖР investors’ funds is finding its way to 
| Taiwan. There are several reasons but 


political concerns over Hongkong's 


. post-1997 fate are clearly one. Just at 
the point when Hongkong is going 
through a period of nervousness about 
the durability of Sino-British promises 
‘about the future, Taiwan is enjoying a 
surge of optimism fuelled in part by a 
booming economy but also by waning 
anxieties about its diplomatic isolation 
'and growing confidence in its own inter- 
nal political and social stability. 

.. Traditionally, speculative and flight 
capital has moved out of Taiwan, not 
vice versa. The new flow into Taiwan is 
mostly speculative but in addition there 
is substantial longer-term investment in 


property and manufacturing. Some of it - 


is by fearful Hongkong investors who 
would rather have an alternative base 
in a Chinese society than іп the 
West. 

Estimates suggest that some US$8 
billion of foreign money has flowed into 
Taiwan in the past year, mostly in late 
1986 when the pace of the NT dollar’s 
rise against the US currency was most 
| marked. The flow is believed to have 
.eased off because of inward exchange 
„controls introduced in March and the 
belief that the greater part of the 

rise has already occurred — the NT 
dollar is now 1795 higher than in mid- 
1986. 
In the past the main obstacle to in- 
pm flows has been getting approval to 





Nervous Hongkong investors pour hot money into Taiwan 


t By Philip Bowring in Hongkong and Carl Goldstein in Taipei 


| bank is not going to stand in the way of 


get the money out again. The only alter- 
native is the thriving black market. But 
now there is some concern that if ap- 
‚ preciation of the NT dollar is seen to 
have reached an end, there will be a sud- 
den outflow of money, pushing down 
the black-market rate and wiping out 
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Approved investment in Taiwan 
(US$ million) 
1986 (12 months) 









1987 (Jan.-Apr.) 









Total: US$770 million 
"inctudes European Overseas Chinese. Тоја US$441 million 
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a REVIEWCHART by Ricky Hut and ivan Kwong 
earlier profits. However, with Taiwan's 
embarrassment .of reserves — US$57 
billion at latest count — the central 





hot money flowing out again, whether 
‘the bank approves it officially or en- 
sures the black market is well supplied 
with US dollars. 

The largest contributor to the inflów 
has been former flight capital parked in 








the US returning to take advantage of 


' seas Chinese investment in projects aj 


.US$100 million in the first four то 


assured currency appreciation. An 
factor, at once cause and effect, 
been the rise in the stockmarket. Fu 
flowing in helped boost the mar! 
which attracted more.speculators; pus 
ing the Taipei index up 70% in-s 
months. Overseas Chinese as wé 
non-Chinese foreigners, especially J; 
pone: have added to excess local 
iquidity which has driven down intere 
rates and encouraged stock and pro 
erty speculation. | 
The proportion of capital inflo 
from Hongkong is variously estimate 
at between 20% and 40%. It is in 
event a substantial sum and may p 
explain the. relative weakness of. th 
Hongkong dollar in recent weeks 
has at times even fallen: below 
HK$7.80 peg to the also-weak US 
rency., Hot money has wearied of wal 
ing for the Hongkong dollar to b 
valued on US pressures. : 
There has also been à boom in. Ом 





















































proved by the Taiwan Government - 


of 1987 against US$65 million for th 
whole of 1987. The significance of t iS i 
harder to judge and some source 
suggest it may be connected to one or 
two major projects. | 
The Taipei government is adopti 
more positive attitude towards | 
kong, once regarded as a source of 
munist-inspired troublemakers, аб t 
same time as statements by Peking 
men in Hongkong are casting doubts о: 
the amount of autonomy it will enj 
The situation should worry -China 
which hopes its successful reunifica 
of capitalist Hongkong -through 
“one country-two systems" concep 
smooth the way for the éventual re 
covery of Taiwan. A growing move o 
Hongkong money — and people = 
Taiwan would destroy these hopes. 














EFFECTIVE EXCHANGE RATES 
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ecent meteoric rise. 





HONGKONG: Overseas buying on the lastday of 
he period gave an extra boost to the market, tak- 
ng the Hang Seng Index through the technical re- 
istance level of 2,830 points to finish at 2,846.93, 
161 points on thé period. Sentiment was helped 
a firm US dollar-yen exchange rate, some 
inalysts said. Turnover for the period was 1.4 bil- 
ion shares, worth HK$5.47 billion (US$701.3 mil- 
n) Cheung Kong and its sister company, 
utchison, held the limelight, helped by con- 
jnued buoyancy in the local property market. 






























































TOKYO: The market was up to its old trickstigain, 

iutting on successive gains in the holiday-short- 
ened four-day period. 
о encourage the lowering of money-market rates 
put more money into stocks. The Nikkei Average 

losed the period at a new record of 24,608.22 
points, and daily volume averaged 1.3 billion 
shares. Some analysts regard the big 27 Apr. sell- 


52.3% since the bull market entered its latest 
phase last October. 
USTRALIA: The scramble for resource stocks by 
seas investors propelled the market through 
1,800-point barrier on 7 May to reach a new 
ak. The bullishness came ahead of the 13 May 
ederal mini-budget, indicating expected benefits 
or the equity market. The Metals and Minerals 
Index soared 5% to close the period at 1,232.8 and 
as the main factor behind the All-Ordinaries 
5.2-point run up to 1,820.6. Rumours of Robert 
olmes à Court buying into US oil giant Texaco 
boosted Bell Resources' share price sharply by 38 
A cents (27 US cents) to A$6. Turnover for the 
period was a heavy 770 million shares, worth 
$1.7 billion. f : 


NEW ZEALAND: A stand in the market on behalf 
of Robert Holmes a Court of Australia’s Bell 
group for up to 10% of Wilson and Horton — pub- 
lisher of the biggest daily newspaper, The New 
Zealand Herald — held attention during a 
lacklustre period. Otherwise, the market marked 
time as interest rates continued to fall. Volume for 
the period was 39.47 million, worth NZ$75.61 mil- 
lion (US$43.5 million). '' 


SINGAPORE: Some of the Malaysian-based 
tocks attracted a lot of interest at the beginning of 
the period. Profit-taking set in later on, however, 
ut this was not reflected in Fraser's Industrial 
- Index as some important blue chips gained. Multi- 















| hunters came back after the weekend, and the 
|. index closed 180.77 points up at 6,670.61. Aver- 
age daily trading was 49.37 million shares. 


KUALA LUMPUR: The market turned indecisive 













The paper chase continues 
ULLISH sentiment swept through markets in Asia in the period to 11 May, with. 
ongkong leading the gainers. Taiwan was the only market to buck the trend after its 


oves by the central bank | 


ff as a needed correction on the heels of arise of | 


Purpose hardly moved; despite the announce- | 
‘ment of its disastrous results for 1986. Bargain 





were still in demand throughout with Malaysian. 


» Resources, Antah and Paper Products putting on 


gains. Fraser’s Industrial Index finished pier 
and volume was marginally up as well at a daily 
Tre 27.86 million shares, worth M$42.9 mil- 
lion (US$17.4 million). 


BOMBAY: Bulk purchases by financial institu- 


tions, under instructions from New Delhi, have 
reversed the downtrend in equities. The govern- 
ment's decision to restrict imports of polyester 
staple fibre and to withdraw a custom's levy on im- 
ports of purified terephthalic acid (PTA) gave a 
much needed boost to market leader Reliance In- 
dustries. Reliance is one of a handful of manufac- 
turers of polyester fibre and it uses PTA exten- 


_sively in production, Meanwhile, the ban on short 


sales imposed since 9 Mar., following a crash in 
iibi, soon after thé presentation of the national 


budget for 1987-88, has been lifted. 


SEOUL: With investors now taking it for granted 
that prices have bottomed out, the market was in a 
refreshed mood: The composite index rose 16.91 
points to 382.2 as volume climbed by 10.75 million 
shares to 35.9 million, worth Won 39.21 billion 
(US$47.2 million). All industries performed well 
with non-ferrous metals and wood gaining 15% 
and 13.7% respectively. Leading the way were 
Hankuk Petroleum, up 21.1%, and Poongjin 
Chemicals which showed а: 22.6% increase. 


MANILA: A surge in investor interest in oils, fol- 
lowed by a large special block sale in shares of 
pharmaceuticals trader Marsman and Co., drove 
turnover to one of its best weekly levels this year. 


Turnover was an average P175 million (US$8.5. 


million) a day on 1.77 billion shares, with oils con- 
tributing 25.6% of value and 82% of volume. All 
market indicators ended higher — the mining 
index by 119.79 points to close at 3,889.94, the 
commercial-industrial indicator by 2.52 to 699.59, 
and the oil marker by 0.836 to 3.488. 


BANGKOK: The market scored another impres- 
sive advance in the period, with the Book Club 
Index gaining 7 points to close at 234.63. Textile 


counters were in the spotlight; buying interest was - 
boosted by anticipation of good first-quarter re- 
sults for several issues. Strong Pack led the gain- ` 


ers, while Good Year was a major loser. Volume 


amounted to 6.81 million shares, worth Baht 1.28 | 


billion (US$50.2 million). 


TAIPEI: The market fell back sharply as govern- 


ment efforts to cool the market took effect. The 
weighted price index plummeted 163.44 points on 
the period to close at 1,697.35. A one-day record 
decline of 66.29 points on 9 May amounted to a 
3.7% loss on the index. Virtually all shares experi- 
enced declines, with textiles and plastics counters 
leading the market down. Construction markers, 
buoyed by Taipei's resurgent real-estate market, 
were the only category that proved immune to 
losses. Volume was heavy, with average daily 
transactions 


illion). ; 
























amounting (0 · NT$8.44 billion- 


















Hang Seng Bank 3725 +72 
НАЕСО 14.10 “47 
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FK Electric 1410 — 
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HK &S Bank : 196 +32 
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H.K. Telephone 12.60 +33 
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Hsin Chong $05 +473 
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Hysan Dew 105 uA 
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JSH 1000 10,90 +38 
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KMB 13.20 +158 
Miramar 6.90 +70 
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Orient Overseas 335 +24 
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Regal Hotels 2.825 #68 
Sinoland 2890 +77 
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Tai Cheung 3.50 +102 
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Asia Cement 
Cathay Const, 
China Gen. Plastics 
Chung Hwa Pulp 
Chung Shing Textile 
Far East Textile 
Formosa Plastic . 
Kolin 

Nan Ya Plastic. 
Pacilic Const, 
Taiwan Cement 
Taroko Textile 
Tatung 

Tong Yuan Elec 
UStFarEast 

Yue Loong Motor 
Yuen Foong Yu 
Waisin Lihwa Wire 
Formosa Fund (NAV) 
Taipei Fund (МАМ; U5$18.13 
Taiwan (ROC) Ропа (NAV) 09925.54 
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Korea international Trust US$29.46 
Korea Trust US$37.02 
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Bangkok Agro-industriai — 116.00. 
Bangkok Bank 270.00 
Bangkok Firstinv. & Trust 383400 
Dusit Thani Hotel 41200 
iFCT 188.00. 
Jalaprathan Cement 313.00 
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Thailand 11.50 


EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES 


t. "eate Hongkong market and Lark international Finance for official rates, Reuter tor Э ; К 
15 ҖИ and forward rates troni local and inteenational markets, Sources: Astley А Pearce (Hongkong), Hongkong Srokers, First Pacific Finance, Vickers da Costa & Co. and That Farmers Bank. 
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Must reading 


for anybod 
interested SENIOR FELLOW — 
== FELLOW E 


on Chini | |LLRESEARCH ASSOCIATE - 
in China „өзө from candidates who have at least a good Master's degree in t 


field of Development Economics or Politics or internation | 
lations or Sociology, with reference to Southeast Asia. 


Salary will be in the range of S$1,700 - 556,050 à. month. The 
qualifications. and experience of. the successful candidates wi 
determine their status and salary. 
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Leave, medical and. other benefits in accordance with сите 
schemes of the Institute... : f B 


The successful candidates: will be provided with economy. cla 
air fare by the most direct route from place of residence to Sing 
pore. | А ru К 
Please submit full resume to: 
M The Execitive Secretary 
Institute of Southeast Asian Studies 
Heng Mui K Terrace 
ingapore 0511 
Republic of Singapore 
Tel. No: 7780955 
Telex No: AS37068 ISEAS 
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FIRE will allow you a glimpse at the deeper 
апа more complex layers of contemporary 
Chinese society. 
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ne drive from Peking's modern 
hotels to the popular Great Wall 
tourist site is a bleak and cheerless one. 
Rows of boxy buildings lining broad 
avenues give way to a drab, rural land- 

the colour of old clay. Horse and 
donkey carts file slowly along the dusty 
roads and great, hissing steam locomo- 
tives haul freight cars over nearby rail- 
way tracks. From the city to the Wall, 
the traveller has no distraction other 
than the tour guide's chatter. 

Soon, however, the sharp scent of 
cordite will mingle with the pungent 
odours of the farmyard and the coal en- 
gines as China offers some unusual en- 
© | tertainment to those who would stop on 
| the way. 
| In their headlong rush to ассотто- 

date the foreign tourist — and his dollar 

— the Chinese are introducing perhaps 
the most incongruous diversion since 
| the decadently luxurious Maxim’s res- 
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Guo holds a Chinese light machine gun. 


tal. Soon, the stuttering chatter of heavy 
machine guns, the deep cough of au- 
| tomatic rifles and the whining ping of 
\ hand guns will disrupt the rustic tran- 
Ё quillity of Mah Fong village, Nanko 
h county, 45 km north of Peking. In Oc- 
| tober, the Dong Feng firing range opens 
Р to the casual tourist, offering all of the 
weapons of the People’s Liberation 
Army’s arsenal. 
| Although the area at the foot of the 
dreary Yanshan Mountains is a re- 
stricted military zone, security seems 
unusually lax. Peking taxi drivers do not 
seem much perturbed about the signs, 
in English, warning that it is off-limits to 
foreigners. Soldiers marching off to 
target practice, lounging around vintage 
tanks or standing guard outside military 
installations are oblivious of picture- 
3 taking foreigners. 
L However, the Dong Feng Range, be- 


| 
k taurant opened in the communist capi- 
| 
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hind a complex of factories and work- 
ers’ homes, is not part of the military. 
This is a test site for the Peking 
Mechano-Electrical Research Institute, 
a branch of the China North Industries 
Corp. (Norinco), the state-operated 
weapons research and manufacturing 
institute. 

The 800-yard range, still under con- 
struction, will have 28 firing lanes, with 
a shorter range available for hand guns. 
Target shooters can fire some 15 differ- 
ent weapons, from anti-hijacking pistols 
up to heavy machine guns and rocket 
launchers. AK47s, the weapon of 
choice for terrorists, are expected to be 
especially popular. 

Norinco will provide food, tea and 
overnight accommodation as well to its 
visiting marksmen. A tour operator will 
offer a day's outing from Peking for 
about US$300, the package including 
transport to the site, lunch, a visit to the 
armaments museum and 
use of a series of weapons, 
from pistols up to heavy 
machine guns. 

Budget marksmen can 
come out on their own to 
fire the guns at a rate of 
about 50 US cents a round, 
depending on the calibre. 
Prices are not yet set, but 
Norinco deputy director 
Guo Xun Qing promises 
they will be cheaper than 
on US ranges, where mili- 
tary weapons are not gen- 
erally available at any rate. 
A single shot of the 40-mm 
anti-tank rocket is about 
Rmb 3,000 (US$806.02), 
but a special, steel-plate 
target imported from the 
US is only good for a li- 
mited number of hits. 
= A taxi to the range is 
about Rmb 50, one way, 
Rmb 110 if the cab waits to return 
sharpshooters to the city. Marksmen/ 
sightseers can hire a car for the day at a 
reasonable rate, to take in the Great 
Wall as well. 


N orinco’s private modern armaments 
museum displays military and 
sports weapons as well as oddities such 
as a dagger gun (a knife firing three 5.6- 
mm bullets from the hilt) and a delicate, 
Type 84 7.62-mm “anti-hijacking gun.” 
There are target pistols, shotguns and 
hunting rifles. Military weapons include 
rocket hand grenades, a Chinese copy 
of the American M16 and their version 
of the Russian AK47 (Avtomat Kala- 
shnikov) assault rifle. 

More exotic weapons include semi- 
automatic rifles, light automatic sub- 
machine guns, even a semi-automatic 
sporting rifle, which most Western 
hunters would not find overly sporting. 


originally 








Displayed are rocket hand grenades, 
anti-tank rifle grenades, handfired, 


anti-heat rocket and a 70-mm silenced 


machine gun. The 76-mm Salute Am- 


munition Type 1986 comes closer to the 


spirit, and use, for which the Chinese 
invented gunpowder. Its 
identifying card says: is ammunition 
is mainly used in meeting state guests 
and grand celebrations. It features sim- 


“ 


ple and honest sound, stable perform- 


ance, safe operation . . ." 

Another room houses anti-aircraft 
guns, light artillery and an anti-helicop- 
ter gun — all available for firing for a 
price. Would they provide a helicopter 
as a target, a would-be wag wondered. 
“If you can afford it, certainly," replied 
a straight-faced Guo. 

All of the weapons are for sale — 
though not exactly on a cash-and-carry 
bases. You cannot walk out the door 
with an AK47 tucked under your arm, 
Guo cautions, but Norinco would cer- 
tainly deliver it to you. The flashiest 
piece available is а highly decorated, 
Type 84 pistol gilded with 24 carat gold, 
studded with precious stones and etched 
with intricate Chinese scenes and an in- 
scription of a chairman Mao poem. The 
golden gun comes in a jewelled, 
cloisonne box, all for US$10,000. 

To promote the range, the company 
will set up an information office in 
downtown Peking as well as work with 
travel operators and hotels. 

Guo offers a number of official 
reasons for opening the range: China's 
open-door policy, an attempt to provide 
foreigners with recreation, desire to 
utilise existing facilities. And, bluntly, 
“to make money." 

The site is also something of a 
weapons marketplace where Norinco 
can show off its wares to buyers looking 
for more than mere hunting rifles. 
China has recently become a major 
armaments dealer to Third World coun- 
tries, rating fifth after the Soviet Union, 
the US, France and Great Britain. 

This latest development in tourism 
here suggests strange possibilities: 
China as a choice destination for Soldier 
of Fortune magazine subscribers and 
southern redneck gun enthusiasts, a 
convention centre for the rightwing Na- 
tional Rifle Association and the hot 
holiday spot of the Walter *Rambo' 
Mitty set. — Garry Marchant 





In the face of the impossible 








Dating back as early as 1100 AD, some 600 But firsts aren't our only interest. Our belief in 
fifty-ton moai statues were carved and dragged to progressive products which fill basic needs, led us to | 
destinations all over Easter Island to be erected produce a wide selection of IBM® PC compatible | 
facing the sea. Each face reflects both the skill and computers. But we must admit their superior quality/ | 
incredible conviction of mind and spirit it took to cost ratio may well be a first, once again 
accomplish such a feat. It is this same skill and spirit Recently our engineers turned 
that inspires the highly trained engineers at Epson. Epson's early work with liquid 
That's why Epson are a company noted for innova- crystal displays into an 
tion. Epson were the first to design a printer small extraordinary flat-screen, 
and fast enough to work in a calculator hand-held, high- resolution LCD TV. 
Then we further expanded our technical expertise As for what's next, the sky's the limit. 
into the highest quality and performance printers At Epson, with our head in the stars, and our Р 
for PCs. Today, Epson аге the world's leading feet planted firmly on the ground, imaginative ideas 94 tell! addi leit add 
manufacturer of printers. are always flying in the face of the impossible. В ae) ШЕ 
Epson were first again with a desk-top performance ы E 
computer small enough to fit into a briefcase. IBM is a registered trademark of International Business Machines Corporation. Epson. Where anything is possible. 
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Now from Far Eastern Economic Review Ltd. 
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Published Fortnightly ... 


The Most Authoritative Newsletter Of Its Kind... 

We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia's leading business/news 
magazine. 

Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 


information on Japanese banking, business and finance for people 
with a need to know. 
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Hanson Uniquely Qualified... 

Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the 
same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 
Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 


you abreast and, in many cases, ahead of rapidly changing events which can and often do affect 
Japan's financial, economic and industrial well 
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can match the scope and depth of information GPO BOX 160, HONG KONG 
you'll get in every issue of the JAPAN FINAN- 
CIAL REPORT. Do it now while you are think- 
ing about it. To subscribe simply complete the 
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need which in the short term might save you MASS | 
time, energy and money, and in the long term | | 
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activities. | | 
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Fig ! Exemplary teamwork, 






PRECISION, CO-ORDINATION, COURAGE 
- REQUISITES FOR SUCCESS - 






EGYPT, B.C. And down the Nile, stroke for stroke, the oared galleys 
raced. Competitive rowing was born. Today, rowing as a sport has reached 







Olympic Games status. Crews ranging from two to eight men, each using 







a single oar, display all that is best in teamwork, as they strive for perfect 
: co-ordination. 
THE STROKE: Four 


separate parts go together 
to form a rowing stroke. 











Fig 2 Perfect Co-ordination. 





When combined as a smooth, continuous sequence, the potential speed of the 





vessel is optimised. If any one part of the sequence is inefficiently executed, 





the entire motion breaks down. The four parts are called: the recovery, catch, 





drive and release. 

















TiMING: The single most important facet of rowing is timing. Efficiency 





is maximised when force over distance is applied in the en 














THE TEAM: The critical point in rowing 
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crew members. Harmony is all. The adage 'pull- | 
NG "-— Ps Fig.3 Equipment to facilitate optimum power: 





together' was born of rowing. The team must have 


confidence in each other, practise a great deal together and learn team skills. 








Sheer strength is not enough. As in all team endeavour, competence and 
confidence are two sides of one coin. 

The ‘team’ philosophy has been integral in the ascension of Westpac 
as Australia's world bank. For multi-currency trade financing, either in 


Australia or overseas, talk to the innovative Westpac 
team at Westpac. Australias world bank. 
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Bahrain, Beijing, Chicago, Columbus, Frankfurt, Honiara, Hong Kong, Houston, Jakarta, Jersey, 
Kuala Lumpur, London, Los Angeles, New York, Port Moresby, San Francisco, Seoul, Singapore 
Suva, Sydney, Taipei, Tarawa Bairiki, Tokyo, Vila, Wellington, 
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The best of the Richard Hughes 
columns from 1971 to 1983 
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There's one hotel in Seoul. 
every international executive 
traveller should know... 

The Hotel Shilla. 


From the comfortable convenience of 
professionally-staffed Executive Floors to the 
friendly efficiency of our fully-equipped Business 
Center, the Hotel Shilla offers international 
executive travellers the special advantage of 





international executive services unmatched in Seoul 
Located in the heart of Seoul, the Hotel Shilla 

also provides the ultimate in gourmet dining, 

extensive health facilities, and a unique tradition 





of service that is as refreshingly attentive as it is 
authentically Korean 

Ihe Hotel Shilla. An impeccable advantage 
And the dynastic flavors of true Korean hospitality 








G. P. O. Box 16 


Hongkong 


Seoul, Korea 


Yes! Please send copy(s) of the 
Barefoot Reporter for which I enclose 
US$7.75 eact 
For surface mail delivery add US$1.90 
and for airmail delivery add US$3.00 


рет vp R0521BFR 
Send t Please print in block letters 
Nar 
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The Best Complement to the BO 105 


A survey of the international 
helicopter market will soon show 
that the aircraft of MBB's twin-jet 
family already have a dominant po- 
sition, in part a result of technical 
superiority. 

This market dominance has 
been achieved through innovative 
design principles, which set inter- 
national standards. 

For instance, the "Bólkow" hin- 
geless rotor system, or the use of 
advanced materials or the duplica- 
tion of all major systems, as well as 


the engines, for added safety. 


No matter what criterion is con- 
sidered, the BO 105 and BK 117 
provide the most intelligent ans- 





is the BK 117 





MEB 


wers. They offer unparalleled avail- 
ability and operational readiness 

even under the most adverse con- 
ditions. They boast a manoeuvera- 





bility that enables them to operate 
even in the most difficult terrain. 


Partner in international 
programmes. 


MBB 


For further information please contact 
Messerschmitt-Bölkow-Blohm GmbH 
Helicopter and Military Aricraft Group 
Postfach 80 1160 

D-8000 München 80, Germany 


Representative of MBB Helicopters 
GKL Equipment Pte. Ltd. 

Inchcape House, Bth Floor 

450/2 Alexandra Road 

Singapore 0511/Singapore 


MBB's helicopter family includes con- 
figurations for rescue, police, offshore, 
military missions and executive travel. 
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PEARL TIPPED LUXURY SLIM CIGARETTES 
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GOLDEN TRIANGLE 
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| FOR NORTH 

BURMA 
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Samsung training-.-A SURE THING! 


They say that creativity is 10% inspiration and 90% Samsung's dependable and affordable electronic home 
perspiration. appliances have made fans all over the world. 
Training...shaping up for the big game or the job These are just some of the reasons why we were 
at hand...also takes both. Samsung has put a lot of selected as suppliers 
effort into R&D to develop of consumer 
high-tech, state-of-the-art electronics for the 
consumer electronics products recent Asian Games 
that will give you 100% in total and for the commu- 
performance. nications network of the 1988 Seoul Olympic Games. 
In the vivid picture quality So, GO SAMSUNG, and join the rest of our fans. 
of Samsung's color TV and VCRs, They know and you'll find out that, when it comes to 
you'll get more than just what high performance, Samsung is the name of the game. 


meets the eye, and our audio gt 
gus 
sas SAMSUNG 


systems will astound you with their rich, vital sound. 
Wa Electronics 














ERS TO THE EDITOR 








ule No. 1: ‘No playing games’ 


Davies in TRAVELLER'S TALES 
'4 May wrote that he had done his 
st to play the game; but "it would be 
пісе to know the rules." 
The rules are simple: first, do not 
play any game. Second, when in doubt, 
sk: is this meddling in Singaporean 
| ics? As long as Western foreign 
correspondents report Singapore to 
"their domestic foreign audience, we are 
not concerned either with their ideolo- 
gical biases, or political slants. When 
mportant facts and conclusions are 
wrong, we write to correct them. 
. However, in recent. years, journals 
ased in PORTE have. produced a 
fferent type of foreign corres- 


;pondents. They do not report Sing- 

apore to their “home” Hongkong au- 
lence but to Singaporeans and an 

English-speaking readership in the re- 
о: 


n. 
Unlike their neighbours, Singapo- 
eans use English as the language of 
government and of instruction in 
s..Hence, the REVIEW's circu- 
ation in Singapore — population 2.5 
million — has grown to just under 9,000 
Qut of a total circulation of just under 
50,000 for Asia, or about 20%. By com- 
parison, the REVIEW's circulation is 
about. 2,400 for Indonesia, population 
175. million, апа about 2,800 each for 
iland (52 million) and for the Philip- 
pines (58 million). By entering into 
Singapore's domestic political debate, 
gaporean readership in the REVIEW 
aised. | 
Nigel Holloway, like Patrick Smith 
in 1983, ended up with his employ- 
iment pass unextended. He will not be 
г the last. It was not because of his report 
ing... : 
. The governments position was 
"made clear by the prime minister on 10 
September 1985, when he told:Davies 
“ that he was not concerned whether or 
| not Davies was moving his correspon- 


: | dent, V. G. Kulkarni, out from Singa- 


‘pore. What his correspondent: wrote 
was not important; he held the editor in 
Hongkong responsible for what was 
ublished. He advised Davies to get his 
rrespondents to stick to reporting 
hgapore as an outsider for outsiders, 
nd not to get himself involved on any 
.side of any domestic issue. Davies 


| .| -agreed to live by these rules. 


|, Foreign correspondents do well not 
. to meddle іп certain aspects of Singa- 
pore. Among them are the subjects of 
race, language, religion and culture. 
‘Kulkarni, an expatriate Indian, tem- 


porarily resident in Singapore, was ill-. 


advised to write about the Malay issue 
іп Singapore. If his articles had 
heightened. inter-racial tensions, we 


ould have dealt with Kulkarni, free- 





Davies wrote in derogatory and dis- 
missive terms of Wong Kan Seng, when 
the minister hadextended him the cour- 
tesy of a meeting which he was not ob- 
liged to give. He thought Wong was a 
functionary who had “drafted the Press 
Amendment Act on Lee’s orders.” The 


| Act was drafted by the lawyers in the 


Attorney-General’s Chambers, . not 
Wong. Eat 

_ Davies wrote of the "unhappy" and 
"sometimes tragically dramatic" re- 
lationships that go back a long way. He 
blames it on Lee's neurosis: “This 


‚ neurosis has lasted for many years." If 


he underrates the younger ministers, 
Davies will discover that they сап be as 
“neurotic” as 


pressmen interfere іп Singapore's 


domestic debate, and so provoke more 


long years of "unhappy" relations. 
James Fu Chiao Sian 


Singapore Press Secretary to PM 


Digital error 

I would like to thank Shim Jae Hoon for 
the informative COVER STORY on Ín- 
donesia [Image of Democracy, 23 
Apr.], which presented a seemingly bal- 
anced view of the current political situ- 
ation there. I have just one question: 
why are the Golkar supporters on the 
cover holding up two fingers, when the 
article specifically states that Golkar 
campaigners hold up three. during 
Jakarta street demonstrations? 
California Alex Textor 


€ The correct formula was, опе finger 
for PPP, two for Golkar and three for 
PDI. 


Truth of the yields 


Roy L. Prosterman [LETTERS, 7 May] 
makes several important corrections to 
your article on Philippine land reform. 
However, he also perpetuates the myth 
that Philippine rice farmers are less pro- 
ductive than Japanese farmers because 
Philippine yields are lower than those in 
Japan. 

Anyone having even a passing ac- 
uaintance with current debates about 
apanese protectionism should realise 

that the reason why Japanese yields are 


so high is that Japanese farmers receive 


four to five times the world price for 
rice. Filipino farmers, on the other 


hand, are paid roughly the equivalent of 


the world price, or about one-fifth what 
Japanese farmers receive. 
Countless studies have shown that if 


Lee when foreign: 





sidies, while the Jap: 
о broke if he faced tl 
ilipino farmer does. 7 

choose to provide ma 

their rice farm 

that result from 

not be confused with 


being responsible 

number of рео 
Cambodia [LET 

and fair assessmen | 
An Observer їп Europe. proi 


-following results: 


» Kao Tak (and not Keo Tal 
sassinated by Dap Chhuon, 

no evidence that Tak was killed as 
of Dap Chhuon's lo: the p 
In fact, it is accepte F А 
tion was the outcome óf^a 4 
among warlords. Recently, T's 
Tak’s son, Thao Tak, a col 
the. ANS (Armée 
Sihánoukienne, or | 
Sihanoukian Army). At no time 
Thao Tak blamed Sihanouk. fo 
father’s death. d 
> Nop Bophann: In her recenti 
lished book, Elizabeth Becker 
"This classmate was the son of 
Bophan, a secret communist whi 
assassinated by Sihanouk’s police. 
years later." Becker fails to prod 
evidence to corroborate her statem 
There even seems to be conf a 
the date of Bophann's assassinati 
Ben Kiernan, in How Pol Pot Сат 
Power, writes that Nop Bophann 
shot.dead on 11 October 1959-61 
military barracks inthe centre 
Penh." The same Kiernan, wr 
gether with Serge Thion in: 
Rouges, gives 9 November 1959 as 
date of Nop Bophann's assassinati 
Then, Thion, in his. Chrono 
Khmer Communism in Revolutio: 
its aftermath in Kampuchec 
Bophann being assassinated ; 
cember 1959! My point is simply t 


‘these specialists. on Cambodia 


munism are unable to get f 


| of the assassination of the edit 


communist party’s newspape 
it be possible that non-specia 


-equally mistaken. in speculating. 


Sihanouk was responsible for the 

of Nop Bophann? p: wua 

» Dap.Chhuon: The most re] 

count of Dap Chhuon's activiti 

death appears in William. Sho 
Sideshow. From that accoun 

ous that Dap Chhuon was inv 
internationally backed conspiracy to 
overthrow Sihanouk. pe E 

» Sam Sary: The case of Sam Sary is 
























the latter, to the post of Cambodian 
bassador to Britain. He was removed 





































severely beaten a Khmer servant, 
om had to take refuge in a police sta- 
n of the British capital. The incident 
reported, the following morning, 
€ front pages of several London 
papers. Sihanouk, as head of state 
-ambodia, had to recall Sam Sary 
k to Phnom Penh, where no action 
taken against him. Sam Sary was 
stated by the prince to his former 
ition in the High Council of the 
; He then began a public dispute 
the prince protesting at the latter's 


London "did not constitute a 
nal mistake." Later on' he 
anks with Dap Chhuon in or- 
g the plot against the prince, and 

Thailand and self-exile when 
ot failed. There is no record 
Sam Sary being assassinated. Per- 
ps An Observer in Europe may care 
nlighten us further on the mat- 


dr 


reap In: A close aide of Son Ngoc 
hanh; was involved in a plot, also or- 
anised from abroad, against the 
rince. He was tried and executed. 

- Tou Samouth: In his political report 
the Fourth. Congress of the Com- 
ist Party of Kampuchea, held in 

Penh on 26-29 May 1981, Pen 
ovann, then party secretary, had the 
ollowing to say about Tou Samouth. 
‘Then Pol Pot, after returning from 
псе іп 1953, succeeded in riding to 
leadership, and on 27 May 1962, 
iS agents assassinated Tou Samouth 
nd- other party leaders." Unfortu- 
itely, Pen Sovann is no longer avail- 
e for comment, having himself disap- 
eared as a result of internal disputes in 
he Khmer communist hierarchy. His 
tatement clearly shows that Sihanouk 
iad nothing to do with Tou Samouth's 
eath. 

According to Donald Lancaster, а 
зет English expert in Sihanouk's 
inet interviewed by Laura Summers 
d quoted'in Summers’ introduction to 
hieu Samphan's Cambodia's Eco- 
omy and Industrial Development, the 
rince opposed a plan by Lon Nol for a 
otal crackdown оп “communists”. at 
his time because the prince wanted 
people in his government “who under- 
tood how China worked.” Summers 
idds that Sihanouk was somehow con- 
iriced that the young progressives held 
he key to sorting out Cambodia’s eco- 
“nomic problems. 

The REVIEW does itself a great 
isservice by publishing, under a 
pseudonym, a list of people that are pur- 
ported to have been the victims of the 
























hat position after he (Sam Sary) | 





ss” and claiming that the inci- ` 





eme 


Bangkok Julio A. Jeldres 
© Before publishing the letter under a 
pseudonym (An. Observer in Europe) 
the REVIEW had satisfied itself as to the 
real identity of the writer and his/her per- 
sonal and valid reasons for wishing to re- 
main anonymous. 


... Sihanouk's postscript 


‚ I would be very pec if you would 


publish fully the letter dated 27 April 
which Julio A. Jeldres sent to you in 
reply to the grave and unjust accusa- 
tions against me made in your issue 23 
April 1987 by ‘An Observer in Europe’ 
and Elizabeth Becker. | 
Allow me to add that the peasants of 
Samlaut during the 1960s did not revolt 
against me, and that Samlaut peasants 
were the best and most faithful support- 
ers of Cambodia. I had no reason to op- 
pose or maltreat them. Please be fair 
enough te publish my short correction 
and that of Jeldres in the next issue of 
your esteemed publication. * 
Pyongyang Norodom Sihanouk 


US-policy paradox 


The article on Pakistan's nuclear capa- 
bility and its effects on US aid, Yes, we 
have no bomb [12 Mar.], has brought 
into the spotlight a very important 
topic. It seems, according to most re- 
ports, that Pakistan has now acquired 
the technology to build a nuclear de- 
vice, and that the US does not want the 
bomb assembled. According to current 
US legislation, aid may be suppli- 
ed provided a recipient country does 
not process an operational bomb, 
though all components may be avail- 
able. | 

In view of American toleration of Is- 
raeli and Indian defence policies which 
include the assembly of atomic 
weapons, it would appear logical for the 
US to encourage the development of a 
limited nuclear arsenal in friendly areas 
where US force is not immediately 
available. Since the US would not like 
to see the Soviets gain control of Pakis- 
tan, I should think it would encourage 
the build-up of a nuclear deterrent. 
Parts are not a deterrent but à com- 
pleted bomb would be. 

It seems that once again US foreign 


* policy has been found to contain blatant 


contradictions. 
New York: Syed Ahmed Mustafa 
Right on the map 


Referring to L. S. Fan’s letter [23 Apr.], 
the location of Shanghai on the map 1s 
correct. Коо 


Hongkong 
























Thanks for publishing my letter, 
14 May, but regretfully you changed 
the title of ROC president to Tai- 
wan president. The habitual use of 
‘Taiwan’ — instead of ‘ROC’ — is a mis- 
потег. x. 
ROC is the name of a state whereas . 
Taiwan is the name of an island, form- 
ing part of the ROC which also em- 
braces Penghu, Quemoy, Matsu, the 
Paracels and the Spratleys. = ^ ^ 
Calling the ROC Taiwan is just 
as misleading as referring to the | 
US às Texas and Germany as Bavaria. 
A simple way out would be using Tai- 
pei or Nationalist or simply the ab- 
breviation, ROC, before the word pre- 
sident. 
Hongkong 











Lin Chun-ying 


e The REVIEW refers to China as China 
and Taiwan as Taiwan, and gives objec- 
tive coverage of the various claims to is- 

lands in the South China Sea. m 


Praise for Malays 
After reading your reports The vital 
forty-three, And here's to the next time 
... and Islam’s important role in Umno 
results [COVER STORY, 7 May], one 
commends the Malays in the United 
Malays National - Organisati and, | 
furthermore, is happy that they have | 
shown that in their country the demo- {| 
cratic process is working, and that | 
within their ranks they have tested lead- 
ers. The fight was not only over per- 
sonalities, but also over policies — a 
rare event in Third World countries. 
Malaysians have again captured 
the minds of democracy-loving peo- 
ple in Asean, and the world at large. .|^^ 
They are to be saluted, and congratu- 


lated. VU gue | 
Cheng Tim Pin 














Singapore 


Vessels’ position : 
I would like to. draw your attention to 
the INTELLIGENCE item in the 16 April 
issue. The correct position, as has al- 
ready been reported in some sections of 
the press from time to time, regarding 
boats ordered by India is that under a 
contract signed as far back as April 
1986, Singapore Shipbuilding and En- 
gineering Ltd is building two inshore 
patrol vessels for the Indian Coast 
Guard and supplying a design and mate- 
rial package for the sub "con 
struction of four more: 
India. Furthermore, 
not fitted with any missiles. — . | | 
, ,R.N.Sharma | 

: indian Navy | 
= Defence Adviser 
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Pages 10-11 
The army officers who mounted a ra-. 
i|. cially motivated coup іп Fiji release 

| the deposed prime minister and his 
€abinet but tension remains high be- 
tween Fijians and indians; Meanwhile, 
New Zealand and Australia keep up 
pressure on the rebels. 


Page 12 
New Delhi puts Punjab under presi- 








dential rule, but the underlying 
problems of Sikh disaffection con- 
tinue to fester. 

age 17 


Pakistan and France move towards co- 

operation on nuclear-power projects. 

Оп the domestic front, Islamabad is 
faced with charges of financial irregu- 





.mentto court. 





. larity against a cabinet minister. 


ine the маке of student unrest, Sri 

.| Lanka closes its universities, but the. 

"students plan to join forces with the 
opposition parties. 


Page 22 

«Although candidates backed by Pre- 

sident Aquino are set for a landslide 

win. in the Philippine congressional 

election, complaints of vote rigging 
being made. 


Page 24 









Recent Surrenders by groups of Com- 
munist Party of Malaya guerillas to the 
| he end of " 








Bures 39-year-old civil war in the far north is building ` 
up a new head of steam as the country's various ethnic. 
rebel groups are unified under the Kachin-led National |: 
»; Democratic Front (NDF), and the Communist Party of Burma 

' (CPB) begins to recover from severe cutbacks in aid from 
China. REVIEW contributor Bertil Lintner who, with his wife 
and infant daughter, has just returned from an 18-month- 
| long journey through rebel territory, takes a look a 
newly restructured МОЕ and its recent united-front alliance | 
with the CPB, апа at the Kachin: Independence Organisa- · 
tion, which has emerged as the engine of the revitalised ef- 
i fort to win autonomy from the government in Rangoon. Pages 46-56 


Cover photograph by Hseng Noung Lintner. 
29 


The Asian Wall Street Journal takes its 
dispute with the Singapore Govern- 


Union, Vietnam’s principal backer, to 


| nudge Hanoi towards solving the 


Cambodia problem. 
Pages 61-62 


Taiwan’s secretive Evergreen Group 


launches а US$500 million shipbuild- | | 


ing project and pushes ahead with 
plans to list part of its empire on the 
Taiwan Stock Exchange. 


64 


Australian Treasurer Paul Keating in- | 
troduces a.mini budget geared to. 


calm financial-sector jitters ahead of 
elections. 


Page66 

Malaysia's north-south highway pro- 
ject faces further delays with political 
wrangling over toll income projec- 


.tions. 


Page 68 
Hongkong investors baulk at the 


. plethora of new share отек this 


year. 


Pages 73-74 | F 
Negotiations between. Atlantic. Rich- 
field and China on the price to be paid 
for gas from the Yinggehai field off 
Hainan Island remain deadlocked. 


Pages 82-88 . 

Where To Put Your Money this month 
includes an examination of the pros- 
pects of a bear market and how to 
hedge адаты it. 


Page 94 
The Philippine . "Government. takes 


control of the San Miguel board as ће 


the 


Page 32 
Asean plans to lobby. the Soviet 














Big brothers apply overt pressure 
India: Back to the Delhi raj 
Pakistan: Scandal in the cabinet 
A new French connection 
. Sri Lanka: Under the surface calm 
Student unrest shuts campuses 
Philippines: Conduct unbecoming 
Thailand: End of an insurgency 
Singapore: The Journal goes to court 
Cambodia: The prince protests again... 
Diplomacy: Dealing with the boss ` 
Malaysia: A crucial contest 
Mahathir rewards support 
Cover story: War in the north 
An insurgency who's who 
TheKlO'sgip e 
Rangoon fights war of attrition in north 2 
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ya's. diplomatic mission in 
Iberra is to be closed and all 
byan diplomats are to be-ex- 
led from Australia. In an 
rent. about-face on previ- 
atements that the mission 
a, the Libyan Peo- 
и, had not.been 
| to Бе involved in other 
plomatic activities, Aus- 
an. Prime . Minister Bob 
Wke said the expulsion sig- 
ed Australian concern at 
destine Libyan activities in 
‘South Pacific and at divi- 
s the Libyans were creating 
ustralian society. 
iwke added that Austra- 
wished to set an example to 
neighbours in the Pacific | 
ensure that the Libyans 
iid: be left no channel in 
ustralia for assistance. toi 
Oups such as a small but vocal 
ber Australian Aborigines 
о have recently made over- 
es to Tripoli. 
| — Jacqueline Rees 
Nikaido enters LDP 
adership race 
u Nikaido, 77-year-old 
ice-president of Japan's rul- 
g Liberal Democratic Party 
P) announced that he 

























Prime Minister 
Nakasone ~ steps 
n in October. Nikaido's 
rprise announcement .was 
Seen às an attempt to pre-empt 
he leadership ambitions of 
Noboru. Takeshita, the party’ 
secretary-general who has 
been regarded as а front-run- 
ning candidate for the succes- 

n to Nakasone. Nikaido and 
'akeshita have been vying for 
ontrol of the Tanaka faction, 
ra:party grouping whose 
embers make up nearly one- 
ird of the parliamentary 
DP. — Charles Smith 


| police. гапа student. ac- 
$ fought scattered clashes 
niversity campuses and 
hrough Kwangju streets as 
reaved families attended a 
memorial service on 18 May for 
he victims of the 1980 
“Kwangju uprising. 
Angered over the intrusivé 
presence of security agents, 
¿mourners burned a goverri- 
ent car before gathering 
опа the burial mounds at a 








hillside cemetery © outside 
Kwangju for an emotive two- 
hour memorial service. More 
than 4,000 riot police had been 
drafted into. Kwangju for the 
observances on 18 May. Police 


fired volleys of teargas during a. 


series of -skirmishes in the 
southern city itself which went 
on until well after dusk. 

— John McBeth 


Indonesia's. famed , human- 
rights lawyer. Adnan Buyung 
Nasution has been prohibited 


from practising law for опе 


year starting from 11 Мау for 
allegedly holding the. court in 
contempt, stemming from the 
shouting match he had inside 
the. Central Jakarta Court in 
January 1986. Nasution be- 
came involved in controversy 
with his defence of retired 








lieutenant-general Hartono 


Dharsono, who was jailed for | 


seven years on sedition 


charges. Dharsono is. a leading 


critic of President Suharto. 
— Shim Jae Hoon 


Taiwan admits aid to 
Nicaraguan rebels 


„Following months of denials: 


Taiwan admitted on 15 May 
that it had provided US$2 mil- 
lion in aid to anti-Sandinista re- 
Ьез in Nicaragua in 1985, dur- 
ing a time when Taipei and 
Managua still had diplomatic 
ties. А Foreign Ministry 
spokesman said Taipei's repre- 
sentative in Washington re- 
céived a “formal request from 
the US Government” for Con- 


tra aid and that, in light of | 


"close, cooperative relations" 
between Taipei and Washing- 
ton. Taiwan asked “private 
businessmen” to provide 
humanitarian aid. 

Таіреі апа Managua broke 
off relations when Nicaragua 
recognised Peking in. Decem- 
ber 198 






=~ Carl Goldstein 
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Bull hits brick wall on 

The New Zealand sharemarket 
took its second nosedive this 
year when, after sliding over 
11-15 May, it plunged 6% on 18 
May alone for a record 174- 
point drop on the Barclays 


| Index. Overall the market has 


fallen 28% since its 10 Novem- 
ber 1986 peak, апа 26% this 
year, The latest drop came de- 
spite a five to six point fall in in- 
terest rates from April to 19 
May and expectations of a con- 
tinued slide. 

All leading stocks were af- 
fected. as private investors 
began to unload when the 


BUSINESS | 





Barclays Index dropped below 


the 3,000-level, which it had | 
бер- | 


climbed through last 
tember as the bull run gathered 
momentum. Institutional. in- 
vestors returned to the market 


in moderate volumes on’ 19. 
| Máy and, with bargain hunters, 


helped. lift the index from its 
18 May low of 2,813.68 to 
2:881.54. Continuing improve- 
ment was expected, but brok- 
ers were divided on whether 
the bottom had been reached. 
— Colin James 


Dhaka sets 1 million 


| bale jute buffer stock 


Bangladesh will maintain a 
buffer stock of 1 million bales 
of raw jute (one bale equals 400 


kg) from the next fiscal year to: 


help stabilise the local and 
global market. The current 
jute season began with a carry- 


| over stock of 4 million bales 


which, with тоге than. 5 mil- 
lion bales of good-quality jute 
produced this year, puts total 
availability at about 3 million 


| bales over demand. Jute Minis- 


ter Zafar Imam said that the 
government has decided to en- 
sure only high-quality jute pro- 
duction by distribution of qual- 
ity seeds to farmers at half the 
normal cost. He said next year 
Bangladesh «will produce less 
than 5 million bales of high- 


quality jute. — S. Kamaluddin 


Seoul takes steps 

to combat inflation E 
The South Korean Govern- 
ment hàs announced a package 
of measures to dampen infla- 
tionary pressure brought on by 


rapid economic growth, which] 


surged by 15.6% inthe first 
quarter. In the’ first four 


^ months of the year wholesale. 
prices rose. b 


“1.6% and con 


listed Singapore vehicle of the 







‘million (US$37 million) in 


| over-supply of hotel rooms and 


| change exposure. 


| exports below target 
| Indonesia is having tough time 
trying Чо meet its goal of 





i 





. try'se balance of. payments 






sumer "prices; 1.7% — over 
levels. а, year. earlier. The 
package includes cuts in energy 
prices and tariff reductions on 
:33 items. Reflecting a growing 
concern ‘over shortages of in- 
dustrial raw, materials due ‘to 
heavy demand from export in- 
dustries, ceilings have. also 
been set on exports of cotton 
уагп'апа acrylic fibres;.and ex- 
ports of low and high density 



















polyethylene ‘and polypro- 
pylene have. been ained. 
mports of five petrochemical 






and chemical products will for 

the first time. be allowed 

without restriction from July. 
— Paul Ensor 


Town & City shareholders’ 


“Town & City Properties, the 








Harapan group controlled by 
ndonesian businessman Hen- 
ra .Rahardja, has seen its 
Shareholders’ funds wiped out 
on an after-tax loss of $$78.7 


calendar 1986. The firm now 
has a negative asset backing 
of 63 S cents a.share, com- | - 
pared with ‘a positive asset | И 
value of S$1.44 a share at the | 
end of 1985. Town & Cityówns _ 
the Glass Hotel and the Hotel 
Meridien Singapore, both. of 
which, have. suffered from:the 






























heavy debts. The record loss 
came on exchange losses of | 
5$36.1 million and a 61% rise 
in interest charges. The com- 
pany.said it was negotiating 
with its bankers to restructure 
loans and reduce foreign-ex- 





— Nigel Holloway 
Indonesia’s non-oil 











US$7.6 billion in: non-energy 
exports, according to Trade 
Minister Rachmat Saleh. The 
target is felt: to-be'critical to 
‘offset the crunch’on the coun- 













brought on. by the declines in 
the price of oil, the country's 
major export: Saleh said on 1 
‘May that: non-energy 


“ed fi January and Februa 
year s 









ar stood at US$523 million 
and 088570 million respec- 
tively; well below the De- 
cember 1986 figure of US$612 
million.” The current поп- « 
















































HANOI GIVES GO-AHEAD 
Hanoi has agreed to a 26-28 May visit 


Буа US team to prepare for President 


Reagan's special envoy Gen. John. 
Vessey's trip to Hanoi. After initial 
„reluctance Hanoi has agreed to let 
. Ann Mills Griffiths, director of the 
. National League of families of 
American prisoners of war and 
pissing i in Action (MIA) in 
n dochina, join the team to be led 
ional Security Council staffer: 
rd Childress. Since she is nota 


hat the MIA issue isthe main died. 
М € have said that 


ticipate only i in talks concerning 
nd not in discussion of other 


C ext ambassador to 
Australia is likely to be Air Vice- 
Marshall Roesman, replacing Brig.- 
беп. August Marpaung, probably in. 
about three months time. A former 
MiG21 pilot, Roesman became close 
|. ‘to President Suharto's leadership 
«when he helped his elder brother 
.. Rusmin Nurjadin (thën air force 
. chief, now communications minister) 
stamp out communist sympathies in 
the Indonesian air force soon after 
the 1965 coup attempt. Head of the 
National Strategic Command until 


| that post was abolished in 1985, the . 


Javanese airman will most likely take 





the Canberra post back to a more 
aloof style, after more than four years 


of Marpaung’s head-on debates with 


local critics of the Indonesian 
Government — which have perhaps 
caused misgivings in Jakarta. 


FIGHTER TALK 
:] : During his recent 
^. talks with senior ` 
|. US officials ^ 
- Japanese Prime 
‘Minister 
Yasuhiro - 
Nakasone assured 
them that though 


on Japan's plan to 
develop an 
experimental 
fighter aircraft (FSX) was expected, 
“ultimately” the decision would 





favour the US. Japan would 


eventually agree to develop a new 
aircraft in collaboration with General 
Dynamics or McDonnell Douglas 
rather than exclusively with its own 
technology. There was, however, fear . 
that the final decision may be put off = 
for a long time. z 


ASEAN TENSION 


There has been some tension between 
Indonesia and Thailand over the ^ 
position to be taken regarding a 
congressional proposal that calls for * 
the setting up of technical offices in 


: Hanoi and Washington. The 


resolution tabled by Sen. Mark 
Hatfield enjoys the support of 
Claiborne Pell, chairman of the 


no quick decision : 














as Sen. Edward. Kena * 
Alan Simpson. While 


resolution. The dispute m i 
resolved by a unilateral statemen 
issued by Thailand. 


| NO ADMITTANCE 


Foreign newsagencies based in Seou 
have asked South Korean officia. 

lift the restriction that bars them 
covering national assembly ses 

US correspondents in pa 


unhappy over the rule wh 


both to them and the Sou 


‘nationals who work with them. 


have pointed out in a letter to 
assembly speaker Lee Chai Hyu 
that South Koreanjournalists, 
including those working for the sta 


| тип Yonhap newsagency, are 
_ permitted to cover congressional 
proceedings i in Washington. 


THE KL-TRIPOLI LINK 


Australian intelligence services 
believe that Libya's push into th 


'1 South Pacific is being coordina 


of its embassy in Kuala Lumpur. L 


‘maintains a four-man mission in 
. Malaysian capital close to the So 


and-North Korean embassies, bu 
diplomats are rarely seen at offi 
functions. Libya’s links with V. 


| are believed to have been first — 


established by its Kuala Lumpur staf 
who travelled there last year. 




















Al 2 
Canberta ordered the dose. of the Lib- 


: уап People's Bureau. and gave the two dip- 


-Tomais i to leave the country (79 May). 


fierce forest fire in Heilongjiang pro: 
nce damaged a military. base -near the 
Soviet border; Xinhua said (May). 


Prime Minister Timoci Bavadra апа. his 
' cabinet and seized control of the country (14 


Iks” with Governor-Genéral Sir Penaia 


May). Rabuka held two rounds of “peace 


пац; the Information Ministry banned | 


he: publication of the Fiji Sun and the Fiji 
ter they ran stinging stories and 
rials against the takeover (/5 May). Bri- 
n Elizabeth called on Ganilau to 
bels (/6 May). Civil 
read in the country with most In- 
ed shops cl nd transport work- 
€ in response to a call by In 
Teade: 








“An Australian journalist was deported and 
several other correspondents. detained (/8 


May). Ganilau refused to recognise the 
legitimacy of the rebel regime and ап- 
nounced fresh elections. Bavadra and 27 
government ministers were released (/9 
May). 


“INDIA 


Security forces in Punjab Зена 175 
militant Sikhs including a state cabinet minis- 
ter following New Delhi's imposition of di- 
rect rule on the state, it was reported (13 
May). The government continued the 
crackdown in’ Punjab. on Sikh hardliners,, 


‘sending out arrest orders for 400 people and 


reinforcing police in the state (14 May). 
MALAYSIA 


The ruling National Front coalition мота, 


bitterly contested by-election in Perak state 
against the opposition. Democratic Action 
Party (/7 May). 








“Moscow onan offic v v 


tions for the evacuation of thousands of 
lians as tension mounted between rival | 
lords over the outcome of the general ele 
tion (/7 May). The Supreme Court 
election officials to answer fraud char; 
May). 


SOUTH KOREA | ; 
Thousands of students from Yonsei 
versity in Seoul hurled: firebom 
clashed. with riot police to demand. th 
lease of 36 hunger strikers seized in a d 
raid on the-university (13 May). Thous 
of students from four universities 
battled with riot IS as anti-gov 
protests continued (74 May). About 500 pe 
ple clashed with riot police in downt 
Seoul during a protest commemorating t 
seventh anniversary of the bloody Kwang 
uprising (77 May). A restaurant employ 
set himself.on fire during an меш з 
protest (79 May). р 


VIETNAM 


Party leader Nguyen Уап Linh arrived i in^ 
Ma 














































y Hamish McDonald in Suva 
€ cyclones that swathe through 
wns and sugar-cane fields, 
ge “of racial emotion has 
and bent the Pacific-island na- 
ricate structure of government. 
y a call to keep ethnic Fijians 
ers in their own land but pulled also 
ty to. law; elder statesmen. have 
ied for.a "constitutional" мау to 
т blessing to the aims of a coup 
by fellow. Fijians in the mih- 





' conflict of loyalties raged no 
ntensely than in the mind of Fiji's 


Or oldier and a high-ranking Fi- 

chief. Having initially wavered to- 
s endorsing the coup, fanitan 
y baulked at com- 


General Sir Penaia Ganilau, 


| Race-motivated coup threatens democracy | 


Power to the natives. 


had broken: out among some Fijians. 
Small groups had set up road blocks 


in outlying parts of the main island of : 
| Viti Levu: 


e newly formed taukei 
(landowners) movement talked of ex- 


pelling Indian tenant farmers from the _ 


land. Meetings of the Fijian Association 
— the Fijian. arm of Alliance Party — 
passed resolutions calling for constitu- 
tional change to guarantee Fijians per- 
manént political control. Fiji's biggest 
ever demonstration on 24 April handed 
Ganilau a petition along the same lines. 
On 10 May, one of Mara's former minis- 
ters, Alliance MP Apisai Tora, was 
charged with sedition and inciting racial 
antagonism. 

But none of this added up to 
' “bloodshed,” and to 












oning 5: leaders 
ed into a govern- 


immoning all his 
ial and- personal 
stige five days. after 
ойр, Ganilau took. . 
itive power him- 
yn 19 May. But by 
iving the existing 
ament and order- 










































more Fijian-weigh- 
ing ox system — 







to run the 
г но п fresh 
спопѕ are called. 
е coup, launched 
May; came as.a bolt from the blue 
county тер 
entary. rule in: the South Pacific. 


















third-ranking officer in Fiji's 2,500- 
р armed forces, Licut-Col Sitiveni 
ka, entered ‘the Fiji parliament 
ng armed troops wearing gas 
d arrested Prime Minister 
vadra, his ministers and gov- 
backbenchers. „Thus ended, 


















ith an electoral ‘base ‘mostly 
ong the Indians who make up 49% of 
country's 715,000 people. 
Кабика said his action would 
"further disturbance. and 
oodshed." Certainly, since Bava- 
га 's victory in the 12 April elections 
f the prime minister of 17 years’ 
Landing ~~ Ratu Sir Kamisése Mara - — 
nd his Fijian- -dominated Alli 












arded as a model of par- | 








many long-term resi- 
г dents, authorities 
seemed quite capable 
of keeping the. opposi- 
tion within manageable 
limits. Bavadra, him- 
self a Fijian, had putas 


possible into -his 
Labour Party—National 


tion cabinet, and had 
paid homage to certain 
Fijian chiefs 

Rabuka was talking 
rather of potential vio- 
lence, drawing on intel- 
ligence reports which 
he said the Bavadra 
government had ig- 
nored. These, he indi- 
cated, showed that the 


taukei movement planned to step up ac- 


tions against Indian farmers, by burning 
cane crops and bombing sugar mills. 
This could put the largely Fijian military 
in a hopeless quandary if called out to 
help the police — half-Fijian, half-In- 


dian in composition — in suppressing ' 
| eral foreign journalists were brie 


their own people. 


he colonel’s solution, it soon be- 
came apparent, was to take over and 
manage the Fijian backlash, personally. 


In meetings with Ganilau, he sought | 


recognition of an interim council of 
ministers to run Fiji while government 
lawyers put together a new constitution 


‘giving Fijians an even heavier weighting 


than in the document applying since in- 
dependence from Britain in 1970. 

When Mara quickly agreed to join 
Rabuka's council of ministers, for 


many Fijian faces as. 


Federation Party coahi-. 


‘did not immediately reveal, the colonel 
gained the implicit approval of a states- 
man held in equal regard as the father 
of independence and a high chief 
under the traditional system of heredit- | 
ary communal leadership. So quick was 
Mara's assent, in fact, that many peop 
speculated about the complicity of Mara © 
and other Alliance figures in thé coup. 
While Mara admitted to playing golf 
with Rabuka five days before the revolt, 
both denied any prior discussion of the. 
coup. Rabuka insisted it was a purely 
military affair. 

Ganilau, who declared a state of 
emergency and assumed executive pow- 
ers under the constitution, dubbed the 
coup “unlawful” in a tape smuggled to a 
commercial radio station. But. over the 
following days Һе seemed, at least to’ 
some senior officials, to be impressed 
with Rabuka’s sincerity. 


One.senior government official ѕакі i] 
Rabuka, a former national. rugby team. |. 


captain and a Methodist lay preacher; ^ 
eloquently expressed the fearsof the or- 
dinary Fijian since the change to an “In- f: 
dian-dominated" government. "They 
don't want to end up like the Maoris in 






New Zealand or ће Kanaks in New © - 


Caledonia,” the official said. 
Bavadra, by announcing moves to- 
wards à non-aligned foreign policy, had 


also trampled on the intense loyalty felt. |. 


by Fijians to the British sovereign and: 
Britain itself, which had protected Fi- |. 
jian land rights and identity through 96 | 
years of colonial rule; . i 
While Ganilau hesitated; opposition | 
to the coup built up among Indians and 
professionals in Suva. Both main dail 









newspapers, the Fiji Times and the Fiji | 


shopkeepers put up their shutters and 
many public servants stayed away from: 
work... m response, Rabuka close own 
the two пеј papers: and imposed 1 gh 
censorship on the radio service 








tained or harassed, and one expelled, 
The. families of ‘Bavadra and hi 


joined outside the prii i 

cial residence — where they were held , 
"captive. — by hundreds: of sympathis- 
ers each afternoon. Possibly to diffuse 
the multi-racial nature of such protest, 
Indian. ministers were moved to sepa- 
rate quarters after three days. To the 
























military's fury, Bavadra: managed. to”. 
smuggle out a note to the Australian. 
а № high. 


reasons the aloof Гоп prim minister | 








“Sun, ran savagely critical leaders. Indian dar 














While many citizens worried that the 
country was sliding towards communal 
hoped to win 
the kind of “constitutional” backing 
that would make the Indian community 
accept the inevitability of a more limited 


violence, Rabuka clearl 


franchise than it now has. 


In the evening of 17 May, the gover- 
nor-general relented and swore in the 
colonel as chairman of the new council 
of ministers. But catching hints of this, 


Chief Justice Sir Timoci Tuivaga 
personally handed Ganilau a let- 
ter signed by all Supreme Court 
judges, declaring the military re- 
gime illegal and invalid. Tuivaga 
urged Ganilau to "stand firm" in 
upholding the existing constitu- 
tion. “If the governor-general 
accepts illegal advice there will 
be disastrous consequences for 
this country," Tuivaga told the 
REVIEW the next morning. “If he 
accepts legal opinion, this country 
will be saved." 





anilau gained more confi- 

dence in his position as it be- 
came apparent that Rabuka, as a 
Fijian commoner and soldier of 
Queen Elizabeth would not dare 
remove Ganilau, who is not only 
the queen's representative but a 
high chief as well. On 18 May, 
Ganilau as commander-in-chief of 
the armed forces ordered troops 
back to barracks, the release of 
prisoners, lifting of press censor- 


ship and a return to parliamentary rule. 
He said: “It is constitutionally impossi- 
ble for me to recognise the legitimacy of 


the council of ministers.” 


Rabuka quickly countered by mak- 
ing public his swearing-in the previous 
evening and announcing that his council 
of ministers would be sworn in b 
Ganilau the next morning. This bluff 
failed. After three hours of discussion 
at Government House, a disconsolate 
Rabuka told his troops that if death for 
treason was his identity, he would ac- 
cept it “because I can go with a clear 
conscience, leaving a country where 


peace has prevailed.” 


In a radio broadcast soon after- 
wards, made to announce his solution to 


the impasse, however, Ganilau 


cepted Tuivaga's advice that pardons all 
round would smooth the transition back 


to parliamentary rule. The pledge 


constitutional review, meanwhile, ‹ 
fered the military at least a face-saving 
retreat from politics, and possibly the 


eventual achievement of their goal. 


At midnight on 19 May the military 
released Bavadra and his ministers. 
Talking to well-wishers crowding his 
front garden, Bavadra condemned the 
coup and questioned the governor-gen- 
eral's right to dissolve parliament with- 
out his advice. But next morning when 
Bavadra, escorted by the Australian 
and New Zealand high commissioners, 
went to see Ganilau he was persuaded 





to moderate his stance. Bavadra said af- 
terwards that he would “work with" the 
governor-general in the interest of na- 
tional reconciliation, and warned his 
own supporters against calls for a na- 
tional strike. Bavadra said he hoped to 
be *accommodated" in the new interim 
government. 

The events in Suva emphasised the 
dangers of communal violence. Young 
Fijians attacked a group of Indians 


holding a protest prayer meeting out- 
side government offices. As two Indian 
men were taken to hospital and other 
clash victims were ferried away, troops 
and police separated the racial groups. 
A young Fijian officer climbed on top of 
a truck to assure Fijians that the con- 
stitution would be amended according 
to their wishes. As they dispersed young 
men punched Indian passers-by and 
smashed windscreens of cars driven by 
Indians. 

Ganilau spent several hours talking 
to Fiji’s council of chiefs on 20 May, try- 
ing to win support for his “constitu- 
tional” solution. The upsurge in Fijian 
I| nationalism and the bitterness of the In- 
dian population seemed to make a re- 
turn to any kind of normalcy a matter of 
weeks and months away. A country that 
once proudly dubbed itself in tourist 
brochures, “The Way The World 
Should Be,” had certainly come to a 
harsh reality. п 
































































































Rees in Canberra the Commonwealth 
rom the outset New Zealand that it too make a strong stand of sup- 
a hard line of рогі for the Bavadra government. 
the coup. But from outset These moves followed the suspen- — 
; David Lange, while sion of plans to give Fiji four 
not out action entirely, boats and other сеа Жы But 
rejected course as a real . neither Hawke nor his in Aus- 
Lange relied on tralia have found a sure way of exert- 
— in three ways. New 2 gemein gir at 
acceptable to the people of Fiji — 
Gates had half a dozen meetings anda and Australians and yet effective. — — 
dozen conversations Hawke's dilemma was compli- — 
ac- Ganilau him andad- cated by the presence in Australia at — 
vice. role was in Wel- the time of the coup of the legitimate - 
to be pivotal. head of the defence forces, 
of a second nn M apc Brig. Epeli The Austra- — 
of- was through Queen .Itwas lians considered — and rejected — a 
Lange who first raised the issue with ООСС 
the queen, which led to her message that the Australians provide at 
осорона te Сайы ЫШ "s third Must йс soppor te re ae 
avenue was through Fijian troops now 80 
wealth Secretariat. Nailatikau could lead them back to 











Pm ‚у 










































































| mento contro 








INDIA 


| Backto the Delhi raj 


Presidential rule is unlikely to solve Punjab's problems 


By Salamat Ali in New Delhi 


EC than a week after dismissing the 
elected government in Punjab, In- 
dian Prime Minister Rajiv Gandhi 
has described the current situation in 
the state as temporary and hinted at a 
possible early revival of democratic gov- 
ernment there. However, most obser- 
vers think it unlikely that presidential 
rule in Punjab would be lifted anytime 
soon. Я 

When New Delhi dismissed the Pun- 
jab cabinet, led by Surjit Singh Barnala, 
and suspended the state legislature on 
11 May, the official reason given was the 
government's inability to control ter- 
rorism. Since then New Delhi has not 
unveiled any new strategy to deal with 
Sikh extremists. 

In the initial days of presidential 
tule, the police arrested more than 800 
Sikh political activists. An estimated 
2,000 suspected militants are known to 


be in Punjab's jails. But the police 


crackdown did not result in any im- 
mediate let-up in terrorist activity. 

On 18 May, Punjab Governor Sidd- 
harta Shankar Ray announced that all 
the jailed militants in the state would be 
released and handed over to their par- 
ents or village headmen provided they 
pledged not to get involved in extremist 
activities again. The impact of these pal- 
liative measures remains uncertain, as is 
the ability of pone and village head- 

their charges. 

Weeks before the imposition of pre- 
sidential rule, the extremists had waged a 
highly successful campaign of terror — 
in the name of religious fundamentalism 
— to close down shops which sold liq- 
uor, meat and cigarettes. Many suc 
shops in the countryside were either 
burned down or their owners killed. 
Another extremist campaign to ban os- 
tentatious wedding parties allegedly 
won approval in the countryside. 

The Punjab police chief, J. F. Re- 


beiro, thus faces the formidable task of 
coping with the extremists' new tack of 
combining populism and threatened re- 
tribution. Earlier, under Barnala, Re- 
beiro's drive against terrorists had been 
stymied by political interference from 
state ministers of the then ruling Akali 
Dal party. 

As Rebeiro tried to resist political 
pressures, Sikh ministers had prevailed 
upon Barnala not to extend the police 
chiefs tenure, which was to end this 
month in his superannuation. In the 
wake of Barnala’s dismissal, Rebeiro 
has been granted an extension. Soon 
after presidential rule was invoked, the 
police arrested Prem Singh Chanduma- 
jra, a Barnala cabinet colleague and an 
arch-foe of Rebeiro, on charges of abet- 
yor, beste ist 

ome Akali Dal politicians, includ- 
ing Chandumajra (but not Barnala) 
have in the past accused Rebeiro's 
police of killing young Sikhs in fake en- 
counters or during attempted escapes 
from police custody. If the prime minis- 
ter's unlikely hope of an early return of 
democratic government to Punjab 
materialises, the law-enforcement 
authorities will be stuck with the 
same distrust of police by Sikh politi- 
cians. 


S» observers believe that when 
presidential rule was imposed, Gan- 
dhi was less concerned with democracy 
in the Sikh-majority state than its im- 
pact on neighbouring Hindu Haryana 
state, which goes to polls in June. Hindu 
chauvinism runs high in Haryana, which 
has several disputes with Punjab: the fu- 
ture of the state capital Chandigarh, 
which is currently shared by the two; 
Haryana claims some of the predomin- 
antly Hindu areas of Punjab, and the 
sharing of river waters by the two states. 
Haryana also resents the raw deal which 





Punjab's minority Hindus have got in 
recent years. 

A victory in Haryana is crucial to 
Gandhi's ruling Congress party, which 
lost heavily in recent state elections in 
West Bengal and Kerala. Although the 
Congress won handsomely in the gen- 
eral election in December 1985, it has 
fared poorly in all subsequent state polls 
and is currently reduced largely to its 
Hindi heartland area. A loss in Haryana 
would further dent Gandhi's and the rul- 
ing party's image. The impression that 
aou expediency in Haryana was at the 

ttom of Gandhi's decision on Punjab 
is further strengthened by the fact that 
as late as a few weeks before presiden- 
tial rule was proclaimed in Punjab, New 
Delhi's leaders kept reassuring Barnala 
of their support to his government. 

Ironically, it was a similar electoral 
shortsightedness of the Congress in 
Punjab which led to the rise of fun- 
damentalism among the Sikhs. In the 
early 1980s, the Congress encouraged 
some fundamentalists — who later 
turned terrorists — to split the Akali 
Dal. After coming to power in late 1984 
in the wake of his mother's assassination 
by Sikh bodyguards, Gandhi took steps 
to negotiate with the Sikhs and signed 
an accord in 1985 with Sant Harchand 
Singh Longowal, who in turn was killed 
by Sikh extremists. The Longowal ac- 
cord led to elections in Punjab and 
brought his lieutenant Barnala to 

wer. 

While the 1985 election gave an 
overwhelming victory for the moderates 
among the Akali Dal, it also induced an 
unprecedented polarisation between 
the Sikh and the Hindu communities in 
the state. Thus Barnala was faced with 
the uphill task of coping with minority 
distrust, growing terrorism and extract- 
ing the concessions agreed on in the 
Longowahaccord — namely the return 
of Chandigarh and the sharing of river 
waters with Haryana. Even as Barnala 
tried to cope with the situation, his 
Akali Dal rivals split from the party and 
he had to rely on Congress support for a 
majority in the state legislature. 

Barnala’s position became increas- 
ingly untenable as terrorism showed no 
signs of abating and New Delhi began 
dragging its feet on implementing the 
major provisions of the Longowal ac- 
cord. Even Rebeiro accepts the inevita- 
ble conclusion that terrorism cannot be 
fought by police methods alone. The so- 
lution to Punjab has to be a political one. 

But even if New Delhi, in due 
course, comes around to fulfilling the 
terms of the Longowal agreement, it 
will have to find a credible Sikh political 

roup to run the state. With the Akali 

al hopelessly splintered, it would be 
difficult to find another Barnala. The 
task of appeasing the Sikhs and over- 
coming the communal polarisation will 
have to be tackled along with the fight 
against the terrorists, which promises to 
be a long haul. п 
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By Husain Haqqani in Islamabad 


pix Minister Mohammad Khan 
W Junejo's government is saddled with 
allegations of financial irregularity 
against a cabinet minister, the second 
such scandal in less than a year. Minister 
‘for Local Government and Rural De- 
velopment Anwar Aziz Chaudhri al- 
legedly. transferred Rs 9.5 million 
(US$547,550) in development funds to 
a cooperative in his hometown. 

The money came from а special 
scheme, administered by Chaudhri’s 
ministry, under which MPs can direct an 
annual expenditure of Rs 5° million 
in their constituencies. While MPs are 





have no control over the actual im- 





4 government departments subject to 
J normal procedures and periodic audits. 


distric's share of Rs 5 million to be 
transferred to a newly registered farm- 
ers. cooperative which he effectively 
“controls. Using his influence as minister 
in: charge of the special development 
"fund, Chaudhri also obtained additional 


-| MPs’ allocations, bringing the coopera- 
tive's worth to Rs 9.5 million. 
Although Chaudhri’s cooperative 


Scandal in the cabinet 


Development funds diverted for jeeps and TV sets 


‘empowered to choose projects from a | bulk purchases of tube- 
^o. priority list — including building of ' 
| schools, roads and hospitals — they 

| plementation which is carried out by |.was brought to the prime 
| minister's. notice by some of 


“Instead of following the normal pro- · 
“cedure, Chaudhri ordered his electoral: 


counts and return of its un- 


sums for his cooperative out of other ` 





did not even meet the minimum official 


criteria for such bodies, he not only se- 
cured the development funds for it, but 
also arranged extra credit from the Pun- 
jab Cooperatives Bank. Officials from 
the provincial cooperatives department 
pointed out that the society's accounts 
and records were not maintained prop- 
erly. Few of the cooperative's 8.000 
listed members paid any subscription 
and its expenses were met almost exclu- 
sively from the diverted development 
funds. Contrary to the government’s 
priority of spending on health, educa- 
tion and road construction, funds in the 
minister’s constituency меге spent on 








M goyernm 

nancial dealings is said to be under 
Some cabinet, members have calle 
his resignation; though no de 
so-far been taken. Chaudhri 
other ministers, is a former memb 
the opposition Pakistan People's P. 
He joined the ruling PML after Ju 
revived it last year, and is resented 
PML loyalists as an opportunist. 27 

Although Chaudhri admits 
may have bypassed government; 
tions and Junejo’s directives, he i 
that the funds were utilised for his 
stituents’ uplift. The ministers dist 
one of the least developed areas in 
jab and its population comprises ma 
subsistence farmers. Chaudhri’s: ai 
say he was only trying to conso 
local power base by a “novel a 
to development. MT 

According to this view, the coo 
tive society had been formed to 
agricultural inputs to farmers. an 





















































wells, Jeeps, motorcycles - 
and TV sets. 


Chaudhri’s irregularity 


his opponénts within the 
ruling Pakistan Muslim 
League (PML). Junejo im- 
mediately ordered the clo- 
sure of the cooperative’s ac- * 


disbursed funds to. the ex- . 
chequer. Апоћег move by 
the minister to let his coope- 
rative handle funds for rural 
electrification in his area 
was thwarted before actual 
spending took place.. 

A detailed investigation 





| Chava: 





m tend immediately пе 
_ facilities. But. no: exp 
tion is given as to: 
cooperative's record. 
inadequate and what. 
ij lopment function 
served by jeeps and 
. Observers say. th 
iroversy. ove 
. marks a new batt 

; К 
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Anew French connection 


F rance has agreed to resume cooperation with Pakistan in 
V the field of nuclear-power generation provided an out-of- 

court settlement is reached over Pakistan's claims for com- 
“pensation arising from the unilateral abrogation by France in 
:1978 of an agreement to sell a nuclear-reprocessing plant. If a 
/ French Government-proposed deal for a power reactor goes 

ahead, it would be the first official sale of nuclear equipment 











corruption. 





weapons-grade uranium at the closed research facility 
‘Kahuta,; have been demanding full safeguards covering 
Pakistani nuclear installations. 
The French Government's decision to tie the sale 
reactor to settlement of the compensation question: 
its desire to put an end to the reprocessing plant contr 
According to diplomatic sources, France believes, tha 
sale of a power reactor under IAEA inspection would 
jeopardise non-proliferation concerns. Unlike the 











de fuel could ha 


«by а Western country to Pakistan in a decade. 

French. Foreign Minister Jean Bernard Raimond an- 
nounced his government's readiness to start fresh negotia- 
tions for the supply of a nuclear-power plant Mariny talks in 

v| early May in Islamabad. France had interrupted delivery ofa | 
 muclear-reprocessing plant nine years ago as part of a US-led 
‘effort against Pakistan's alleged nuclear weapons program- 
_| me. Since then Western nations have refused to sell nuclear 
| technology, insisting that Islamabad put its nuclear facilities 
under international safeguards. 

In its latest offer, France appears willing to sell а nuclear 
reactor provided that the plant is subject to International 
Atomic Energy Agency (IAEA) safeguards. But there is no 
demand for Pakistan to sign the nuclear Non-Proliferation 
Treaty nor has France asked for safeguards for other nuclear 
facilities as a pre-condition. ; 
© Pakistan already has a Canadian-built power plant a 
Karachi which is open to IAEA inspection. Western coun- 

concer! je ed capacity for enrichment of 


ing plant, where weapons- 
tained tlirough plutonium, the French reacto 
tribute directly to the building of an atomi: 
Although France lias accepted the need 
in principle following judicial arbitration; 
lation of the plant, to have been installed at | n: 
tral Punjab, it does not accept Pakistan's financial claims 
ning into hundreds of millions in US dollars, 
e REVIEW has learned that during the p 
France has indicated its willingness to pay. Ffr 500 
* (US$83.6 million) in compensation, in addition to inci 
defence and economic collaboration. “а 
In military hardware, France is wi 
Mistral surface-to-air missiles, Gazellg 





































oncerned by the 

















































SRILANKA — 


; By Rodney Tasker in Nuwara Eliya 


Me visitors to Sri Lanka’s central 
highlands are enchanted by the 

outward appearance of tranquillity, 
¿with smiling Indian Tamil women 
_ plucking tea in the green estates and a 
7 general air of anachronistic colonialism 
pervading an area which once per- 
сѕопібеа the lifestyle of the British Raj. 
_ The British have long gone, and the tea 
| estates are now run by the government. 
Yet the serenity prevails. 

How long this superficially delightful 
state of affairs can continue is now 
coming under scrutiny. Sri Lankan 
Tamil areas to the north and the east 
ve been turned into battlegrounds as 
the government tries to subdue Tamil 
nilitants fighting to carve out their own 
independent state. Pessimistic obser- 
rs in Colombo feel that it is only a 
matter of time before the Indian Tamils 
аге drawn into the conflict. 
< The Indian Tamils, who originally 
came from what is now the Tamil Nadu 
state in southern India, comprise a sepa- 
rate 1 million-strong community in eth- 
“nically conscious Sri Lanka. The Indian 
Tamils work almost exclusively in the 
*Hill Country” tea plantations includ- 
-ing those in the Nuwara Eliya region. 
Although the plantation Tamils are vital 
o the country’s largest industry and the 
розе foreign-exchange earner, they 
_ have traditionally been the most under- 
privileged, most exploited and ignored 
the island's communities. 

-They have also been an easy target 
' foráttacks from time to time by gangs of 
Sinhalese thugs who want to vent their 
tage on indigenous Tamils in the north 
‘and the east who are trying to split their 
country apart. Although the Indian 
Tamils are considered too low caste by 
«their more militant Sri Lankan Tamil 
brethren to be a community worth fight- 
Ang for in the Tamil-Sinhalese confron- 
tation, their disgruntled youth can 
nevertheless provide recruits for the 
.armed Tamil cause. This is a worrying 
factor for the government, which has 
beefed up its mainly Sinhalese police 
force in the Hill Country and a year ago 
moved in a battalion of army auxilliaries 
into the Nuwara Eliya area. 
. Almo cinevitably, there have been 
complaints from the Indian Tamils of 
police harassment, on top of their long- 
чараа that a large number 
Rs and still awaiting 
bip and that they are 
adequate govern- 
d housing facilities on 
y are not allowed to own. 
Eh the community, whose an- 
re shipped to Ceylon by the 








Under the surface calm 


Militants could make inroads among plantation Tamils 


British in the 19th century as bonded 
labourers to work the lucrative tea 


plantations, generally considers itself | 


aloof from the Sri Lankan Tamil 
separatist cause, there is serious con- 
cern in Colombo that Tamil militant 
groups are infiltrating the region. 

These fears were articulated by 
Minister of Rural Industrial Develop- 





ment S. Thondaman in March. Thonda- 
man heads the Ceylon Workers Con- 
gress (CWC), which is the main union 
and political party representing the 
Tamil plantation workers, and as such is 
treated with a great deal of respect — 
some would say fear — by the predo- 
minantly Sinhalese government. 
Addressing a CWC convention, 
Thondaman warned that police arrests 
of Indian Tamil youths risked driving 
them to militancy. “It is one thing to 
take into custody youth against whom 
there is verifiable evidence, but to de- 
tain youth on tip-offs and secret infor- 
mation furnished by mischief-makers is 
to pave the way for creating a situation 
as in the north and the east,” he said. 








Tamil tea pickers: easy target. 






































Ла a recent interview with the 
КЕМЕМ, Thondaman, 74, claimed the 
plantation Tamils were becoming more 
united and better organised to ward off 
threats from both the police and violent 
Sinhalese civilians. "The estate worker 
is becoming strong," he said. "He won't 
run away. He fights back, and the 
Sinhalese respect this." 


he СМС” assistant secretary in the 

Hill Country town of Hatton, Sin- 
nasamy Raju, was less sanguine about 
the future: "The plantation Tamils are 
worried that we will be drawn into the 
war with the [Tamil] terrorists," he said. 
He said there were reports that Tamil 
militants, mainly from the Eelam Rev- 
olutionary Organisation (Eros), were 
trying to recruit plantation Tamils for 
training in the north. The CWC would 
strongly oppose any such infiltration by 
the militants. 

About 10% of the tea plantation 
Workers are Sinhalese, including nearly 
all the estate superintendents and fac- 
tory managers. Sinhalese villagers are 

“ also spread throughout the region, and 
the government is trying to resettle 
тоте in the region — a move opposed 
by the CWC. There have been violent 
clashes between the two communities 
over the years, particularly in 1977, 
| 1981 and 1983. In 1986, Sinhalese gangs 
again. went on the rampage in the re- 
gion, but this resulted in the retaliatory 
burning of several Sinhalese-owned 
shops and small businesses. 
The government obviously wants to 








maintain a strategic Sinhalese presence 
in the region, but there is a growing fear 
among Sinhalese here that they would 
be massively outnumbered in any real 


confrontation. “Only 5% of us in this | 


area are Sinhalese, so if they [the Tamil 
militants] train these estate workers, it 
will be difficult for the Sinhalese to 


stay," one Sinhalese tea factory officer | 


told the REVIEW. 

He had lived and worked in the Hill 

Country for 16 years, but said that if the 
overnment offered him a job in Co- 
ombo or elsewhere in the south he 
would take it immediately. "We can ex- 
pect in another five years’ time, if this 
{Tamil militant agitation] goes on, we 
will not be able to live here.” Some of 
his Sinhalese friends in the area had al- 
ready moved out over the past year, he 
said. 

One way in which the government 
can move to quell any unrest among a 
newly assertive, better-educated Indian 
Tamil youth, who resent being effec- 
tively bonded to the soil, is to speed up 
the lengthy process of granting Sri Lan- 
kan citizenship to those Indian Tamils 
who remain stateless. 

Although they complain about poor 
living conditions the plantation Tamils 
consider the citizenship issue a major 
factor in their continued cooperation 
with the government. If it is not settled 
swiftly and satisfactorily, with militant 
groups intent on exploiting the grie- 
vances of a downtrodden minority, the 
situation could turn ominously from 
tranquillity to hatred in the hills. п 
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James Clad in Manila 


,tendency to sense conspiracy 
hould not obscure the prosaic reasons 
congressional elections has come 
er scrutiny as euphoria about the 
rnment's triumphant win inevita- 
Starts to fade in the aftermath 
e ae Even a handful of proven 
of foul play could create the im- 
n of yet another irregular Philip- 
election, taking some gloss off 
at President Corazon Aquino called 
the most honest elections since inde- 
endence.” 

This would be doubly unfortunate 
‘or Aquino because, despite bombast 
rom an opposition stunned by its dis- 
mal performance, no one seriously 
uestions the voters' strong preference 
or candidates she favoured. Charges 
ematic fraud simply do not ring 


е more believable criticism about 
ctoral conduct focuses instead on 
iggestions that local officials employed 
dd tricks to add to the government's 
undswell — especially in local con- 
tests for some of-the 200 lower-house 
Objections from the Grand Alliance 
or Democracy (GAD), Kilusang 
agong Lipunan (KBL) and Alliance 
r New Politics (ANP) ranged from 

pering with the count to outright 
orism. On 13 May, GAD's senato- 























near the headquarters of the Com- 
on.on Elections (Comelec). The 
ext day, GAD candidate Juan Ponce 
addressed a still larger gathering 
e site from which he, with others, 
d the February. 1986 uprising against 
ormer president Marcos. — . 

Much of this simply reflects the out- 
ight disbelief, especially in the GAD 
and Marcos-created KBL, at being re- 
jected by most of the country’s’ 26.3 
lion voters. By 20 May the Namfrel’s 
~ National Movement for Free Elec- 
ons and Good Government — fast but 
nofficial count still showed the govern- 
ent winning at least 22 of 24 senate 
‘seats and as many as 160 lower house 
seats. 

On the same day, the slower, but of- 
ial talueiffepared by the Comelec put 





























on winners, with about two- 
nent-endorsed can- 
r house seats. The 


е counts, and thus 
inst strong regional 





NC 
as aic «V d 


o layout opposition. 





;'onduct unbecoming - 


position raises questions over handling of the ballot 


opefuls denounced the results at a- 


figure at 20 government and , 


on more quickly . 


ends@.-Sss-m northern Luzon) tend 


espithe scepticism which greeted | 


opposition complaints, some results oc- 
casionally strained belief. Some pre- 


portedly showed an ANP candidate 
winning no votes at all — despite known 
ded casting their votes there. 

Furthermore, poorly регќогтійр 
candidates from Tarlac district claimed 
"impossibly low results." 

Some suspicions of cheating incon- 
veniently cut against the opposition. In 
Muntinlupa-Las Pinas, former KBL 
mayor Filemon Aguilar's still function- 
ing machine squeezed out support in 


Lucina Teodoro. Las Pinas' acting 
mayor Alfredo Juntillo said Aguilar 
out-polied Teodoro in a few places by 
100:1 even though the same voters 


а а эте ;areas$ апа the second district of Negros 
cincts in Manila's San Juan district re- ` 


| Malabon-Navotas arid other Manila dis- 


some precincts for Aquino-endorsed. 









ing for longer tenure in 
lections later this year to the per- 
formance of government candidates on 
11 Мау. oo... 

By 20 Мау; 90 disappointed candi- 
dates һаа lodged petitions seeking re- 
straining orders to stop proclamations 
of “ostensibly victorious candidates. 
Question marks multiplied over results 
in Mindanao’s Maguindanao and Lanao 


Occidental, in Muntinlupa-Las Piñas 
and Quezon City.as well as in Makati, 


tricts.’ docu dis 

The АМР” reaction to its own poor 
showing’ reflected’ something of a di- 
lemma. ANP campaign chief Fidel Ag- 
caoili described the election as fraud- 
ridden to the REVIEW, adding that 
"numerous cases of terrorism" had also 
shrunk the ANP turn-out. But making 
common cause with GAD/KBL com- 
plaints did not come easy; the ANP 
ultimately may win only one or two 
lower house seats and none at all in thé 
senate. 

An ANP survey in the last week of 
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voted 11:1 іп favour of Aquino’s senate 
slate. 

Besieged in his town-hall office by 
several hundred voluble Aguilar sup- 
porters, Juntillo told the REVIEW that 
Comelec registrars loyal to the ex- 
mayor gave Aguilar a "fraudulent win” 
by 2,700 votes. Comelec’s seven.com- 
missioners unanimously granted a re- 


occupied by Aguilar loyalists prevent- 
ing a transfer of ballots and tally sheets 
to Comelec headquarters. 


part from these local peculiarities, 

however, most charges of impro- 
priety boiled down to accusations that a 
"just-to-be-sure" anxiety seized Aquino- 
appointed temporary mayors and gov- 
ernors, popularly known as officers-in- 
charge, or. OICs, a few days before the 
election. The opposition claims that 
“Locale Government Secretary Jaime 
Ferrer tied presidential endorsemen 
















straining order on Aguilar's proclama-, 
tion. By 19 May, the town hall remained 





campaigning had identified. 28 “near- 
certainties" and 48 "good chances" in 
the lower house. : E 

GAD ‘senate candidate Vicente 
Puyat told the REVIEW on 18 May that 
the government had tentatively agreed 
to "bring GAD members into con- 
gress,” though how this was to be done 
remained unclear. Trade and Industry 
Secretary Jose Concepcion and other 
government..emissaries made. ap- 
proaches; both to Puyat and to Enrile 
family members, sources said. 4 

Although the president is empower- 
ed to appoint 25 lower house. members: 
from a "party list," this: provision 
was not expected to be used until 
after the next presidential. апа con- 
gressional elections, jóintly timed for 
1992. Ls 

All: the same, disappointed candi- 
dates in the recent polls have taken a 
now-or-never attitude. Their gri 


will tie Com 
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a f restraining ord 
to enable a re-count. In an extreme 

case, a totally new.election may be or- 
: dered, a move that last loomed briefly in 


“| 1984 in a dispute over a Camarines del 
Sur seat in the now-abolished national . 


assembly. 
All this means that litigation could 
“tie up-final election results until well 
beyond the 27 July convening date for 
"the new congress, even though senate 
“results are unlikely to change. And 


“this in turn portends the postpone- 


“ment of local polls for about 1,600 
mayors and Pr Ub still officially 
| scheduled for 24 August, but now likely 
‘to be postponed until mid-September or 
later. 


Phe tendency to sense conspiracy 
‘should not obscure the prosaic 
| reasons for the i impressive government 
victory. Voters’ willingness to fill in all 


. | blank ballot spaces for the senate 


: helped boost.the tally for the govern- 
ment's slate. Comelec's generally suc- 
cessful effort to have IÜ voting booths in 
each of the precincts (expanded from 
86,505 to over 104,000 on election day) 
so meant that voters had the necessary 
me to fill in all 24 names. The govern- 
ment's choices for many independent 
senatorial candidates: were set out in 


Election Day sample ballots thrust into ` 


voters’ hands, 


c Other, simpler reasons also help ex- | 
plain: why Philippine elections remain ` 


pen to abuse. Old habits of vote-buy- 
including being paid to stay away 

[t and the giving of com- 
missions to local headmen for the de- 


red voting results all persist. The long | 


ods between ballot. collection, 


nting апа verification also make | 


dling easier. Finally, the government 

oved slowly to revamp Comelec after 

arcos’ departure. Funding for Com- 

ec logistics came fitfully, and late. 

‘Looking ahead, the big government 

‘in could result paradoxically i inva weak 

gress, Much that is new in the poli- 

of these elections — that is, the new 

es — could result in a toothless legis- 
lature. To pick one example, GAD's 

«Muslim senatorial candidate, 


dul Alonto, has reacted badly to the © 


“that рв co-religionists, '"Ma- 
| а Rasul, 


coat- tails. Each of their power 
es are weaker than Alonto’s. 


„In the history of Philippine politics, . 


‘election to the senate or congress fol- 
lowed on from a regional power-base, 
rather than preceding it. Observers say 
that some in the Aquino senate line-up 
ark a departure from that normal 
ractice. They also feel that elements 
e armed forces, still on occasion 
isrespectful of the president’s au- 
thority, could take a similar approach to 
inem new legislature — ignoring its au- 
ibly disturb 
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End of an insurgency 


Communist Party of Malaya remnants defect 


| By Paisal Sricharatchanya in Bangkok 
ET curtain is falling on the Com- 


munist Party of Malaya (CPM), an 
ailing, Chinese-dominated insurgency 
_ movement which for nearly 40 years has 
- been waging a futile attempt from Thai 
- border sanctuaries to liberate Peninsu- 

lar Malaysia. 
In a series of unprecedented mass 


| surrenders between early March and 


end of April, some 653 guerillas who 
| comprised the entire armed strength of 
- a Marxist-Leninist faction which broke 
|. away from the original pro-China 


| group, gave themselves up to the 4th 


_ Army Region in southern Thailand. A 
large-scale military operation was 
mounted on 8 May to pressure the re- 


number 850-880, into surrendering. 

-. Coming after negotiations with the 
Maoist faction had failed, the 4th 
_Army’s 5th Division commander Maj.- 
' Gen. Kitti Rattanachaya declared that 
_ the latest operation, which targeted on a 
- string of the faction's jungle bases in the 
_ Sukhirin district of Narathiwat province 

near the Malaysian border, may be the 

last. The Thais mobilised air support 
and artillery shellings — with Malaysian 
troops moving into blockin sitions 
on the other de of the border By mid- 
- May, several small CPM camps were 


| overrun. 


The mass defection by the Marxist- 
Leninist faction marks the first major 
success in a continuing 4th Army cam- 
paign to pacify the entire Thai-Malay- 
sian border (REVIEW, 12 Feb.). Politi- 
cally, the CPM poses no threat to 
Bangkok. But its influence over a broad 
swathe of remote border areas with 

abundant rubber plantations, forests 
and minerals has long bothered the 
Thais. 
After Thai insurgents and Muslim 
- separatist elements formerly active in 
the country's deep south were reduced 
to insignificant numbers, the southern- 
based 4th Army early last year began 
turning its full attention on the CPM. 

The Marxist-Leninist faction had 
been particularly influential among the 
К одну Chinese population of 

ailand’s Betong district which bor- 
ders Majaysfa. Illegal taxes and protec- 
ion Money which the guerillas used to 
extract from those engaged in various 

ipesses estimated to top Baht 
100 million (US$3.9 






machinery could not 
rmanent presence. 


"Firstly, we want to end the CPM's 
armed struggle because it has cost us a 
lot of budget and loss of lives. Then we 
want to regain control over this 
economically important region and 
reinstitute our state sovereignty," said 
4th Army commander Lieut-Gen. Visit 
Arjkumwong. He was hopeful that 
within a year, this long-standing secu- 
rity nuisance would be completely re- 
solved. 

One striking feature of the latest 
development is the fact that all the CPM 
defectors are accorded the same am- 
nesty as returnees from the outlawed 
Communist Party of Thailand, and 
treated with the same open-arm po- 
licy under prime ministerial order No. 
66/23. This is despite the fact that 445 of 
them, or nearly 70% of the total, are 
Malaysian Chinese. 

Under a Thai-Malaysian border co- 
operation agreement dating back to 
1965, these Malaysian nationals are sub- 
ject to extradition, but officials said they 
would be temporarily rehabilitated in 
Thailand “until such a time when they 
feel it is safe to return to Malaysia." The 
Thais have also promised to help facili- 
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tate procedures for their travel to China 
— if they so desire. 

Given Malaysia’s known hard-line 
policy against communists, there is con- 
cern in some quarters here that the 4th 
Army action, which is endorsed by 
Thailand’s National Security Council, 
would be negatively received in Kuala 
Lumpur. However, Visit said the Ma- 
laysian authorities — including Prime 
Minister Datuk Seri ahathir 
Mohamad — have privately applauded 
the Thai “success.” There would be no 
request for repatriation, he said, as the 
Malaysians had promised not to inter- 
fere in Thai affairs. 

The first batch of 114 defectors in 
March have been undergoing an orien- 
tation course at a Thai military camp 
near Yala province. The second grou 
of 539 defectors was received at a col- 
ourful welcoming ceremony on 28 
April, which was chaired by Visit and 
took ee at a remote jungle clearing in 
the Betong district about 10 km from 
the Malaysian border. These defectors 
will camp out at the same site until the 
4th Army finds an appropriate area, 
for their resettlement. 


G iven reliable reports that most have 
privately indicated their preference 
to remain on Thai soil — they fear 
retribution upon returning to Malaysia 
— the defectors’ presence here may 
turn out to be semi-permanent or per- 
manent. Those with Malaysian nation- 
ality are given an “alien” status. Asked 
whether they would later be granted 
Thai citizenship, Visit replied vaguely: 
“It would be in accordance with [the 
process of] Thai laws.” 

Ata Bangkok press conference on 30 
April, Visit openly appealed to news- 
men to refrain from calling the defec- 
tion a “surrender” — he claimed this 
would bruise their honour and may 
jeopardise efforts to attract the remain- 
ing Maoist faction. “There is no winner 
or loser in this game. They [the defec- 
tors] reported to the authorities; we 
promises to provide them security and 

elp them return to a peaceful life." The 
defectors originally requested to keep 
their arms for jail protection, but this 
was rejected by the Thais. 

A video tape on the Betong welcom- 
ing ceremony — from which newsmen 
were barred at the defectors' request — 
illustrates the classic Thai penchant for 
forgiving and forgetting. Smiling young 
male and female CPM cadres, wearin 
jungle fatigues and sporting caps wit 
the етар red star, lined up in disci-- 
plined formation, pledged their alle- 
giance before the Thai flag and por- 
traits of the king and queen. 

Visit presented them all with roses 
and when the formal ceremon 
over, the gathering of Thai soldiers, 

licemen and civilian officials broke 
into friendly conversation with the de- 
fectors. After fighting each other for 
nearly 40 years, old foes are friends. Ell 
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option of tomorrow. 


Chicago's financial markets account for 70 % ofthe world's futures and opti 
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T THE VERY LATEST 
UNICATIONS 


U.S. Route 10. The Santa Monica Freeway. 
One of the busiest, most congested highways 
in America. From the middle of a traffic jam 
here, Los Angeles commuters can make phone 
calls to anywhere in the world, and never talk 
to an operator. 

Ericsson is providing cellular mobile tele- 
phone systems to non-wireline companies 
throughout California. Soon these systems 
will cover the Los Angeles and San Francisco/ 
Greater Bay areas, providing the potential for 
one giant system serving most of the state's 24 
million people. 

Californians spend a great deal of time in 
their cars, and cellular telephoning has become 
popular. Businesspeople especially appreciate 
how effective they can be during hours spent 
on the road. They can even use the system to 
transmit data to their offices. 

You'll find Ericsson cellular systems in 22 
countries on five continents. In the U.S., Erics- 
son holds a 35% share by population of the 
top 90 non-wireline markets. That includes 
five of the top 10: Los Angeles, San Francisco, 
Chicago, Detroit, and Houston. 

Cellular telephone systems. The latest way 
for you to keep business rolling. 
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Ericsson Radio Systems AB 
S-16380 Stockholm. Sweden. Telephone: +46-8 757.00 00. 


The pied-a-terre at 
Trump Pare. 


An incomparable blend of comfort 


and corporate wisdom. 


When you weigh the advantages of a corporate 
pied-a-terre at Trump Pare you may well be 
surprised to discover the business wisdom of 
pK a choice. You are assured all the services of 
a to luxury hotel, with the added pleasure ofa 
statt that knows you and your requirements. 
You are also assured the avoidance of tiring and 
time-consuming check-in lines and the 
surprises and isappointments that often come 
^ wit overnight stays in a hotel. Best of all, there 
: аге significant financial a vantages to having 
a corporate condominium, particu arly at 
л such an impeccable address, and at prices 
: starting at under two undred thousand 
ollars. | 










VY COC 


106 Céntral Park /South 


Studios, one, two, three, and fourbedroom residences priced from undertwo hundred thousand to overfourmillion dollars. 


> Trump Parc Condominiums, 106 Central Park South. By appointment, please. 212 247 7000 
Sales Office 1435 Avenue of the Americas, New York, N.Y. 10019 U.S.A. Dept. FE103 Telex: 9102406308. 


ы є THE COMPLETE OFFERING TERMS ARE IN AN OFFERING PLAN AVAILABLE FROM SPONSOR. NOT AN OFFERING ТО N.J. RESIDENTS OR WHERE PROHIBITED BY LAW. 
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SINGAPORE eser and Printing Presses Act was invoked to justify 
estrict taken for an indefinite period. _ 

The Journal goes to court "Ror té pert, the ойы has МИН war me legal bests 

By ^ А for the circulation cut since the decision on whether or not to 





print letters cannot be viewed as engaging in domestic poli- 
tics. In its motion, the newspaper seeks to have the order re- 
annulled on the 





Te Asian Wall Street Journal is seeking a July hearing 
before Si 





pore’s High Court to argue that the govern- | stricting the number of copies that it 
ment unlawfully cut the newspaper's circulation from 5,000 was made unlawfully, i and 
to 400 copies а day. The request follows the Journals 11 May 





filing of a motion for leave to challenge the 9 February curb- 
ing order, issued by the Ministry of Communications and In- 
formation in response to what it said was the newspaper's 
у; in the domestic politics of Singapore.” 





newspaper 
Singapore’s High Court. Singapore’s Attorney 
Boon Teik was to defend the government's decision. 


By pressing for a legal -—— the Journal hopes to 
e 
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Sihanouk: resigned in protest. 
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By Murray Hiebert in Bangkok 
Cues Prince Norodom Sihan- 

ouk quit his post as leader of the 
anti- Vietnamese resistance coalition for 
one year to protest against the killing of 
his soldiers by Khmer Rouge guerillas, 
according to a statement released by the 
Embassy of Democratic Kampuchea in 
PEDE on 14 May. But diplomats here 
speculate Sihanouk stepped down to 
give himself more diplomatic manoeuvr- 
ing room to seek a solution to the eight- 
year Cambodia conflict. 

Sihanouk's announcement caught his 
allies and supporters by surprise. Sev- 
eral days after the announcement in Pe- 
king, the prince's office in Bangkok, 
which is headed by Sihanouk's son, 
Norodom Ranariddh, still would not 
confirm or deny that the resistance 
leader had quit. But the Bangkok office 
said that two Sihanoukist soldiers were 
killed and 12 were injured in a clash with 
Khmer Rouge Yi ase in Siem Reap 
province on 26 April. 

In his Peking statement Sihanouk 
said: “I shall perform no mission, make 
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The prince protests again 


Sihanouk quits as head of state for one year 


no journey [and] engage in no activity 
for or on behalf of Democratic Kam- 
puchea or of the [Coalition Govern- 
ment of Democratic Kampuchea]” for 
one year beginning on 7 May. Sihanouk 
said he would resume his activities only 
if the Khmer Rouge stopped their attacks. 

Khmer Rouge guerillas have re- 
peatedly ambushed and killed troops 
loyal to Sihanouk since the coalition of 
three resistance groups fighting the 
Vietnamese was formed in 1982. But 
the prince's office here reports that rela- 
tions between the Khmer Rouge and 
Sihanouk's forces have generally im- 
proved since the middle of last year. 

As recently as 22 April, the two 
groups mounted a joint attack against 
a Vietnamese command post in north- 
western Cambodia, killing 38 Viet- 
namese troops and destroying an 
ammunition depot, according to a 
Sihanouk spokesman. Diplomats in 
Bangkok point out that the prince's 
troops have only been able to pene- 
trate deeper into Cambodia in the 





Court was expected to decide whether or not to | move to the courtroom a disput the government which 
grant the July hearing when it meets on 22 May. Government | has thus far been la ely conducted through an exchange of 
officials have said the cut-back, a move also taken against letters between the Journal and , letters 
Time magazine, was warranted by the newspaper'srefusalto | from Si pore officials to domestic and fi 
publish a letter criticising an article on the second Singapore | tions, а S-Singapore exchange of notes and fer- 
securities market. vent verbal comments by several officials in 
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past year because of Khmer Rouge 
logistical support and cooperation. 

Sihanouk's resignation will have little 
immediate effect on the resistance 
groups' activities inside Cambodia, 
analysts in Bangkok say. They point out 
that the different groups have never 
trusted each other te rae that joint 
operations have always been arranged 
by local commanders. 

Sihanouk's Peking statement also 
charged the Khmer Rouge with con- 
tinuing to violate the human rights of re- 
fugees under their control along the 
Thai-Cambodian border. Sihanouk said 
Cambodians in those camps could not 
"escape the bloody dictatorship of the 
Khmer Rouge 'SS' who have stayed 
loyal to the super-Hitlerian and super- 
Stalinist methods of Mr Pol Pot," who 
led the Khmer Rouge when it ruled 
Cambodia in the late 1970s. 

So far, the coalition's major backers, 
China and Asean, have not formally re- 
sponded to Sihanouk's announcement. 

sean diplomats say they are waitin 
for confirmation from Sihanouk himse 
that he has quit. They point out that the 
prince has threatened to resign several 
times before and then backed down. 

Western diplomats speculate that 
Sihanouk may have stepped down tem- 

rarily in order to gain greater dip- 
omatic flexibility. They point out that 
he has said repeatedly that the Cam- 
bodia conflict can only be settled 
through negotiations and that Hanoi 
and the Vietnamese-backed govern- 
ment in Phnom Penh have sent him vari- 
ous informal proposals to talk. 

Diplomats also note that Sihanouk's 
announcement followed Indonesian 
Foreign Minister Mochtar Kusumaat- 
madja's proposal for a “cocktail party” 
between officials from the resistance co- 
alition and Phnom Penh. In the past, 
Sihanouk's coalition partners and 
foreign supporters have opposed any 
contact with Phnom Penh, arguing that 
this implies recognition of the Hanoi-in- 
stalled regime. 
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1982, Vietnamese troops leaving Cambodia: working towards a 1990 deadline. 





Vietnam is committed to 


withdrawal from Cambodia 


ietnam is committed to withdraw 

from Cambodia by 1990. Even 
China is half-convinced of the possibil- 
ity. I gained this impression after exten- 
sive talks in Peking and Hanoi in Feb- 
ruary-March 1987. China concedes that 
Vietnam is contemplating "change" 
over Cambodia. Vietnam believes that 
China's thinking may be similar. Both 
remain to be fully convinced of each 
other's bona fides. 

Vietnam's conclusion that time is not 
on its side in Cambodia, stems from a 
realisation that it cannot continue to 
bear the economic, political and mili- 
tary costs of a confrontation with China 
and an unwinnable war in Cambodia. 

It is uncomfortable with its depen- 
dency on the Soviet Union. Vietnam 
wants to balance its relations between 
the Soviet Union and China and to re- 
sume normal business relations with the 
West. 

It has, therefore, decided to take cer- 
tain risks and withdraw from Cambodia 
after a “decent interval." It plans to de- 
fend its security on the Vietnamese- 
Cambodian border rather than attempt 
to hold the line further west on the Thai- 
Cambodian border. The attitude I en- 
countered in Hanoi was that "after 
1990, Cambodia could be somebody 
else's problem," provided outside 
forces did not interfere. 

That Vietnam is in a transition phase 
in its domestic economic and politi- 
cal policies, and in its thinking about 
China and Cambodia, is confirmed by 
the rise of a more pragmatic leader- 
ship in Hanoi. Vietnam's passive mili- 
tary policies inside Cambodia over the 





past two years also suggest a reassess- 
ment. 

The cessation of Vietnamese anti- 
China rhetoric since at least early 1986 
and a more relaxed view of China from 
Hanoi have been followed by the state- 
ment endorsed at the 6th party congress 
that “the time had come for China and 
Vietnam to negotiate a settlement to 
problems in their relationship." 

China's response so far has been to 
maintain unrelenting pressure. Recent 
clashes on the Sino-Vietnamese border 
reflect China's judgment that admis- 
sions of economic failure made at the 
Vietnamese party congress mean Viet- 
nam is susceptible to another turn of the 
screw. Vietnam is reasonably confident 
of its ability to withstand Chinese bor- 
der attacks but it is acutely conscious of 
the huge costs involved. 

There is a widely held belief that 
Vietnam has the resolve to win its war 
in Cambodia. This is based on the 
view that the Vietnamese army would 
otherwise be unemployed and that 
though Vietnam is a poor country, 
its poverty is shared equally. Vietnam 
is credited with unique "staying power" 
because fighting long wars of attrition 
against impossible odds has become 





Gary Klintworth's article is an 
adaptation of a working paper pub- 
lished by the Strategic and Defence 
Studies Centre, Australian Nation- 
al University, where he is a visit- 
ing fellow, following recent talks 
with officials in Peking and Hanoi. 


















part of the life-blood of the country. 

The problem with these views is 
that they ignore the China factor; the 
fact that Cambodia is not a part of Viet- 
nam, and frank admissions by the Viet- 
namese themselves. 

China has been Vietnam's neighbour 
for thousands of years. Vietnam knows 
that as China modernises it will become 
an even more powerful state unlikely to 
succumb to political or economic 
exhaustion from a relatively minor bor- 
der war. 

Vietnam acknowledged in its 6th 
party congress report that China's po- 
licy was aimed at “encircling and isolat- 
ing Vietnam, to bleed it white and to 
make it impossible for Vietnam to con- 
centrate on economic construction.” 
The report admitted that Vietnam's 
“most recent wars were obstacles in the 
path of Vietnam's economic develop- 
ment." It stated that "of the two 
strategic tasks presently facing Vietnam 
— socialist construction and defending 
the country — the former, socialist con- 
struction, was the primary one." 


TM report also spoke about the need 
to switch defence industrial capacity 
to civilian use, to streamline the army, 
and to cut capital construction and 
heavy industry in favour of light indus- 
try and the production of consumer 
goods. 

Estimates of the cost of Vietnam's 
war in Cambodia and, by corollary the 
need to maintain a large army to defend* 
Hanoi, range up to 40-50% of Viet- 
nam's annual budget, an enormous bur- 
den for an impoverished economy. 

China has pitched its military pres- 
sure on the Sino- Vietnamese border at a 
level which minimises China's costs yet 
leaves Vietnam uncertain. China's pre- 
ference is not to engage in a large-scale 
attack comparable to 1979. A "second 
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lesson” would be risky militarily and a 
distraction economically, not to s 

of the domestic political disputes that 
might erupt in Peking. 

Vietnamese leaders have noted 
China’s failure to deliver a second les- 
son. They have, however, been obliged 
to keep 60-70% of Vietnam’s main force 
divisions deployed in northern Vietnam 
“just in case.” 

China will not launch multi-divi- 
sion attacks on Vietnam provided the 
latter adheres to certain ground-rules: 
Vietnam must not reassign forces from 
northern Vietnam sufficient to rout 
the resistance in Cambodia or pose a 
ut threat to the security of Thai- 

and. 

The most that Vietnam can expect, 
based on this “understanding,” is occa- 
sional bursts of artillery shelling and 
bloody trench warfare around Ha 
Giang, a carefully selected battlefield 
roughly halfway along the Sino-Viet- 
namese border. This scale of activity is 
intended to maintain China's credibility 
in Hanoi and Bangkok. 

Vietnam, meanwhile, finds itself in a 

ive defensive position on the Sino- 
ietnamese border and in Cambodia. 
Vietnam's estimated force in Cambodia 
of 140,000 has been insufficient to elimi- 
nate the resistance and at the same time 
seal the Thai-Cambodia border. 
Vietnam has been lured into a grind- 








relations with Thailand and 
the other Asean countries. It 
would block any possibility of 
rapprochement with 
Vietnam. 9 


ing war in a foreign country. Mean- 
while, the UN-recognised Cambodian 
resistance coalition is slowly gathering 
strength. The resistance factions have 
been able to cooperate and attract sup- 
port from within Cambodia, sometimes 
even from Heng Samrin forces. Image 

roblems associated with the Khmer 

ouge — and defections from the coali- 
tion forces — are offset by Heng Samrin 
defections and the Cambodians' dislike 
of the Vietnamese presence. 


V ietnam is sensitive to the fact that 
Heng Samrin, once a Khmer Rouge 
commander, is a Cambodian with his 
own nationalist pretensions. 

The process of Sino-Soviet rap- 
prochement particularly since 
Soviet leader Mikhail Gorbachov's 1986 
Vladivostok initiative has also 
weighed on Vietnam’s confidence. 
Vietnam does not want to see its region- 


PFC Specialist Growth Fund and Jardine Fleming | 


al interests lost in the larger strategic 
game. 

Conflict situations like Afghanistan 
and Cambodia cast an unwanted pall 
over Gorbachov's diplomacy in the 
Asia/Pacific region and Soviet attempts 
to improve relations with China. 

Increased Soviet aid announced at 


the 6th party congress and Soviet en- - | 


couragement of a Vietnamese with- 
drawal from Cambodia are not con- 
tradictory but are, rather, complemen- - 


tary policies. The Soviet Union hopes (0 | 


preserve its relationship with China and — 


still retain access to bases in Cam Ranh |. 


Bay and Danang. With careful states- 


to boost Soviet influence and standin 
in the Asia/Pacific region. A 
Other factors тт. what seems to | 
be a more relaxed Vietnamese attitude — 
towards China, and vice versa, are the | 
process of modernisation in China а 
China’s security perceptions of the 
Soviet Union. The rationale for Viet- 
nam's occupation of Cambodia — fear 
of China — has been undermined by - 
China's return to domestic economic 
priorities; a normalised relationship | 
with the Soviet Union, and an increas- 
ingly orthodox practice of diplomacy. | 
ina, meanwhile, is much less shrill | 
in its commentaries about Vietnam, It | 
no longer feels encircled by the Soviet — 





he PFC Intemational Portfolio Fund is a unique investment concept bringing 
together some of the best funds and managers available in Hong Kong and 


offering three investment strategies. 


One of these, the Specialist Growth Fund, is invested in a wide range of international 


equities and has shown an increase of 12996* since launch in April 1985. 

Jardine Fleming's Eastern Trust has contributed to this performance with a growth of 
6496* during 1986. Jardine Fleming, and Robert Fleming in London, have one of the 
most consistent and outstanding performance records amongst investment management 
companies. Their investment advice, based on expert knowledge and the extensi 
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Union and does not regard Vietnam as 
an agent of Soviet hegemonism, as it did 
in 1979. China is, in other words, com- 
ing to terms with the reality of an inde- 
pendent Vietnam on its doorstep. Viet- 
nam’s stubborn resistance to Chinese 
Cop over the past decade has 

elped to establish the parameters for a 
new late 20th century Sino-Vietnamese 
relationship. 

Vietnam's biggest problem is to con- 
vince China that it is not bent on estab- 
lishing, as alleged, an Indochinese fed- 
eration — or if it ever was, it has now 
given up the idea, and that it plans to 
withdraw from Cambodia by 1990. 
China's problem is to convince Vietnam 
and the Asean states that it does not in- 
tend to use the Khmer Rouge as an 
agent for Chinese hegemonism. 


hina can probably find common 

ground with Vietnam about the fu- 
ture of the Khmer Rouge. China was 
never comfortable with them. A Khmer 
Rouge resurrection in Cambodia 
would jeopardise China's relations with 
Thailand and the other Asean coun- 


tries. 

It would block any possibility of rap- 
prochement with Vietnam. My impres- 
sion from talking to the Chinese, how- 
ever, is that if Vietnam does in fact with- 
draw from Cambodia then China would 
try to "guarantee" that a coalition gov- 
ernment in Phnom Penh is not domi- 
nated by any one faction. 

The prospects for this denouement 
are, of course, subject to resolution of a 
conflicting range of fears and ambitions. 
One of the main uncertainties will be 
China's response to Vietnam's with- 
drawal. China's long-term interests will 
be ill-served by a refusal to recognise 
the legitimate security concerns of Viet- 
nam in the composition of the regime 
established in Phnom Penh. 

Vietnam is aware of the problem of 
face involved in dealing with China. 
That is why, I believe, it has decided to 
take some risks and withdraw from 
Cambodia from 1990, even though it 
has not yet received any guarantees that 
China will cease to support the Khmer 
Rouge. Vietnam is gambling that the re- 
gional and international situation over 
the next few years, plus China's own 
self-interest will lead China to drop the 
Khmer Rouge in “the waste paper bas- 
ket" in the post-military phase of a set- 
tlement in Cambodia. 

Vietnamese officials want other 
countries to play a counselling role 
to both China and Vietnam. Vietnam 
regrets the passive attitude of the 
US. 


Japan was in step with the US, though 
it is mapping out a post-settlement in- 
vestment strategy for Indochina. At the 
moment only the Soviet Union seems 
prepared to audition for the role of 
bridge-builder and marriage counsellor 
to the two socialist states of China and 
Vietnam. п 





Dealing with the boss 


Asean tries pressuring Hanoi via Moscow 


By Rodney Tasker in Bangkok 


ith a dramatic change in Hanoi’s amid Moscow’s concern 


leadership 
that the Vietnamese are misusing its Asean countries feel the 
ds ke uin танин чуар : а уед кү" 


thrust 
time, the Asean Six are working on the 


Moscow’s concern 


Siddhi’s visit to Moscow has not revealed changes in Moscow’s position. 
Yet, Indonesian Foreign Minister Mochtar Kusumaatmadja, Asean’s inter- 
locutor with Hanoi, tends to see some movement in the Asean-Vietnam- 
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by the Soviets and after Shevardnadze’s March visit to of- 
the desirability 

solution, and the other was a joint desire that Soviet as- 
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not withdrawing from on the Vietnamese, 
we have been leaning on the Soviets, and let's face it, China has to play ball." 


a withdrawal of 





“We shape our buildings, 
thereafter they shape us.” 


In late 1987 Hong Kong will be home 
to another tribute to architectural excellence 
in the shape of Bond Centre. 

Conceived and designed by one of 
America’s foremost architects, Paul Rudolph, 
in association with Hong Kong architects, 
Wong & Ouyang, this unique building is 
destined to be recognised as a Hong Kong 
landmark around the world. 

Bond Centre stands at the heart of 
Central's most rapidly expanding business 
location, Queensway. The two level vehicular 
and pedestrian system has actually been 
integrated into the building's design to take 
full advantage of its unique location. 

Bond Centre comprises twin 
octagonal towers of 42 and 46 floors, with 
space ranging from 6,450 square feet to 
12,500 square feet net per floor. 

A major feature of Bond Centre will 
be the impressive lobby with its cascading 
Staircases, lush gardens and monolithic 
columns. 

Natural lighting will flood the area 
via huge glass walls, as shadows are 
created by massive columns. 

This dramatic effect combined with 
its spaciousness will give the lobby both 
grandeur and serenity. 

To quote Rudolph himself, "It will 
serve as a meeting point and a place of 
great calm". 

For more information, a detailed 
brochure or a full presentation, call or write 
to Mr. Michael Laven or Mr. Simon Haynes 
of First Pacific Davies in Hong Kong. 


ve 
BOND 
CENTRE 


Central, Hong Kong 





Sole leasing agents. 
FIRST PACIFIC DAVIES 


FIRST 23rd Floor, Two Exchange Square, Central, Hong Kong 
PACIFIC} Tet 5-8104838, Thc 61851 HX 


- Moving in the Same Direction 


Lucky-Goldstar is a U$12-billion 
group of 26 Korean companies 
working in chemistry, electronics, 
and services. 

Today, Lucky-Goldstar products 
and services ranging from engineer- 
ing plastics, home appliances and 
fiher-antic communication systems 


OU & LUCKY-GOLL 


to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren't ours alone. 

Through successful partner- 
ships with companies like AT&T, 
Hitachi, Siemens, and Caltex, we've 
developed a leading edge in some of 
todays most important business 
fields Through technical exchanges 





and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 


Mahaiac Electric in Thailand, SABIC 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to find out more 
about Lucky-Goldstar. Contact the 
Business Development Dept., Lucky- 
Goldstar Int'l Corp., CPO Box 1899, 
Seoul, Korea. Phone (02) 776-6517, 
Telex K27266 LGINTL. 


| LUCKY-GOLDSTAR 


Business Fields of Lucky-Goldstar Companies: ^". ^ 


Chemistry, Resources and Energy O Lucky, Lid.) Honam 
Oil Refinery Lucky Advanced Materials C Korea Mi 
& Smelting Electrics and Electronics O Goldstar Со, 
OGoldstar Semiconductor Goldstar Electric Devices 
OGoldstar TelecommunicationDGoldstar Electric 
OGoldstar-Alps ElectronicsOGoldstar ‘Precision 
(Goldstar Industrial SystemCGoldstar Instrument & 
ElectricOGoldstar Electric Machinery 0 Goldstar- 
Honeywell Goldstar Cable Services? 
International Lucky Ѕесигїіеѕ Рап Korea Insurance 
Самак Investment & РіпапсеОРиѕап Investment & 
inanceC]Lucky Development шеку n: 
SunglSystem Technology Management Public 
and Sports) Lucky-Goldstar Sports OThe es 
Foundation“) The Yonam Educational institute 





THE JAL PLEDGE 


As highly trained and dedicated 





professionals we will confidently 
do our utmost 
to make any flight 


Because of Misas enthusiasm with us as enjoyable as possible. 
1 
no other airline can offer you this: 


As the world’s 
number one IATA airline we 
will maintain the highest standards 
of service, as befits 
our leadership position. 


As Japan's international airline 
we are bound by our own unique ө 


corporate sense of honor 
to fulfil these promises. 


JAPAN AIR LINES 
Its a guaranteed pleasure. 
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* ALTHOUGH recent contributors to 
our LETTERS columns have seemingly 
established beyond doubt that Prince 
Sihanouk’s reign over Cambodia during 
the 1960s was also marked by oppres- 
sion and the execution of political 
enemies (however mild it may ре їп 
comparison with the regimes which fol- 
lowed him), I stubbornly retain rem- 
nants of my old belief that Sihanouk 
still represents the only symbol under 
which that country could possibly unite. 
Nevertheless, there is something in- 
creasingly pathetic about the way he 
uses his only battalions — the media. 
Last week, at the same time as the 
photographs reproduced in the LETTERS 
column arrived, so did another, posted 
in North Korea, with Sihanouk’s per- 
sonal card attached. 





As the Prince wrote on his card, the 
picture was taken “on the occasion of 
the Khmer New Year on 13 April 1987 
at Pyongyang, when His Excellency 
Kim Jong Il sent his personal represen- 
tatives to present to Sihanouk several 
crates of Korean and tropical fruit." 
The handwritten caption continues: 
*From left to right, Norodom Narin- 
deopong, younger son of N. Sihanouk; 
the representative of Son Exc. Kim Jong 
Il; Princess Monique [the prince’s long- 
suffering wife]; N. Sihanouk; the Am- 
bassador of Democratic Cambodia at 
Pyongyang; a high Korean functionary.” 
€ THE whole scene reeks of pathos. 
The high functionary on the right looks 
more like a security guard. On the floor 
by the feet of the smiling, bowing Prince 
is a fluffy lapdog of some variety, totally 
out of place in such revolutionary sur- 
roundings. (It reminded me of the days 
when Sihanouk was in exile in Peking, 
accompanied by an entourage including 
court jewellers, musicians and so on, 
when the late prime minister of China, 
Zhou Enlai commented: “Having a 
royal prince in Peking is like keeping a 
polar bear at the equator.”) But if one 
examines the crates of fruit which the 
son and heir of the deified old dictator 
of North Korea has presented to 
the prince, one can distinguish cartons 
of Sunkist oranges and Del Monte pine- 


apples. 
I wonder whether some of the fruits 
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.as China's Red Guards once 


will be preserved, like relics of the cross, 
reserved 
some mangoes which the late Mao 
Zedong had given them? 

@ A FEW days later, on 25 April the 
North Korean publication People’s 
Korea went into ecstasies over the 
75th birthday of the great, respected 
and beloved leader, Kim Il Sung. A 
front-page peores showed him 
with such builders of Socialism as 
Mingistu, then came texts of numerous 
greetings from © fraternal socialist 
parties, and so on — the usual per- 
sonality cult nonsense. But the high- 
light of the issue was spotted by David 
Barrow on page five. It was a photo- 
graph of the “Romanian Madrigal 
Chorus Group,” in full national folk re- 
galia, singing a specially composed 
work “Ceausescu— 
Kim Il Sung." I can't 
wait for the compact- 
disc recording to ap- 


pear. 
@ SOUTH Korea 
also has its two highly 
political Kims, both 
prominent in their 
opposition politics. 
But according to re- 
cent headlines spot- 
ted in the Seoul press 
by Mike Cooper, the 
Kims are no differ- 
ent from other poli- 
ticians in making extravagant claims: 


2 Kims to form 6-man panel 


While the other English-language 
Seoul newspaper made even greater 
play with their attributes: 


2 Kims Form 6-Member Panel 


€ NOT only politicians exaggerate, А 
Sri Lankan diplomat stationed in Seoul 
sends me equally extravagant claims on 
the properties of a plant, Young Ji, a 
variety of mushroom on sale with the 
following blurb: 

Generally called it as 'ten thousand 
years or grass of fresh,’ they called ‘ten 
thousand years muchroom' in Japan, 
they called a 'grass of God, grass of fresh 
eternal grass’ or ‘medicine of emperor in 
China and we called it” eternal grass in 
Korea... 

In Myung dynasty, a doctor name by 
Lee Shi-jin describes [how it] will pro- 
vide eye clearness, improving spirit and 
soul, protection of bowels, enhancement 
of memory power by raise the strength of 
wisdom, strengthen mental attitude, pro- 
tection of the spleen, strengthen of will, 
protection the Kidney, treatment of 
malignant ulcer of wen, dissolved pain- 
spot, protection of paralize, prevention 
of bleeding from the womb cancer on 
pressure of bowels and lacking in weight, 
stays younger and became very fresh if 


human beings take these medicines 
longer. 

Holy grass mushroom (Young Ji) has 
a power to melting thrombus (symptoms 
oF shuting blood vessel from accumu- 
lated old blood) and has prevention 
power of morden diseases stemming 
from thrombus . . . describes that this medi- 
cine is growing cliffs of wild mountain. 

So, if you ever suffer from shuting 
blood vessels stemming from thrombus 
which prevents your morden powers, 
you know what to do: you must climb up 
a Korean cliff and eat grass. 
€ ANOTHER sort of wild cliff was ex- 

sed during a Korean fashion show 

eld earlier this year in Hawaii and re- 

ported by the Korean Newsreview, most 
appropriately in its column, Koreana 
Briefs. The account of the fashion show 


concluded with the immortal words: “Їп | 


the finale, Actress Chang Mi Hee with 
20 beautiful American models, wearing 


a dress embroidered with a Silla king's — 


crown did a special show. The Korean 
film star peeled of the seven layers of 


her dress one by one, drawing wild | 


applause from the audience." 

€ I HAVE no doubt she did, but what- 
ever was laid bare was nothing com- 
pared with the next item in the same 
magazine column, which read: "Resi- 
dents in Chin-Do, Chollanam-do, are 
already busy preparing to meet over 
100,000 tourists in May and June who 
will witness the annual natural spectacu- 
lar of a 2.8 km-long section of the sea 
parting and exposing its bottom.” 

Ф ASEOUL packing and shipping firm 
advertised its services recently in the 
Korea Times (customers are advised to 
keep their hands in their pockets!): 


SAM-SUNG EXPRESS CO., LTD. 


SEA & AIR 
Packing & Shipping 
Find Excellency Safety in your Move 
Fast, Low cost, Reliable! 


Let SAM SUNG EXPRESS 
take off your hands! 


* International & Local Moving 





€ POSTSCRIPT: The REVIEW's David 
Bonavia has just published another 
book, largely made up of telling and 
amusing reminiscences of the years he 
spent covering communist countries, 
and the stints he and wife Judy have 
served out in Peking and Moscow. He 
entitled the book “Seeing Red." Subti- 
tled "Personal Encounters with Com- 
munism,” it is published by Harrap and 
costs £9.95 (US$16.72). 

Unfortunately a book catalogue re- 
veals an earlier work with the sametitle. 
It is: Seeing Red —.The Politics of Pre- 
menstrual Tension by Sophie Laws, Val- 
erie Hey and Andrea Eayan, part of a 
series, Explorations in Feminism, pub- 
lished by Hutchison. Doesn't sound a 
bit like Bonavia. 
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Crew members toast their ‘last’ voyage; protesters against whaling ban; Toshi Maru No. 18 returns from the Antarctic. 
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A whale of a time for 
Japanese science 


By Bruce Roscoe in Tokyo 


ae someone who knows nothing about 
whales, there is little rationality evi- 
dent in the debate on their conserva- 
tion. Pro-whaling nations produce 
hoards of scientists who say some 
species of whale are not endangered, 
and anti-whaling nations find a lot of 
scientists who say all whales are on the 
verge of extinction. 

A group calling itself the Interna- 
tional Whaling Commission (IWC) 
counts among its members tiny, land- 
locked countries which have never had 
anything to do with whales. Other mem- 
bers contribute no scientific data on the 
State of the whale, and still others do not 
even bother to pay their membership 
dues. 





Pet per that whaling nations have 
a vested interest in getting their scien- 
tists to say whales are safe, and consid- 
ering that the IWC, despite its hazy cre- 
dentials, would not have put itself to- 
gether in the first place were it not for 
the probability that whales were in trou- 
ble, one tends to side with the conser- 
vationists and give the benefit of the 
doubt to the whale. 

Japan, which thinks it has caught 
whales for about 2,000 years, regularly 
adds to international confusion on the 
issue by saying it will not catch whales, 
and then again that it will. 

When the IWC in 1985 declared a 
five-year international ban on whaling, 
to take effect in 1986, the US stepped in 














to give Japan a two-year reprieve, but 
threatened to ban Japanese fishing in 
US waters if Japan did not stop whaling 
in 1987. 

The latest fuss about whales has been 
caused by Japan saying it will stop com- 
mercial whaling, but keep catching 
whales for *research." This should sur- 
prise no one. Two years ago, Japan said 
it would *research whales" after killing 
them, after it stopped killing them. 
Whatever one thinks of whales the issue 
is one of credibility, and Japan's record 
of keeping either word or spirit of inter- 
national agreements on wildlife conser- 
vation demonstrates beyond any doubt 
that at government level the nation has 
no intention whatsoever of protecting 
the most endangered species that can be 
consumed or traded for profit. 

Japan's contempt for the Conven- 
tion on International Trade in En- 
dangered Species is the best example. 
Years have passed since Japan signed 
and ratified the treaty, yet the Japanese 
Government has passed no laws to 








T is chairman of T (meaning 
“coexistence withthe gods of mature” Ainu), headquar- 
By Ted Morello in New York tered in Akankohan in Hokkaido, of 
A pe a people have aroused the interest — Japan's four major islands. He said that before the J 
the UN and the US’ foremost “invaders” their concept of progress and dev 
an international campaign to their owl from the mentto a there were А 
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make it meaningful. And the govern- 
ment agency for environmental affairs is 
afforded hardly any authority over this 
matter. 

When Japan did ratify the treaty, it 
used a loophole to place “reservations” 
against all of the endangered species 
which it intended to kill or have killed, 
and trade — more reservations than any 
other signatory. The sea turtles are still 
turned into soup, the ivory and rhino 
horn carved into stamps and acces- 
sories, the crocodile, snake and lizard 
skins crafted into handbags and belts, 
the musk strained into perfume. And 
still the whales are butchered. 

It is a loophole in IWC rules which 
Japan is exploiting now to justify the 
legality of its plans to continue catching 
minke whales in Antarctic waters. The 
IWC failed to address the issue of “re- 
search” whaling when it issued the ban. 
Such loopholes are familiar pos to 
legalistic Japanese officials. Japan kill- 
ed several hundred Bryde's whales in 
the late 1970s using a "scientific permit" 

rovision of the IWC. It later 

came clear that this harvest 
was motivated much more by 
the desire to consume than 
study. 


apan takes about 320 whales 

(mostly minke, pilot, sperm, 
Bryde's and Baird-beaked) a 
year from its own coastal waters 
and by some pelagic operations, 
and says local communities need 
about 210 of these. The rest are 
eaten in sushi shops and process- 
ed into whale products. Japan 
argues that regulation of the 
catches which are for consump- 
tion by local communities is 
beyond IWC competence. 
Other Japanese whaling is done 
in the Antarctic. 

In maintaining that regulated 
whaling of some species does no 
harm, Japan is in the bosom 
company of South Korea, Nor- 











way, and Iceland — the Soviet Union is 
neither arguing with the IWC’s 
moratorium nor showing any intention 
to exploit its loopholes. 

In Japan's “last” Antarctic season, 
begun in November, a fleet of whale 
catchers and the Nisshin Maru No. 3 
factory ship killed and boiled down 
1,940 minke whales. 

Japan now proposes that its Antarc- 
tic whaling continue to the tune of 875 
whales a year in the name of “reproduc- 
tion research” — about the only type of 
study that requires cutting up a whale. 
The World Wildlife Fund (WWF) calls 
this switch from commercial to scientific 
whaling a “simple scam.” What the 
world still needs to know about whales 
cannot come from the study of dead 
ones, the WWF insists. South Korea, 
Norway and Iceland are planning to use 
the same IWC loophole to continue 
whaling, though their proposed catches 
are a small fraction of Japan’s “re- 
search” target. 

It is a pity that in the whale debate 





treasure house of wildlife left in Japan,” the delegation said 


many international conservationists 
contested the deal struck between the 
US and Japan to circumvent the IWC 
ban for two years. Greenpeace Interna- 
tional, among others, took the US State 
Department to court and won. By 
threatening to cut off all Japanese fish- 
ing in US waters in the event that Japan 
continued whaling beyond the reprieve, 
the US was making a deal which had no 
loopholes at all. It was also, and quite 
cleverly, transferring the argument to Ja- 
panese fishing industry lobbies. The 
biggest of these fish the US zone, and 
would make no bones about decimating 
the remaining Japanese whalers if their 
US quotas were about to be scrapped. 

Strangely, Greenpeace amon 
others took the view that Japan woul 
listen to the IWC more than it would to 
the US. Conservationists would have 
been more sensible to support fully the 
US-Japan Whaling Arrangement, 
which would have put them in a sron 
position to take both countries to tas 
over Japanese “research whaling” con- 
ducted after the deal expired. 

As a practical matter, Japan's 
whaling industry is on its last 
legs. The hard question which 
needs to be asked is whether 
the whaling company Kyodo 
Hogei has any plans to build a 
new mother or factory ship? Its 
last remaining factory ship is 
50 years old. Industry sources 
say it should be scrapped. Banks 
are not extending loans to 
Kyodo Hogei (it thus desper- 
ately needs cash from “re- 
search" work). 

The company itself is feeble. 
It was made up of the whaling 
departments of three big fishing 
companies which had decided to 
put whaling behind them, and 

as no corporate history or in- 

dustrial strength. Just as it is 
being abandoned by the fishing 
industry at large as a rather 
troublesome nephew, so would 
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| endangered — and its inner coastal | after gaining power. Among the long | domestic and foreign, as a rising star in 
ches have remained constant for 30 | list of leaders discussed in the book, | China's emerging political science 
ars. there are ancient emperors, tribal | studies. 
chiefs, religious. heads, constitutional After graduation in physics and 
pan's final argument to the IWC, | monarchs, fascist. dictators, modern | mathematics in 1964 at the China Uni- 
erefore, has been that small-scale | presidents and ministers. The numerous | versity of Science and Technology, 
| whaling be allowed to continue | examples offered tax the readers’ | where the recent student riots were - 
an.IWC provision for “aboriginal knowledge of world history. sparked off, Yan was admitted to the | г 
ence" whaling, which it parallels |, Соттоп features are identified in | Philosophy Research Institute of the 
aling by Alaskan and Greenland | the book even among leaders of vastly | China Social Science Academy. During ` 
nunities. This, the Japanese Gov- | different societies and living in very dif- | the Cultural Revolution, he started to 
ent says, would account for 2% in | ferent times; Catholic popes were | collect information on political systems 
of the current level of Japanese | elected. in the same way as Islamic | of the world, and has contributed a large 
lale catches. | _khalifahs: President Gamal Abdel Nas- | number of works on political science 
Rut there are disturbing aspects of | ser of Egypt and Emperor Li Ming of | during the past five years. His “Three 
an’s case. In a recent document pre- |. China's. Tang dynasty used the same | Nos in Science" have become а celeb- 
d by the Japanese Government to, | methods to prevent losing power; Shah | rated dictum: No restricted area, No 
WC, a copy of which was obtained | Mohammed Reza Pahlavi of Iran and | idol and No pinnacle. — 
the REVIEW, Japanese officials.go |. Queen Elizabeth I of England suffered . The purpose of this book, according 
t.of their way to contest the TWC's | the same succession problem due to the | tó Yan, is “to help present leaders in the 
mpetence to outlaw trade in whale | lack of legitimate heirs; and Ferdinand | world to understand further their loft 
ucts. Another attitude made cleat | Marcos of the Philippines and King |.responsibilities." Yan wrote this boo 
this document is that Japan has no in- | Louis XVI of France were both over- | not in the capacity of an expert in com- 
on whatsoever of relinquishing its | thrown by the. people of their coun- | parative government, but as an ordinary 
ight” to kill whales for “research.” tries. — | person, which enabled him “to: realise 
As Japanese officials put it: “The The book covers many kinds of lead- | some truths that many leaders do not 
tter of special permits for taking 
ales for purposes of scientific rẹ- 


L —- 
reh is expected to be one of the focal BIBLIOGRAPHY 
ints of discussion at the forthcoming: 


1. Meeting. However, the is- T | М у ү ‚ 
папсе of special permits for purposes | he world of ala 5 ie NET RUE 

f scientific research is a right endowed | The Malay World of Southeast Asia: a Select Cultural Bibliography, compiled 

e Contracting Governments under | by P. Lim Pui Huen. /nstitute of Southeast Asian Studies, Singapore. No price 

Article VIII of the Convention." given. ` | _ 

бо no matter how many points Japan | 
makes about whaling which may be 
/alid, these must be invalidated wholly 
зу the destruction of its own credibility. - 
When a nation has been whaling com- 












































































he Programme on the Cultural 
Heritage of Southeast Asia is a con- 
tinuing research project sited at, and 
1 “funded by the Institute of Southeast | of "the Malay world" — 
mercially for several hundred ‘years, | Asian Studies (ISEAS) in Singapore. | donesia, Malaysia and t 
digon if not instinct would dictate | This 456-page bibliography comes from 
hat it continues. And wlienitsaysit will | ISEAS staff librarian P. Lim Pui Huen 
апа then will not kill whales, observers : 


% 




























really understand or 
have already forgotten." 

Like ^ Machiavelli's 
The Prince published 
more than four centuries 
ago, Yan's book was 
written to advise on 
leaders’ conduct. Al- 
though Yan understands 
perfectly well that the 
despicable Machiavel- 
lian art of ruling is 
natural and inevitable in 
political reality, he has 
not been hesitant in es- 
tablishing moral rules for 
leaders. Among the 20 
codes of conduct Yan 
laid down for leaders, 
there are high demands 
for altruism and fair- 
mindedness. In some 
ways, Yan is search- 
ing for Platonic sage 
leaders, despite — his 
long training in historical materialism 
which plays down the role of heroes in 
history. 

Yan classifies state leaders into two 
main categories: first, leaders with 
lifelong tenure, and second, those with 
fixed tenure. Although under each of 
these two categories there are many 
sub-groups, the two kinds of tenure 
form the most common basis of com- 
parison throughout the book. This indi- 
cates that in Yan's mind, tenure dura- 
tion makes the crucial difference. 


Bows the two categories of ten- 
ure, Yan is obviously in favour of 
fixed tenure. In the first place, the de- 
terminating factor for a leader to secure 
wer under the fixed tenure system is 

is ability, whereas under a lifelong ten- 
ure system the relationship with previ- 
ous leaders is the decisive factor. Sec- 
ondly, the possibility of bloodshed dur- 
ing power transitions under a fixed ten- 
ure system is much lower than under 
lifelong tenure system. These “find- 
ings” are of course nothing new to stu- 


wait: Lim’s selection of titles range 
widely across history, literature, sociol- 
ogy, economics, anthropology and poli- 
tical studies especially. She puts works 
with a regional focus conveniently at the 
front of each topical section, followed 
by individual country references. 


ЕЗ er bibliography falls into four parts: 
publications fitting into categories 


of “Reference and General Works” 
(traversing the range of resource mate- 
rial and location of archives), “The Set- 
ting” (geography, cartography and his- 
tory) and “The People” f pre 
psychology, ethnography) fill the first 
quarter of the bibliography. The last 
part, “Culture and Society,” comprises 
detailed sub-sections on language, in- 
stitutions, social and cultural change, 





Ti 
= Yan writes4hat “in the 
last thousand years, 
numerous leaders have 
used mystification and 
personality cults to make 
people believe that these 
leaders were extraordin- 
ary . . . Such worship of 
leaders is still around 
today." Although the 
Chinese populace has no 
access to Yan's former 
work, their personal ex- 
perience in the Cultural 
Revolution would cer- 
tainly lead them to asso- 
ciate their late chairman 
with the litical 
maladies identified by 
Yan in the book at hand. 
In On Leaders Yan 
also identifies six.typical 
categories of leaders: re- 
solute and indomitable; 





dents of political science in the West. 
But for a man without any personal 
experience of living in a society where 
leaders’ tenure and power are con- 
stitutionally restricted, it needs both 
deep insight and great courage to write 
this. 

As mentioned, Yan has avoided any 
explicit discussion of socialist leaders. 
Nevertheless, it is not hard for readers 
to find that many parts of the book were 
written with specific socialist leaders, 
particularly Mao, in mind. There are 
separate sections discussing massacres 
of meritorious ministers, abuse of 
power by leaders’ close aides, interfer- 


ence by first ladies, and ineffective | 


leadership by aged lifelong rules. While 
non-socialist leaders were used as exam- 
ples in these discussions, better exam- 
ples can be found in another work by the 
same author, The Ten Year History of 
the Cultural Revolution, banned in 
China but available in Hongkong. 

In that book, Yan discussed the use 
of personality cult by Mao as the fuel of 
the Cultural Revolution. In On Leaders 


beliefs, values and ideas, and “creative 
expression.” 

It is never easy to know when and 
what to exclude from any list. The bi- 
bliography has had to make hard choices, 
some forced by funding limitations. For 
reasons of space, Lim gives preference to 
books and monographs while excluding 
unpublished dissertations and most pri- 
mary material. These are major omis- 
sions. A spot check also shows gaps in 
the listing of sporadic but quality jour- 
nals produced >y M universities 
in Indonesia and the Philippines. 

The focus on the “Malay World" 
emerges especially in the entries on lan- 
guage, "customs and folklore" and so- 
cial organisation. This material will get 
the pan-Malay synthesisers off to a good 
start. Besides the subject headings, a 





crafty and treacherous; 
suspicious and ruthless; cowardly and 
fatuous; mysterious and eccentric; 
ordinary and mediocre. While most 
of these characteristics may bring disas- 
ter to countries, the impact of per- 
sonalities, according to Yan, is much 
less in modern societies than before. In 
traditional systems, people appealed to 
the personal morality of their leaders to 
restrict evils; but in modern societies, 
carefully designed systems form the 
safeguard. 

However, Yan is not satisfied with 
any political system that ever existed. 
According to Yan: "So far, man has 
failed to devise a political system with 
the degree of perfection reached in con- 
structing modern high-rises." He thinks 
that all political systems under private 
ownership have been particularly defec- 
tive in ensuring a supply of good leaders 
and smooth power transitions. But have 
socialist states with common ownership 
done any better? Yan is absolutely si- 
lent on this. But readers of Yan's other 
works could hazard an educated guess. 
—S. Y. Ma 


useful “culture index" at the back of the 

book gives ready access to varied mat- 

erials dealing with Southeast Asian 
roupings, from the Acehnese of 
umatra to the Waray of Samar. 

The ISEAS should do two things to 
make a good effort more comprehen- 
sive and lasting: first, bring out a com- 
panion list of dissertation-level mate- 
rial, using the same categorisations. 
This is not as hard as it might appear: 
most Asean countries now have good 
compilations of these studies. Secondly, 
the institute should produce subsequent 
editions of this bjbliography in loose- 
leaf form (or at least make this available 
on request). Regular updating of new ti- 
tles could then follow via mail subscrip- 
tions. It is a service to which many 
would happily subscribe. — James Clad 
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Through the past darkly 


Portrait of the Enemy: The Other Side of the War in Vietnam Told Through In- 
terviews with North Vietnamese, Former Vietcong and Southern Opposition 
Leaders by David Chanoff and Doan Van Toai. Random House, New York. No 


price given. 


ictors of wars write heroic tracts, 

the vanquished despairing reflec- 
tions, or angry denunciations of traitors 
who stabbed them in the back. The 
American addition to the combat genre 
has been war as “primal therapy” as in 
Apocalypse Now or Rambo where 
sweating Gls bellow and cuss in Dolby 
stereo as if exorcising the memory of 
their defeat. 

Portrait of the Enemy is different be- 
cause it expresses the special pathos of 
vanquished victors. In contrast to Ame- 
ricans anguishing about the war these 
Vietnamese stories are very private. 
The authors of the book, David Chanoff 
and Doan Van Toai, had to discreetly 
probe the Vietnamese refugee commu- 
nity in France and the US to find former 
supporters of the “other side” who now 
“live in a sea of refugees as unforgiving 
of communists [that is, anyone who 
abetted the other side] as are the most 
hard-nosed Iron Curtain refugees.” 
Understandably, few of “the enemy” 
wish to make their former sympathies 

ublic. “Him? He’s a communist, isn’t 
e? If I see him, I'll kill him!” responded 
one refugee to Chanoff's inquiries. 

The portrait painted of the “enemy” 
shows them in full emotional and moti- 
vational variety. From the high idealism 
and courage of some to the corruption of 
party officials who sent their sons to study 
overseas instead of sending them South 
to die; from resolute southern revolu- 
tionaries to faint-hearted northerners 
who used subterfuges to escape the draft; 
to the macabre callousness and compass- 
ion expressed by one National Libera- 
tion Front (NLF) assassin called on to 
eliminate a woman defector: “I regret 
that I killed her while she was pregnant. 
I should have waited for her delivery." 

Or the NLF artillery officer who 
“found a picture on one of the dead pup- 
pet officers of his wife and his children. 
When I saw it I thought for a moment 
about how his wife would feel when they 
told her he was dead. I even kept the 
picture for a while and finally asked 
some local people who were going to 
Saigon if they could try to return it to his 
family." The enemy returning the por- 
trait of an enemy. 

Although the bulk of the interviews 
were with people who are now refugees 
and,unsympathetic to the regime in 
Hanof, their stories remain remarkably 
vivid and free fromr the prejudices of 
hindsight. Other material comes from 
interrogations of the "enemy" con- 
ducted during the war. 

For many their commitment to the 


revolutionary cause began under the 
French. They speak with elation of their 
relocation to the communist North fol- 
lowing the defeat of the French and the 
Geneva Agreement of 1954. “The ox- 
cart train we joined stretched for miles 
and miles, taking all the resistance 
troops . . . At each village, the people 
would stand along the roadside, cheer- 
ing and waving and offering food . . . It 
was the most exciting time of my life. I 
wanted to go North with them so badly I 
could taste it." 

Many southern communists expect- 
ed to be back in the South within two 





- 


passed the wounded, maimed and sick 
travelling in the opposite direction. 
“We told each that some day we would 
be like that." 

Being subject to bombing and 
harassment and food and medicine 
shortages many never made the dis- 
tance. The survivors' memories verge 
on the surreal. Men carrying heavy 
loads, one soldier recalls, propped them 
on resting poles so they did not have to 
heave them on and off. “At a rest stop 
near Hon Tan there were five dead men 
standing against one of these poles. 
They had been killed from shrapnel 
from a B-52 attack ... . They hadn't fall- 
en down because their packs were prop- 
ped up over the resting pole." 

Xuan Vu sketches a nightmarish pic- 
ture of his trek South: *Here and there 
you'd see hammocks slung up near the 
trail, maybe just one, but sometimes 
whole clumps of them — people who 
were sick, or just couldn't go on. It 
would look like the forest was loaded 


ed 


— АРИС c Bis 
North Vietnamese prisoners in 1969: insight into both sides of war. 





years, following a plebiscite for re-unifi- 
cation. The American-backed Ngo Dinh 
Diem regime, however, refused to hold 
elections and many southerners spent 
bitter years in the North dreaming of 
home and becoming disillusioned. 

In particular, writers like Xuan Vu 
found the cultural climate of the North 
oppressive and claustrophobic. Respite 
only came during the Sino-Soviet dis- 
pute of the early 1960s. Loudspeakers in 
Hanoi's streets would hook-up alterna- 
tively with Radio Moscow and Peking. 
"The Chinese would insult Khrushchev. 
Then the Russians would come on and 
insult Mao .... The whole thing was a 
tremendous diversion. People would 
gather around the street corners and lis- 
ten avidly to the night's programmes. It 
неа on for a year before they finally cut 
it off." 

The fabled Ho Chi Minh trail was a 
grim experience for homebound south- 
erners and northerners alike as they 


down with giant cocoons swinging from 
the trees or packages that some monster 
spider had wrapped up." 

The most powerful stories in the 
book, however, are told by a Buddhist 
monk, the Venerable Giac Duc, a Sino- 
Vietnamese communist, Trinh Duc, 
and Nguyen Cong Hoan, an assembly- 
man in the Saigon regime and later in 
Hanoi after 1975. Their stories are 
salutary reminders of why many south- 
erners did not support successive Ame- 
rican-backed regimes. 


рок crashing through the doors of ' 
the major Buddhist temples in Sai- 
gon under orders from the Catholic pre- 
sident Diem turned many Buddhists 
into permanent opponents of the south- 
ern regime, even after Diem fell. The 
detailed background provided by Giac 
Duc to the first dramatic self-immola- 
tion by a monk underlines the determi- 
nation of this opposition. 





After he had been doused with 
gasoline the monk “took his lighter and 
tried to set himself on fire. But the 
lighter didn't work — the mechanism 
had been too soaked by the gasoline. He 
tried for nearly five minutes until some- 
one threw him a box of matches. Then 
the fire started.” 

Trinh Duc spent 10 years in southern 
jails enduring beatings, torture and re- 
education about “how bad communism 
was.” Released during an amnesty in 
1964 he slipped away into the under- 
ground to fight until 1975. These years 
of heavy fighting were also harrowin 
and dispiriting, but the victory of 1978 
was, he thought, sufficient reward. Yet 
by 1979, this communist who had suf- 
fered so much for the cause was forced 
to leave as anti-Chinese paranoia swept 
the country in the wake of the border 
war with China and the conflict with Pol 
Pot's regime. 

After years of struggling for political 
freedom of speech in the South, As- 


semblyman Nguyen Cong Hoan found 
little of this in Hanoi after 1975. He left. 
“I could not live the life of a puppet. I 
hadn't done it under the dictators, and I 
wasn't going to live the rest of my life 
that way." 

The creators of this marvellous, mov- 
ing book no doubt see it as a re-run of 
the God That Failed. To their credit they 
maintain a low profile and let their in- 
terlocutors reflect on a past that turned 
out in a way none of them expected. 
Yet, to the bewilderment of Chanoff, 
some remain unrepentant communists. 

This is not the whole story of the 
* "other side" — how could it be? But it 
provides a fascinating insight into the 
complex human drama to be found on 
all sides in any war. And these are 
the reflections of those who fought on 
the “other side" in their own country. 
What are the thoughts of the bo doi 
now fighting and dying far from home 
on the Thai-Cambodian border? 

— Grant Evans 


COMMUNICATION 


Manila media power 


Philippine Mass Media: A Book of Readings edited by Clodualdo del Mundo Jr. | 
Communications Foundation for Asia, Manila. US$3.50. Ё 


рар» it is appropriate to the sub- 
ject that this collection of essays on 
mass communication in the multicul- 
tural morass of the Philippines is so un- 
even and chaotic. Crowded with long 
lists of names, garbled syntax and half- 
constructed arguments, Philippine 
Mass Media is nonetheless interesting 
for its consideration of an unresolved 
question: in the push-me-pull-me re- 
lationship of professional com- 
municators and their audience, who is 
the leader and who is the led? 

There is no simple answer, of course, 
but some of the writers gathered by del 
Mundo take a stand. In his preface, del 
Mundo asserts that “media control us” 
and in a concluding chapter he goes on 
to blame the communicators for failin 
in their mission to improve the state o 
mass communications and, following 
from that, Philippine society. 

Del Mundo’s prescription for revers- 
ing the terms of the media-audience 
power relationship he perceives — to 
gain mastery of media by studying it — 
is not noticeably advanced by most of 
the readings he has chosen. The book is 
full of facts and figures, but short on the 
kind of conceptual details — what is the 
self-image of the audience? When are 
they paying attention? To what symbols 
and themes do they respond? — which 
would give it context. 

The section dedicated to historical 
perspective yields some admirable 
nuggets of wisdom, however, beginning 
with Jose Luna Castro’s reminder that a 
newspaper was published in the Philip- 
pines a half-century before the first 
American newspaper came out. But it is 
not so enlightening as far as radio and 
films are concerned, perhaps because 
the written word is more easily pre- 
served (and because all but three of 
the approximately 350 Filipino films 
made between 1919 and 1944 have been 
lost). 

More engaging reading is found in 
the tales of wartime broadcasting sub- 
version and the post-war explosion of 
news media (unfortunately, the book 
was completed too early to explore 
the natural parallel with the post- 
Marcos surge of news and opinion in 
Manila). 

Worthwhile, too, are some of the 
notes on media economics — how the 
link between theatre owners and movie 
pw drives the quality of Filipino 

ilms down, for example, and how high 


costs have severely harmed book pub- 
i 


lishing, despite a high literacy rate — 
but for the most part the section de- 
voted to that subject is nothing but a 
how-to primer, heavy on the balance- 


sheets and short on insight into. the 


problems. 

A healthy portion of the text is de- 
voted to commentary on mass media 
under martial law. The takeover of mass 
media outlets and intimidation of ren- 
egade mass communicators by the 
Marcos regime and its inhibiting effect 
on art and truth have been well-chroni- 
cled elsewhere, and little new light is — 
shed on the subject here. In ‚Ше 


authors’ discussion of development Pa 
— IS. 


communication — “devcom” 


strangely distanced from the New Socie- | 
ty’s embrace of this notion (roughly de- | 
at i 


fined as communications aime 


grading citizens’ ability to participate in | 


national development). 

Del Mundo, who blames the failure ` 
of devcom on the media, gets no argu- 
ment here when he says creativity and 
ingenuity have been eclipsed by market 
forces favouring the inane. But he trips - 
on the sticky question of official inter- ' 


f 


k 


ference and artistic freedom when he | 
urges government action to stimulate |. 


devcom. 


[" fact, the Marcos regime made jal 
ample use of its martial law powers to | 


promote its version of devcom, even 
manipulating the illustrated story lines 


of komiks — arguably the best “mirror f 


of the folk mind" — in an effort to en- 
courage modern agricultural practices | 
and 
tryside to the cities. 

It failed, of course: superheroes and — 
melodrama, not fertiliser, are the stuff 
of leisure-time dreams, and it is those 
hours when he is not toiling for his typ- 
ically meagre living that the average 


Filipino (if he or she can be said to | 


exist) consumes the output of the mass 
media. | 
The reality of an obstinate audience, | 


resistant to the influence of media |. 


images, is conceded in an essay by 
Aurelio B. Calderon, whose prescri 
tion for the media is to study its audi- - 
ence, in order to know what questions 
are relevant. The chicken-and-the-egg 
question this raises reflects the ultimate 
ambiguity of an organism studying it- 
self. The Philippines' diffuse cultures 
are still sorting themselves out in the 
post-colonial — and now post-Marcos 
— disarray. 

The continuing search for national 
identity will likely take its cue from the 
mass media, but mass communfcators 
thinking of getting comfortable in their 
director's chairs had best prepare for 
some 
there is no set script for history. 


Chris Vaughan 


unexpected ad-libs, because | 


iscourage flight from the coun- f 
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haini Aznam in Kuala Lumpur 
е Gopeng by-election was to have 
een an acid test. But what began as 
rometer to gauge the level of 
hinese support for the country's lead- 

| se ‘party, the Malaysian 
ssociation (MCA), 


grew 
“when 


the opposition 


ght in a Malay candidate in an at- 
ipt to woo Gopeng's 38% Malays. 
in the event, the MCA’s Ting ‘Mr 
an’ Chew Peh, a former sociology 
er at the Universiti Kebangsaan 
| won, polling 12,619 votes to 
idate former civil service 
nef Ahmad №г 8,096. 
ning Gopeng was crucial to the 
| — by its. own admission, a bid to 
m its “severely tainted” image. 
peng was something of a sacred trust 
ch Perak MCA leaders had quickly 
ised to service as soon as former 
РА president Tan Koon Swan was ar- 
ed in.early 1986, a blot the MCA still 
s hard to live down. The Gopeng by- 
ion was necessitated by Tan's resig- 
ion as MP on 3 April. Tan is cur- 
tly serving atwo-year jail sentence in 
re for abetment of criminal 
trust. 
e MCA had taken a severe drub- 
last year's election, winning only 17 
32seatsit contested, none of them 
constituencies where the Chinese 
ed more than 59% of the electo- 
ate. Gopeng's 45.9% Chinese voters 
onsidered reasonably conimitted to 
ier the MCA or the DAP but with 
Chinese New Villages — traditional 


Party (DAP). 


A crucial contest 


MCA wins but is unsure of Chinese support 


| 





opposition bases — the MCA needed 


non-Chinese support. 


For a government party to lose in a by- 
election would have been disgraceful 
and would have further eroded the 
MCAvs bargaining power within the rul- 


ing National Front coalition. 


The DAP too wanted to make a 


In fielding Ahmad Nor, its 
first serious Malay candi- 
date, the DAP wanted to 
launch forcefully the party's 
multi-racial image with an 
eye to the next general elec- 
tion due in 1991, when it 
hopes to take Penang, a ra- 
cially mixed state with op- 
position leanings. 

Pragmatic politics also 
dictated that a Malay candi- 
date might help siphon off 
some of the Malay votes 
from the National Front. 

As it was, the Malay vot- 
ers turned out in support of 
MCA. Total voter turnout, 
however, was relatively low 
at 62%. 

With so much MCA pre- 
stige at stake, Gopeng be- 
came something of a by- 
election in a fish bowl. The 


point. 


: 5, 
ong Sik 


;^ president Datu g 
1 hastily announced. ће МСА plans for 


the government to 
dollar-for-dollar, which could cost it 
more than M$600 million (US$243 mil- 


efund depositors 





lion). He set the target date of 1989 to 
show voters that the MCA could still 


serve as the 
Choice 


Gopeng voters wanted as MP someone 
who was not a businessman 
cooperative links and óne wh 
education to serve in the c 
fered. Ting fulfilled al 























per. 


| 
ments, Having begun as à rubber tap- 
ти | his мау up to a doctor- 


trilingual, and. has writ- 


Chinese protector. — 
of candidate was crucial. 


without 









hese require-, ` 





‘Ting had worked 


ate degree. in sociology, is 





ten several “articles on 
race relations, a- subject 
of great importance. Ap- 
parently, the MCA was 
completely unaware оѓ 
Ting's skeleton п the 
closet. 

^ The MCA was shaken by 


DAP allegations that Ting 


was à wite-beater, having, 


| it claimed, driven his first 


wife to suicide in 1977. 
Tings former mother-in- 


d4- taw herself held forth at the | | 





fallin tin prices and the closure of mines 


had left behind 5,000 retrenched mine 


workers. 


The cooperatives fiasco gave the 


DAP prime ammunition. 


Between 


2,000 and 5,000 Gopeng residents had 


lost their savings to deposit-taking | 


herself, she 
ilinéss, 


Nevertheless, 


done. And 
main point 


Gopeng market on 13 May, 
describing. her late. daugh- 
ter’s supposed... sufferings. 
Ting and. the MCA denied 
it, and explained that while 
the wife had indeed killed 
had had a history of mental 


the damage was | 
the dramatics clouded the 
of the.exercise — to gauge 


the extent of Chinese support enjoyed 
by the MCA. u 


—— 



















he much-awaited cabinet reshuffle 
on 19 May was not cataclysmic. It 
rily filled the vacancies left b 


his authority as party president 


lost. 

Most of Mahathir's allies remained 
where they were, including Finance 
Minister Daim Zainuddin, Education 
Minister Anwar Ibrahim and Deputy 
lome Minister Datuk Seri Megat Junid 
Megat Ayub. е 

е most conspicuous reward went 
the vocal Umno Women's chief, 
atin Paduka Rafidah Aziz 





mno) elections. The nine had chal- 


ahathir rewards support 





minister — the post previously held by 


Mahathir’s rival, 
Hamzah. 


engku 


azaleigh 


Two Johor figures were also re- 
warded for their caustic attempts to 


Mahathir’s former 
tractor, Datuk Musa Hitam. 


counter eq suom support in Johor for 
deputy-turned-de- 


_ The Foreign Ministry went to Datuk 
Abu Hassan Omar, an unobtrusive 


cabinet — minister 


of three, years, 


holding low-key portfolios. Abu Has- 


san's a 
thir, 


intment suggests that Maha- 
0 has charted a clear foreign-po- 


licy course for Malaysia, intends to have 
some control over foreign affairs him- 


self, 
Political neutral Tunku Ahmad 


Rithauddeen Ismail was ap 


inted de- 


fence minister. Previously he held the 


information portfolio. 
The 


reshuffle saw the creation 


of a Tourism and Culture Ministry, 


a logical 


culmination. of Malaysia's 


efforts to boost tourism as a dollar 


earner, 


Surprisingly, the Federal Territory 
Ministry was abolished. Its functions 
will now come directly under the Prime 


Minister's Department, which brings - 


development of the controversial is- 





In 





land of Labuan, off Sabah, d 
under Mahathir’s purview. In addi- 
tion to his powerful home-affairs port- 
folio, Mahathir has also taken up the 
rd justice portfolio, left vacant since. 




















Move in the right circle 


In Hong Kong, the company one keeps depends 
on the circle in which one moves. 
A case in point is Hongkong Land. 
We have the widest range of the finest buildings in Core Central. 


All within minutes via our unique network of footbridges. 
Rub shoulders with some of the best. 
Let Hongkong Land help you move to the right circle. 


Please call Jonathan Petit or Christopher Chan 
at Hongkong Land (5-8428288) 


iL 


ri Hongkong 


It pays to address yourself properly 
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CPB (Communist Party of Burma) base area 


CPB guerilla zones and CPB allies: 
SSNLO (Shan State Nationalities Liberation 
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Combined NDF battalion. 
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KIA anti-aircraft position. 
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BURMA'S 39-year-long civil war does 
not often appear on the front pages of 
the world's . The reason is 
not that the war drama, intensity 
or regional political importance but that 
the areas in which the major battles are 


ied Hseng Noung Lintner, 
rapher, and 


his n Md and 
the couple's hter, Hseng Tai, who 


was born in Kohima, India, just six 
weeks before the Lintners crossed the 
петом очи to begin their 

275-km journey by elephant, mule, 
riverboat, bicycle and on foot across 


the country (see map opposite). 





Communist and Kachin-led rebels forge military alliance 


War in the north 


By Bertil Lintner 
y apeza Insurgency in Burma, 

long viewed as an 
endless war of attri- 
tion between govern- 
ment troops and a 
fragmented орроѕі- 
tion, has taken a 
and dramatic 





groups of the National Democratic 
Front (NDF) met at the Pa Jau head- 
quaere of the Kachin Independence 

rganisation (KIO) near the Sino-Bur- 
mese frontier in the far north of the 
country. The meeting marked a new era 
of cooperation among Burma's various 
ethnic groupings which separately and 
together seek autonomy from the gov- 
ernment in Rangoon. 

The front, which has often been criti- 
cised for inefficiency and its vague poli- 
tical aims, decided at the meeting to 
operate on the basis of three regional 
commands: the Kachin, Shan and 
Palaung rebel armies in the north; the 
Pa-o, Wa and Karenni rebels in the cen- 
tral region, and the Karen, Mon and 
Arakanese insurgents in the south. 

The NDF also forged an alliance 
with the Communist Party of Burma 
(CPB) during a second meeting at the 
communists’ Panghsang headquarters 
in March last year. The revitalised NDF 
and its new link with the CPB created 
for the first time in the almost 40 years a 
broad united front against Rangoon. 

In June 1986, the KIO’s military 
wing, the Kachin Independence Army 
(KIA), the Shan State Army (SSA) and 
the Palaung State Liberation Army set 
up a combined battalion comprising a 
company each from the three groups. 
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Next week, Bertil Lintner 
takes a detailed look at the 
Communist Party of Burma. 





Then, in November, the revitalised 
front and its alliance with the com- 
munists were tested on the battlefield, 
when these armies of the NDF's north- 
ern command supported a successful at- 
tack by the CPB on government posi- 
tions on the strategic Hsi-Hsinwan 
mountain in northeastern Shan state. 
However, the united front's victory 
was soon turned into a crushing defeat 
by government troops. Not only did 
Rangoon recapture Hsi-Hsinwan, but 
its troops moved on to take several im- 
р CPB strongholds in the area. 
anghsai — also known by its pre-1950s 
name of Kyukok and located opposite 
Wanting, China — fell on 6 January 
and, about a week later, the govern- 
ment recaptured Khun Hai and Man 
Hio, two enclaves north of the Shweli 
River, opposite Muse and Namkham. 
Prior to the counter-offensive, Ran- 
goon's only footholds along the entire 
Sino-Burmese frontier had been a nar- 
row corridor between Khun Hai and 
Man Hio and a relatively insecure 
stretch of land just opposite Muse. Now, 
Rangoon controls a 60-km-long border 
area between Namkham and Panghsai. 
CPB leaders play down the loss of 
Panghsai, claiming that Rangoon suf- 





Insurgency Who's Who: page 48 
The KIO’s grip: page 56 
Rangoon's war of attrition: page 56 





fered more than 1,500 dead and 
wounded during its two-month-long 
campaign in the north and arguing that 
the communists are willing to “exchange 
land for the annihilation of enemies.” 
The argument fails to take into con- 
sideration that Rangoon is prepared to 
accept heavy casualties if it can gain 
ground from the insurgents in return — 
especially ground as important as Pang- 
hsai. Panghsai had for years been the 
CPB’s main source of revenue. Tax 
levied by the CPB on cross-border trade 
with China in the late 1970s amounted 
to Kyats 27 million (US$4.16 million) 
annually, or nearly 50% of the CPB's 
then Kyats 56 million annual budget. 
Later, after more trade centres had 
developed along the border, the impor- 
tance of Panghsai declined but. it 
nevertheless remained a crucial source 
of CPB income. In addition, CPB-con- 
trolled Khun Hai and Man Hio were 
rich agricultural areas. Khun Hai has 
long been known for its Namkham to- 
bacco, popular in both Burma and China. 
The battle for Hsi-Hsinwan demons- 
trated that the various insurgent groups, 
even when united, still have a long way 
to go before they can sustain a serious 
challenge. to the highly professional 
Burmese army. And Rangoon’s mas- 
sive counter-offensive against the rebels 
reflected the degree of concern with 
which the government views the re- 
vitalised front and its new united front 
alliance with the CPB. 1 
Burmese Radio, which rarely broad- 
casts battlefield reports, issued several 
bulletins about the November-January 
fighting. Rangoon wanted to assure the 
public that the situation was under 
control and that a major victory had 
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been won against the insurgents. 

While Rangoon’s gains in the north 
were significant, they cahnot be said to 
signal the end of the war. The govern- 
ment did reassert its control over 500 
km? of formerly rebel-held territory, 
but 60,000 km? of land in Shan and 
Kachin states remains in rebel hands. 
This is apart from an equally large area 
which can be described as guerilla 
zones, where both government and 
rebel forces ebb and flow. 


A divided country 

Burma, in effect, is a divided country 
where rebels hold much of the coun- 
tryside and government troops are more 
or less confined to major towns and the 
roads running between them. And it is 
in the north where Burma's strongest in- 
surgent groups are active. The three ar- 
mies of the NDF's northern command 
account for two-thirds of the front's 15- 
16,000 soldiers. It is also in the north 
where cooperation with the CPB, which 
today fields about 10,000 regulars, has 
been most effective. 

Emerging as the most powerful of 
Burma's non-communist rebel groups is 
the KIO-KIA, the architect of the NDF 
and its united front with the communists 
— and by far the largest nationalist 








army in the country. The Kachins today 
have about 8,000 troops, who hold sway 
over a 40,000 km? area in Kachin state 
and the Kachin-inhabited hills of north- 
ern Shan state. This is the largest rebel- 
administered area in Burma, almost 
twice the size of the CPB-controlled ter- 
ritory. 

The KIO-KIA is also the strongest 
rebel group financially due to its hold 
over Kachin state's lucrative jade trade. 

The Kachins, with a long and distin- 
guished martial history, fought 
alongside the British in Mesopotamia 
during World War I and served with 
both British and US guerilla forces in 
Burma during World War II. The KIA, 
founded in 1961, began as just another 
of many similar separatist groups but 
soon became the most effective militar- 
ily. It has achieved steady growth, with 
few defections, during its 26-year history. 

Kachin political work was expanded 
in 1976 when Brang Seng was elected 
KIO chairman. A former principal of 
the Kachin Baptist High School in Myit- 
kyina, he was already a well known poli- 
tical figure in Kachin state when he took 
over as KIO leader and since then he 
has steered the group on a new course 
which has gradually won acceptance 
among allied groups as well. 





Under Brang Seng's leadership, 
separatism was abandoned and the 
Kachins began advocating regional au- 
tonomy instead. This opened a fourth 
alternative for Burma's future. In an in- 
terview at his Pa Jau headquarters, 
Brang Seng said he regarded both 
Burma's present unitary system and the 
idea of breaking up the country into 
many small states as equally unrealistic 
solutions to the country's civil war. He 
also disagreed with those who favour a 
reinstatement of Burma's previous fed- 
eral system. 

"When we gave up separatism, we 
studied various federal examples such 
as India, Yugoslavia and Malaysia. But 
we arrived at the conclusion that these 
models would not solve Burma's ethnic 
problems. There are Shans in Kachin 
state, and Kachins, Pa-Os, Palaungs 
and many other nationalities in Shan 
state. Arakan state has both a Muslim 
and a Buddhist population. If Burma 
was restructured into a number of feder- 
ated states, each one of these would on 
the state level face the same problems as 
Burma as a whole today does on the na- 
tional level." 

The Kachin alternative is to establish 
autonomous entities wherever one, or 
perhaps two, ethnic groups form a com- 


AN INSURGENCY WHO'S WHO 


COMMUNIST 
Communist Party of Burma (CPB). 
Chairman: Thakin Ba Thein Tin; Chief 
of Staff of the CPB's People's Army, 
Tin Yee. Strength: 10,000. Base areas in 
northeastern Shan state and in eastern 
Kachin state, along the Chinese border. 
Shan State Nationalities Liberation Or- 
ganisation (SSNLO). A CPB-led group 
among the Pa-O nationality, who live 
southeast of the Shan state capital of 
Taunggyi. Chairman: Tha  Kalei. 
Strength: 200-300, but usually rein- 
forced with additional CPB troops. 
Kayan Newland Council (KNLC). A 
poe Kayan, or Padaung, group. 

ader: Shwe Aye, alias Naing Lu Hta. 
Strength: Less than 100 men, who ope- 
rate in the hills near Pinlaung and Pekon 
in southwestern Shan state. 
Karenni People's Liberation O - 
tion. A pro-CPB Karenni, or Kayah, 
splinter pou Leader: Nya Maung 
Mae. Strength: Possibly 50 men, who 
stay near the Kayah state capital of 
Loikaw and in the Mese area near the 
Thai border opposite Mae La Noi in 
Mae Hong Son province. 


NATIONAL DEMOCRATIC 
FRONT (NDF) 
(NDF Northern Command — Com- 
bined strength: 10,500-11,000). 
Kachin isation/ 


nce Organ 
Army (KIO/ ). Chairman of the 


KIO: Brang Seng. Chief of Staff of the 
KIA: Maj.-Gen. Zau Mai. Strength: 
8,000. Operates all over Kachin state 
and in the Kachin-inhabited areas of 
northern Shan state. 
Shan State Progress Party/Shan State 
Army (SSPP/SSA). General Secretary of 
the SSPP: Col Sai Lek. Chief of Staffof the 
SSA: Lieut-Col Gaw Lin Da. Strength: 
2-2,500. Active in Shan state, west of 
the Salween River with strongholds 
near Hsipaw, Mong Yai and Mong Hsu. 
Palaung State Liberation tion/ 
Army (PSLO/PSLA). Acting Vice- 
Chairman of the PSLO: Khrus Sangai. 
Chief of Staff of the PSLA: Maj. Ai 
Mong. Operates in the Palaung area 
north and northeast of Namhsan, Shan 
state, whére it maintains an armed force 
of about 500 men. 

(NDF Central Command — Com- 


bined y ccm xem dr hes da 
Wa rganisation/ Arm 
(WNO/WNA). WNO Chairman ed 


WNA Chief of Staff: Ai Chau Hseu. 
Strength: 600-700. Operates from bases 
along the Thai-Burmese border, but no 
presence in the Wa Hills, which are con- 
trolled by the CPB. 

Pa-O National 


Organisation/ Army 
(PNO/PNA). Chairman of the PNO: 
Aung Kham Hti. Chief of Staff of the 
PNA: Col Htoon Yi. Strength: 300-400. 
Operates in the Pa-O-inhabited hills in 
southern Shan state, where it competes 
with the SSNLO. 
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pact community. In line with this 
reasoning, Kachin state would become 
an autonomous state within the Union 
of Burma. But the Shans in Mogaung, 
Hopin and Mdinyin could set up their 
own autonomous districts within the new 
Kachin state. In the far north, where the 
Rawangs — a small ethnic group — live, 
an autonomous township could be 
found for them, Brang Seng said. 
“Autonomy can be granted on all 
levels, and new autonomous units could 
be created as the need arises," he said. 
Brang Seng's model was inspired by 
China, where a similar system was es- 
tablished, with mixed results. Brang 
Seng argues that Burma does not have 
to repeat China's mistakes, which were 
made mostly during the Cultural Rev- 
olution when radicals refused to recog- 
nise China's many and diverse ethnic 
groups, vel n. Pags there was only one 
nationality in China — but many classes. 


The communist link 

Brang Seng notes that the plight of 
China's national minorities has im- 
proved since the end of the Cultural 
Revolution and that China's improved 
minorities policy would, in principle, 
suit Burma. The main difference is that 
the KIO and its NDF allies advocate a 








Karenni National ive Party/ 
Karenni Army (KNPP/KA). Chairman 
of the KNPP: Bya Reh. Chief of Staff of 
the KA: Brig.-Gen. Bee Htoo. 
Strength: 400. Operates east of the Sal- 
ween River in Kayah (Karenni) state. 
(NDF Southern Command — Com- 
bined strength: 4,000). 
Karen National Union/Karen National 
Liberation Army (KNU/KNLA ). Pre- 
sident of the KNU and Chief of Staff 
of the MNLA: Maj.-Gen. Bo Mya. 
Strength: 3,500-3,700. Active along the 
Thai-Burmese border, but has only li- 
mited influence in the main Karen area 
in the Irrawaddy Delta region, south of 


Rangoon. 
New Mon State Party/Mon National 
Liberation Army (NMSP/MNLA). 


President of the NMSP and Chief of 
Staff of the MNLA: Nai Nol Lar. 
Strength: 300. Operates in the area 
around Three Pagodas Pass, opposite 
Thailand's Kanchanaburi province. 
Arakan Liberation Party/Army (ALP/ 
ALA). Chairman of the ALP and Chief 
of Staff of the ALA: Maj. Khaing Ye 
Khaing. Strength: 50-60 men, who stay 
at the KNU's bases along the Thai bor- 
der. The group has no military presence 
in Arakan state. 


OTHER SMALLER GROUPINGS 
Mon: There is a faction of the NMSP, 
which is active in roughly the same area 
as Nai Nol Lar's NMSP. It is led by Nai 
Shwe Kyin and has about 200 men. 
Naga: Two Naga factions, the National 


litical and economic system different 

rom those of China. 

Brang Seng initiated another impor- 
tant KIO policy shift in 1976 by forging a 
truce with the CPB, with whom the KIA 
had been fighting since 1968. The pact 
placed the two organisations on an 
equal basis — a coup of sorts for Brang 
Seng given the CPB's previous insist- 
ence that any united front be led solely 
by it. 

‹ Perhaps even more important than 
winning this concession from the com- 
munists, the Kachins gained direct ac- 
cess to the Chinese, eliminating the 
need to use CPB intermediaries. Sev- 
eral Kachin delegations were invited to 
visit Peking, Shanghai and other impor- 
tant Chinese cities. A cordial relation- 
ship was soon established between the 
KIO and the Chinese, despite the fact 
that the Kachins are not communists or 
even Left-leaning. The KIA received 
Chinese-made arms and ammunition as 
a result of the 1976 alliance, and the 
strength of its army increased consider- 
ably. 

Many observers predicted at the 
time the KIO-CPB alliance was formed 
that it would break up or that com- 
munist influence would cause a split in 
the Kachin movement. The CPB is an 


Socialist Council of Nagaland (NSCN) 
and the Naga National Council (NNC), 
maintain bases in upper Sagaing Divi- 
sion. Both groups are led mainly by 
Nagas from India. The NSCN has about 
500 armed men and the NNC, 160. 
Rohingya: The Rohingya Muslims of 
Arakan state comprise two groups: the 
Rohingya Patriotic Front, led by Shab- 
bir Husain, and the Rohingya Solidarit 
Organisation, led by Магы dans Bot 
groups are active in international Islamic 
organisations, but neither has any signi- 
ficant fighting force in Arakan state. 
Arakan: The Arakan Communist Party, 
a remnant of the old “Red Flag" Com- 
munist Party, is reported to have a few 
dozen fighters in Arakan state. Chair- 
man: Maung Han. 
Warlords: The most powerful warlord in 
Shan state is Chang Shee Fu, alias Khun 
Sa. His private army numbers about 
2,100, though its strength usually is 
grossly overestimated by most observers. 
Chang recently joined forces with 
Moh Heng, chairman of the Tai Revolu- 
tionary Council (TRC), gaining a few 
hundred more soldiers. Moh Heng's 
former military commander, Kan Chit, 
has refused to honour the pact with 
Chang and stays with 450 men — the 
bulk of the old TRC force — in the Wan 
Yung-Pang Mau area between Lai-Hka 
and Lawksawk in western Shan state. 
Chang's army controls most of the 
border between Thailand and Shan 
state, plus a few enclaves near Tang-yan 
in northern Shan state. 








orthodox Marxist-Leninist — group, 
ideologically inspired by the Cultural 
Revolution. In sharp contrast, the KIO 
looks to Christianity and to the Right 
for inspiration, has contacts with right- 
wing circles in the US, Taiwan and 
South Korea, and has even sponsored a 
“Kachinland” chapter of the World 
Anti-Communist League. 

However, the alliance has worked. 
There has been no split in the KIO, nor 
has the KIO compromised its political 
convictions or religious beliefs. Indeed, 
this correspondent attended several 
KIO-CPB dinner parties where com- 
munist cadres had to wait patiently for 
their Kachin counterparts to say grace 
before eating. 

The KIO initiated the Pa Jau meet- 
ing last year to rally the NDF behind its 
autonomy policy and to demonstrate to 
its non-communist allies that a military 
alliance with the CPB was possible with- 
out having to sacrifice political indepen- 
dence. The delegates at Pa Jau — and 
later at Panghsang — were convinced, 
but the entire plan was threatened when 
the Karen National Union (KNU), the 
МОЕ” second-largest component after 
the KIO, refused to ratify the Pang- 
hsang agreement with the CPB. A de- 
bate over whether to support the NDF- 
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CPB united front continues within the 


The Kachin-Shan alliance, which to- 
gether with the smaller Palaung rebel 
grouping forms the NDF's northern 
command, has been of special impor- 
tance. The Shan State Progress Party 
(SSPP), the SSA’s political wing, has 
been ridden with political and personal 
infighting since its founding in 1971. The 
entire organisation fell into disarray 
only a few years ago after several of its 
leaders were assassinated in Thailand, 
killed in action or surrendered to the 
Burmese authorities. 


The new NDF 

The remaining Shan rebel leaders 
met at a secret jungle camp in northern 

- Shan state in April 1984 and decided to 
- reorganise both the SSPP and the SSA. 
No SSPP chairman was elected, but the 

| pos of peo! secretary was taken over 
_ by Col Sai Lek, known to be a strict dis- 
eiplinarian. Lieut-Col Gaw Lin Da, 


| who, like Sai Lek, is a long-time resist- 


ance fighter, was appointed SSA chief 


| of staff. Improved training and stricter 


| discipline — with less liquor and fewer 
| card games — were the remedies Sai 


| Lek and Gaw Lin Da provided to help 


| - solve the ills of their organisation. 
| On 8 October 1984, the Kachins, 


who already had a close relationship 
with the Palaungs, signed a joint de- 


| claration with the Shans pledging closer 


political cooperation, a move seen as 


the first step towards revitalising the 
NDF. The KIO-KIA, with its greater 
military and financial resources, gave 
the new SSPP-SSA leadership its full 
support, and the results soon became 
evident. 

The SSA has expanded rapidly over 


the past year and hundreds of Shan 
youths, especially from the Muse-Nam- 
kham area, have joined the resistance. 
The strength of the SSA today stands at 
more than 2,000 fighters, possibly ap- 
proaching 3,000. The Shan rebels ope- 
rate over a large swathe of land west of 
the Salween River but, unlike the KIO 
and CPB rebels, the Shans do not have 
any base areas — their territory being 
entirely made up of loosely defined 
guerilla zones. 

The NDF's central command con- 
sists of three small groups: the Wa Na- 
tional Organisation (WNO), the Pa-O 
National Organisation (PNO) and the 
Karenni National Progressive Party 
(KNPP). Of these groups, only the Was 
have a force of more than 500 soldiers. 
Cooperation between the WNO, PNO 
and KNPP has not yet reached the same 
level as among members of the northern 
command. The PNO and KNPP have 
pro-communist splinter groups which 
threaten group unity. 

In the NDF's southern command, 
too, the ability of command members to 
cooperate effectively is uncertain. The 
Karens form the only strong group 


|. there, with an Arakan Liberation Army 





token force of 50-60 fighters working 
with the Karens along the Thai border. 
The third group in the south, the New 
Mon State Party, has a few hundred sol- 
diers -ensconced in the rugged hills 
around Three Pagodas Pass, opposite 
Thailand's Kanchanaburi province. 

Signs of cooperation could be seen in 
April 1986 when the Karens and the 
Mons together attacked Ye, a town in 
Tenasserim Division, and in the same 
month blew up the vital Karokpi railway 
bridge south of Moulmein. 

The КМШ initial rejection of the 
NDF-CPB united front presents only 
one major threat to the нөгө: as the 
future of the pact also depends on deve- 
lopments within the CPB, which is still 
Burma's largest single insurgent group. 

Although the CPB’s strength has de- 
clined from a peak of about 23,000 fight- 
ers in the mid-1970s to probably less 
than 10,000 today, it still has a slight 
edge in numbers over the KIA — 
though less than the combined forces of 
the NDF's northern command. The 
CPB has more heavy weapons than the 
northern command, but in stark con- 











trast to the well trained and disciplined 
northern-command soldiers — espe- 
cially those from the KIA component — 
CPB fighters appear poorly trained and 
organised. 


Trouble in the CPB 

The CPB's high casualty figures in 
battles with government forces reflect 
the communists’ training and organisa- 
tional deficiencies. The CPB's troops 
appear brave enough in battle, but their 
ranks have been sharply reduced by 
their frequent and costly human-wave 
attacks. Still, the CPB claims, perhaps 
justifiably so, that its forces have in- 
flicted heavier casualties on the govern- 
ment than any other rebel group. 

The CPB's own statistics say there 
are 263,029 people in the communist- 
controlled portion of Burma's Wa Hills, 
from which the CPB drafts most of its 
recruits. Of the total, 122,399 are male 
and 140,630 female. Although the large 





disparity in numbers between the sexes 
— 18231 — cannot be attributed to war 
casualties alone, it nevertheless is a 
clear indication of the heavy toll the 
fighting has taken in the area. The many 
dead, and wounded, are being replaced 
by younger and younger recruits, some 
barely in their teens, as able-bodied 
young men become scarcer. 


*Rectification plan' 

CPB leaders readily admit their 
shortcomings. One senior officer told 
the REVIEW that discipline today is at its 
lowest ebb since he joined the com- 
munist insurgency in 1948. He added 
that improved training will be one 
major aspect of an officially announced 
rectification campaign that is to be 
launched this year. Other tasks are said 
to be a shake-up of the CPB's rather lax 
civil administration in its base area and 
an attempt to improve the conduct of 
local cadres. 

Some observers doubt the situation 
will improve, saying that CPB training, 
which heavily emphasises Marxism- 
Leninism, has little relevance to 


battlefield realities. A source said: 
"What the CPB's soldiers need is basic 
military training — how to survive on 
the battlefield and how to apply military 
tactics in close combat." 

The CPB must now economise, in 
terms of men and equipment. In the 
field, the CPB's dilemma is how to con- 
vert à einen Lim army into a small- 
er but more effective guerilla force that 
can defend its northeastern base areas. 

Politically, the CPB's future is even 
more uncertain. The present leadership 
is ageing and there is no second line of , 
younger cadres trained to take over. 
There have been rumours of pro-Soviet 
and pro-Chinese factions within the 
CPB — and even reports of splits — but 
there is no evidence to substantiate such 
claims. The party remains loyal to 
China, despite policy changes in Peking 
which have resulted in reduced aid to 
the CPB. 

However, 
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generation gap between old CPB vete- 
rans and younger intellectuals who 
joined the party in the 1970s. 

The CPB's official description of 
Burmese society as “semi-colonial, 
semi-feudal" has been criticised by 
young cadres. They claim that the old 
leaders do not fully comprehend the 
changes which Burma has undergone 
since independence in 1948. 

“They are still talking about a society 
they left more than 35 years ago for the 
jungle, or to go to China," a young CPB 
intellectual said. 

Members of the younger generation 
say CPB propaganda directed against 
feudal lords and greedy money lenders 
is lost on Burma's workers and peas- 
ants today because both types of “op- 
pressors" passed into history long 
ago. 

The young intellectuals argue that 
the main problems now facing the 
peasantry are how to meet often un- 
realistic production quotas set by the 
government and how to avoid selling 
rice to the government at rates well 
below market prices. 

The same critics within the party also 
question the use of the term “semi-colo- 
nial" to describe isolated Burma and its 
xenophobic atavistic regime. Ran- 
goon’s quest for self-reliance and its de- 
sire to keep outside influences — in- 
cluding foreign trade — at an absolute 
minimum has created one of Asia’s 
most thriving black-market economies, 
on which many government servants 
and army officers have made for- 
tunes. 

According to the younger cadres, 
it would be more appropriate to ex- 
pose these government shortcomings 
than to talk about “colonial exploita- 
tion.” 

There is also a divergence of views 
among senior cadres. Some veterans 
have openly questioned the validity of 
armed struggle. These say the time is 
not ripe for war arguing that, for 
the moment at least, it is better to 
work within the present power struc- 
ture. 

The best known advocate of this line 
is Than Shwe, who recently resigned 
from the central committee and then 
quit the party. Than Shwe is a World 
War II veteran who attended an offic- 
ers’ training school in Rangoon during 
the Japanese occupation. He was the 
first political commissar of the CPB's 
northeastern base area. 


Threat to the alliance 

Ideological differences between the 
CPB and the NDF — as well as among 
ethnic Burman political exiles, who 
have shown a keen interest in recent 
developments in Burma — pose 
another threat to the new resistance al- 
liance. 

The CPB and the NDF both say they 


favour a multi-party system for Burma. 


But there are fundamental differences 





in their interpretations of such a sys- 
tem. 

The nationalists, including the Bur- 
man exiles, usually mention Western 
democracies or the governments of such 
countries as India, Japan and Thailand 
as models when proposing a system for 
Burma. But the CPB seeks to follow the 
*multi-party systems" of China or East 
European countries. 

The CPB's model assumes the 
leadership of the communist party, 
which today it says must come voluntar- 


ily and not by force as it once insist- | 


ed. 

The NDF's members say they will 
never accept communist leadership. In 
the NDF's version of a multi-party sys- 
tem, the CPB would become a legal 
party among other parties, all of which 
would contest in general elections. 

The main difference between the 
NDF and CPB positions lies in their at- 





titudes towards a military victory versus 
a political solution to the civil war. CPB 
leaders told the REVIEW that most of 
them firmly believe a military victory is 
possible — ironically, a conviction they 
share with the KNU on the other end of 


| the political spectrum. 


It is the feeling within the other 
groups — especially the KIO — that 
neither the insurgents nor the govern- 
ment is strong enough to win on the 
battlefield. 

In line with this argument, the insur- 
gents' first step towards a political set- 
tlement would be to increase military 
pressure on Rangoon or, if that is not 
possible, try to make the government's 
victories as pyrrhic as possible. In this 
way, the argument goes, Rangoon 
would eventually be forced to the 
negotiating table and there face a unit- 
ed opposition. 

owever, no opposition force which 
does not include a significant segment of 








the country's majority Burman popula- 
tion is likely to sway the govern- 
ment. 

The CPB claims to represent Bur- 
man interests, but its influence among 
them today is negligible compared to 
what it was in the 1950s. 

Apart from a handful of Burman 
exiles in Western Europe and the US, 
no non-communist opposition has 
existed among the Burmans since the 
late prime minister U Nu launched an 
unsuccessful attempt to oppose Gen. 
Ne Win's military-dominated govern- 


| ment in the 1970s. Burma's once milit- 


ant students have been silent since the 
mid-1970s. 


Rangoon's military machine 

Another factor weighing heavily in 
the government's favour is the strength 
of its own army. It is an efficient fighting 
machine, united in purpose. The few 
dissidents who have arisen 
from among its ranks have 
been quickly suppressed. 

The only serious attempt to 
overthrow Ne Win was in June 
1976, when Ohn Kyaw Myint, 
Defence Minister Gen. Kyaw 
Htin's personal assistant at the 
time, sought support from cer- 
tain army officers to stage a 
coup. The plot leaked out, and 
Ohn Kyaw Myint was arrested 
and later executed. 

Threats to Ne Win's power 
from within the government 
have also been neutralised 

uickly. Whenever one of Ne 
in's hand-picked men has 
shown too much ambition — or 
ability, as some cynics would sa 
— he would soon find himself 
in deep trouble. That was the 
case with former military intel- 
ligence chief Brig.-Gen. Tin Oo, 
who wasoustedin May 1983. 

But in a country where 
ethnic consciousness runs high, 
the minority peoples of the north, 
where most of the fighting is taking 
place, regard the Burman-dominated 
government's army as a foreign in- 
truder. On hearing of the approach of 
government troops — or ^the Bur- 
mans," as they are called in the north — 
villagers pack “p their meagre belong- 
ings and seek refuge in the jungle. 

This precaution is not without cause 
— rape, beatings, looting and the burn- 
ing down of villages are common- 
place wherever the Burmese army ope- 
rates. 

This is in part due to the army's 
frustration over the lack of cooperation 
Rangoon gets from people in the 





with the rebels are strong. However, 
the heavy-handed treatment of civilians 
and the alienation it causes among 
them, itself fosters even more hatred of 
the Burmese army and of the govern- 
ment it represents. п 
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minority areas, where villagers” .ties_ | _ 


* Жү T Kachin state, located 
: in Burma's far north, 


d vw of Asia's € куп 
- \ wars for the past 26 
К Gk years. News som the 
ii »)| area has been 
| es | sporadic and, more 
often than not, it has been manipulated 
by Burma’s military government, which 
banned travel north of Mandalay and 
Maymyo by independent observers 
after it seized power in a 1962 coup. 
However, filtering down into Thailand 
were occasional reports of an intense 
4 кем war being waged in northern 
_ Burma and of a rapidly growing rebel 
army there. 

Ten years ago, the Kachin Indepen- 
dence Army (KIA) fielded 11 battal- 
ions, numbering 300-600 soldiers each 

- for a total of about 4-5,000 men. Three 
. special mobile battalions were organised 
in 1978 in KIA strongholds southeast of 
the Kachin state capital of Myitkyina. 

In 1982, another mobile battalion in 
western Kachin state was commis- 
sioned. The following year, two more 
battalions were raised — one in the 
Hukawng Valley in the west and 
another in the Shwegu area near the Ir- 
rawaddy River in southern Kachin 
state. These additions brought the total 
number of battalions to 17, comprising 
about 8,000 soldiers. 

The KIA's strength continues to 
grow. Three new battalions are now 








being trained 

to reinforce the 

KIA's four brigades Me. 
operating in most 
areas of Kachin state 

and in the Kachin- 
inhabited hills оғ 
northern Shan state. 

Rangoon’s forces in the 
area are isolated in major garrison 
towns and in control only of the 
railway as far north as Myitkyina, 
the Irrawaddy River up to Bhamo 
and an area around Putao in the far 
north. 

The Kachin rebels run a govern- 
ment in the region parallel to Ran- 
goon’s, with its own civil admini- 
stration, schools and hospitals. 
The KIA's four brigades oversee 
four administrative areas, or 
“divisions,” which are organised 
by the KIA’s “governmental 
wing" — the Kachin Independ- 


ence Council (KIC). The divi- К/0/еадег, Brang Seng. 


sions are divided into districts, 
townships, village tracts and villages. 
Each unit is ruled by an elected com- 
mittee. Altogether, 2,040 full-time 
Kachin “civil servants” are employed 
down to township level, with the village 
tracts and villages administered by un- 
paid volunteers. At each level, the 
Kachin Independence Organisation 
(KIO), the KIA’s political wing, coordi- 
nates the work of the civil and military 
authorities. This elaborate administra- 





Rangoon fights war 
of attrition in north 


tis not easy to get a clear picture of the 

government's position in northern 
Burma when moving about with a KIA 
unit. But independent discussions with 
many villagers in the Hukanng Valley 
tend to support the rebels’ claim that the 
Burmese army has failed in winning 
much sympathy from local people. 

A tense relationship exists between 
the government's soldiers and villagers 
in the valley, and this explains in part 
why Rangoon’s hold on even the most 
vital areas of the valley is tenuous. 
Government forces are concentrated 
in the Hpakan jade mine area, but 
the Kachin rebels are nevertheless 
able to extract a tax on the region’s jade 
trade that finances much of their ac- 
tivities. 


.|—— Along the closely guarded Man- 


dalay-Myitkyina railway, the sound of 
machine-gun fire сап be heard almost 
every night as rebels sneak across or try 
to blow up the tracks. The daily train 
from Mandalay stops for the night at 
Kawlin before crossing the Kachin state 





border. Drawn by a wood-burning steam 
locomotive, the train continues the next 
morning, in daylight, through the nar- 
row “railway valley,” up to Mogaung 
and on to Myitkyina. 

At Kawlin, a specially equipped “rail 
tank” — a concrete bunker on wheels, 
manned by heavily armed soldiers — is 
often spliced onto the train. When the 
tracks along the way are severed by the 
guerillas, which happens often, the train 
stops at the break and waits for a con- 
necting train to come down from Myit- 
kyina to pick up the passengers. 

Myitkyina itself is reported to be a 
town more or less under siege, with sen- 
tries posted outside all government 
buildings and armoured cars on patrol 
each night. 


The northern division 
The frontline feeling of the KIO's 
Western Division — which takes in 
Myitkyina and coincides with the KIA's 
2nd Brigade area of responsibility — 
contrasts sharply with the relative calm 





Bos ЗИ 
tive set-up covers about 
7595 of Kachin state and 
ibly 35% of its popula- 
tion. Even in the govern- 
ment-controlled towns, KIO 
influence is strong. 
The KIC and 
KIO together run 
or sponsor schools 
in more than 300 
villages and ope- 
rate two public 
hospitals, the big- 
gest of which, in 
Naura Pa, has X- 
Ray facilities and 
an rating thea- 
tre. KIO adminis- 
trative buildings 
openly display their 
colours and function on 
big signboards and 
nowhere, exceptin the 
government-held 
towns, does the KIO 
appear to operate 
underground. Ка- 
chinstate is, ineffect, 
a divided country. 
The KIA's 2nd Brigade area east of 
the Chindwin River and in the Hukawng 
Valley form part of the KIC-KIO's 
Western Division. Covering the land 
west of the Irrawaddy River and the 
Kumon Range, up to the Chindwin and 
the Indian border at Chaukan Pass, the 
Western Division is the largest and most 
volatile of the KIC-KIO's major areas of 
responsibility. 
The division includes the economi- 


rd 


of the Northern Division, the KIA's Ist 
Brigade area. Here, Rangoon's pre- 
sence is comparatively light and concen- 
trated on defending towns and the only 
two roads in the area — a rough dirt 
track from Myitkyina to Sumprabum 
and a slightly better road from 
Waingmaw, located just southeast of 
Myitkyina, to Chipwe. 

Curiously, government troops in the 
area operate more like guerillas than 
the Kachins do. Small units of Burmese 
soldiers occasionally stage hit-and-run 
attacks on KIA installations, but they 
never stray far from the main roads and 
seldom attack large Kachin formations. 

Recently, a Burmese army unit in 
Manwing spotted a group of 80 KIA sol- 
diers crossing the road to Chipwe, but 
the government troops retreated. It was 
only when the KIA unit was well 
beyond the village that the government 
troops fired three mortar shells at them 
— but with long intervals between them 
so as not to provoke the Kachin rebels 
to return fire. 

The captain leading the KIA unit 
told the REVIEW at the time: “If they 
don't shoot at all, they risk being re- 
primanded by their officers. But, on the 
other hand, they don't want to fight un- 
less necessary." 














¿| Myitkyina. railway. Steamers cannot 
.| navigate the Irrawaddy past Bhamo, 
and part of the Bhamo-Myitkyina road 
been controlled by the Kachin rebels 
since 1977. So the railway is Rangoon's 
only surface connection. between 
Kachin state and Burma proper. 
То keep the Ledo Road and the rail- 
| way open and to defend the few jade 
. mines Rangoon still controls near Hpa- 
n, the Burmese army usually deploys 
[5 battalions in this area, far more 
,are deployed anywhere else in 
hin state. | 










































Le convoys, consisting. of 60-70 
vehicles each, move up the Ledo 
"Read two or three times each dry season 
— from October to April — to supply 


near the upper reaches of the Chindwin. 
| Smaller vehicles continue from there 
to Shingbwiyang and оп to Namyung in 
the Naga Hills. That is as far as the 
| Ledo Road can be travelled by vehicle; 
the last stretch up to Pangsau Pass 
on the-Indian border has returned to 
jungle. 

Security is always tight along the 
Ledo Road when the convoys are on the 
move. Troops are positioned near all 
important hills and bridges along the 
way, but even so rebel ambushes are 
frequent.: Clashes between Rangoon’s 
troops and the KIA are common also at 
other times of the year. The KIA s seems 


Ds. 


and the upper part of the day: 


the government garrison town of Tanai . 








The KIA’s main Ist Brigade strong- 
hold is the area between the Mali Hka 
and Nmai Hka rivers in the upper 
reaches of the Northern Division, an 
area known as the "triangle." Apart 
from a company outpost at N'Jang 
Yang, in the southern part of the 
triangle, this area has seen no govern- 
ment troops for the past 16 years. 





Battle for the ‘triangle’ 

| The last of Rangoon's units in the 

area withdrew in February 1971, follow- 
ing five years of heavy fighting. The aim 
then-had been to destroy the Kachin 
| rebel headquarters, then located in the 
| triangle. But Rangoon' кр. to pro- 

tect its long and vulnerable supply lines 
forced the government to abandon its 
efforts and pull back to barracksin Sum- 
prabum and Myitkyina and to a number 
of smaller outposts along the road be- 
tween the two towns. 

However, the government's retreat 
did not signal an end to fighting for the 
KIA. Ting Ying and Zalum, two KIA 
defectors, had brought the CPB and 
their fighters into the southeastern sec- 
tion of the KIA's 1st Brigade area in 
1968. 

The communist forces began: build- 
ing up what they called their “Warzone 




















f the fighting, whil 
forces try to avoid c : 
correspondent, together with 
230 KIA soldiers and two elephants car- 
rying supplies, crossed tlie Ledo Road 
in broad daylight just a few miles north 
of the Burmese army camp at 
Tingkawk. Two days later, a company 
of government troops took up pursuit. 
They arrived at the village of Pantsun, 
just east of the road, where soldiers re- 
portedly beat villagers with bamboo 
clubs, demanding information about 
the KIA unit and the “white-face” in its 
company. KIA troops were sent down 
to attack the government forces, which 
retreated after a few clashes. 


Major government operations 


against the Kachin rebels are launched 


occasionally — as in the case of a mas- 
sive attack on the KIA’s 2nd Brigade 
headquarters in late 1984 and major as- 
saults on its new headquarters in April 
last year (REVIEW, 22 May '86) — but 
these are the exception to the rule. Un- 
less an overwhelming government force 
can be mustered, Rangoon’s efforts are 
mostly concentrated on the civilian 
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СЕҢ The Lintners' 
journey 





101". in the rugged mountains along 
the Chinese border, between the Kam- 
baiti and Hpimaw passes, and bloody 
battles were fought with the KIA east of 
the Nmai Hka River between 1973 and 
1976. The two armies have maintained 
an uneasy alliance of convenience since 
signing a truce in 1976. 

The relative peace and stability of 
the triangle today has allowed the area 
to become an important logistical link 
connecting the. KIO's Eastern and 
Western divisions. Supplies:go through 
this. area rather. than. along. the much 





population ‹ 

rebels’ suppo көң 
Many villages have been resett 
along the Ledo Road and the railw 
close to Burmese army outposts. 7 
project has had only limited ѕиссе 
mainly owing to Rangoon's rice police 
which obliges farmers to sell a certa 
amount of paddy to the government 
very low prices. 

“The government always asked 
to sell a lot, and it didn't.c 
whether the harvest had been good 
bad. We:knew that we'd be punis 
if we could not produce the reque 
amount, so sometimes we had t 
paddy in the black market at 
prices and then sell it to the go 
ment for next to nothing," said. 
er who had moved back to KIA 
trolled hill country. 

To the villagers who have ren 
under Kachin. rebel administratio 
government’s approach seems har 
often taking the form of punis| 
About a week after the KIA u 
correspondent followed had lef 
Ja by the Nam Byu River — 0 

journey from Tanai- B 
„mese troops launched 
dawn attack on the villa 
killing four civilians — 
—wounding several oth 
There were no KIA t 
in the village. wh 
was attacked, so the me 
sage was clear: “If yous 
ter and support the. KI 
we'll kill you." 
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shorter — but- far m 
dangerous — direct. 
west route across the 
way, south of Myitk 
An intricate network 
jungle trails. and | brid! 
paths — some wider an 
better maintained than g 
ernment-controlled. . roa 
~ criss-cross the triangl 
takes 15-19 days fi 
voy of 50-60 governm 
trucks to cover the 21 
km stretch of road b 


























in the triangle. 
ammunition, medicine and other 
plies are carried by mule and. 
phant along the mountain: routes’ 
much quicker pace, giving the re 
logistical advantage over the..go' eri 
ment. 
If the KIA's hold over the triang 
seems undisputed, so is Rangoon's 
trol over the Putao and Nogmung áreas 
of Kachin state's northernmost regio 
Trucks have been unable to reach Putao 
since the 1960s, when the KIA bl p 
all the bridges: and parts of the road be- 
| tween улаш and Machyangbaw, 
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25 km soütheast of Putao. Rice, salt and 
other necessities are flown in on three 
daily Fokker flights, and Twin Otters 
carry supplies onto Nogmung, located 
about 60 km northeast of Putao, during 
‘the dry season. 

One of the reasons Rangoon places 
such importance on Putao and the sur- 
rounding area is that it is home to the 
Nung Rawangs who, though Kachins, 
have refused to rally to the KIO cause. 
As early as 1964-65, there were clashes 
between the KIA and the Nung 
Rawangs, who had been organised into 
armed home-guard units by Rangoon. 
The KIA, with its superior fighting 
‘force, viciously attacked many Nung 
Rawang villages. “It was a massacre,” 
-said one source with experience in the 
area. 

Today's Kachin rebel leaders admit 
their mistake in fighting the Nung 
Rawangs, but the old wounds have not 
healed. Many Nung Rawangs serve as 
government officials in Kachin state and 


- | in home-guard units in several villages 
‘north of Putao. The KIA has only re- 
cently begun to penetrate the far north 
homelands of the Nung Rawangs, and 


KIA officers admit that a lot of suspi- 


cion remains, slowing progress. 


The eastern division 
The area east of the Irrawaddy and 
north of the Shweli rivers forms the 
KIO's Eastern Division. This corres- 
nds to the KIA's 3rd Brigade area. 
Тһе KIO and KIA are headquartered, 
respectively, near Pa Jau and Na Hpaw, 


* close to the Chinese border. 


The Kachin rebels had entered this 
area by 1961, fighting both the Burmese 
army and remnants of Chinese 
nationalist forces, which had been en- 
sconced along the frontier since the 
1949 communist victory in China. The 
KIA defeated both forces. Fighting was 
especially intense around the former 
British frontier forts which, after Bur- 
mese independence in 1948, were taken 
over by the Burmese army. 

These outposts included Fort Mor- 
ton, in Sima; Fort Na Hpaw; Fort Ura 
Bum; Fort Alawbum, and Fort Bumre 
Bum. Now, only Fort Harrison, in 
Sadon, opposite the CPB’s warzone 101 
headquarters at Kambaiti, remains in 
Rangoon's hands. 

e biggest KIA push against gov- 
ernment forces in the area came after 
1976, when the KIA began receiving 
Chinese arms through the CPB. Be- 
tween 1977 and 1979, the Kachin rebels 
took a string of Burmese army outposts 
in the valley along the Bhamo-Myit- 
kyina road. During those three years, 
the KIA claims to have killed, wounded 


„|—9г captured 3,481 Burmese soldiers and 
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to have seized more than 1,000 
weapons, ammunition and radio sets. 
The KIA wiped out the govern- 
ment’s strategic Namsan Yang garrison, 
between Bhamo and Myitkyina, leaving 
all Rangoon’s soldiers there dead, 


wounded or captured. All the main 
bridges in the area were demolished and 
all through traffic between Bhamo and 
Myitkyina ceased. Today, the Kachins 
control a 75-km stretch of the 173-km- 
long road, including major villages and 
ich small towns as Dabak Yang and 
Hkala Yang. 

This correspondent rode a bicycle 40 
km down the Myitkyina-Bhamo road. 
The Kachin Independence Council 
(KIC), the KIO’s administrative wing, 
runs a parallel government, in evidence 
everywhere, with Kachin rebel officers 
in uniform performing their duties in of- 
fices once occupied by Rangoon's admin- 
istrators. Large school buildings, built 
by the central government, are now run 
by teachers employed by the KIC. 

Many villages have electricity, 
drawn from field generators, and tele- 





phone service exists between the area's 

KIA outposts and KIC administrative 

offices. There is even a weekly news- 

paper, the Baknoi Bat Shiga, which 

n general news as well as 
attlefield reports. 

Trade is brisk in the area. Chinese 
muleteers bring in merchandise from 
China and sell their goods at markets in 
Dabak Yang, Hkala Yang and other 
places. The largest market is at Loije, 
along the old “Embassy Route" to 
China. Loije, with its population of 
5,000, is the largest rebel-controlled set- 
tlement in Burma. 

The Kachin rebel camps along the 
Burmese-Chinese frontier — especially 
the KIO-KIC centre at Pa Jau and the 
KIA's general headquarters at Na 
Hpaw — are fortified with 12.7-mm 
anti-aircraft guns, 75-mm recoilless 
rifles and 82-mm mortars. The govern- 
ment would be hard-pressed to recap- 
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ture the border area. Reinforcements 
would have to be brought in from Shan 
state, in the south, to support such an 
offensive, but this would be next to im- 
ible because the KIA cut the Nam- 
ham-Bhamo road in 1975. 


The southern division 

Less stable than their position in 
Kachin state, is the Kachin rebels' pre- 
sence in northern Shan state, where the 
KIO's Southern Division and the KIA's 
4th Brigade are located. Rangoon's 
infrastructure is better developed here 
than in the north, and there is a heavy 
presence of government troops in the 
area — especially along the vital Burma 
Road, where it runs from Lashio to the 
Chinese border. 

The KIA’s strongholds are located in 
the hills on either side of the road, up to 
the Shweli River and down to the hills 
just north of Lashio and Namtu. This is 
where the Kachin rebellion began in 
February 1961, with a handful of sol- 
diers armed with 30-odd rifles of World 
War II vintage, and Kyats 60,000 (now 
equivalent to US$9,245 at the official 
exchange rate) that the rebels had sto- 
len from the Lashio treasury. It was 
from here the Kachin uprising spread to 
eastern Kachin state, the triangle and 
the Hukawng Valley. And it was here 
that the bloodiest battles were fought 
with the CPB from 1968 to 1976. 

Today, it is in this area where cooper- 
ation between the Kachin rebels and 
the CPB is closest. The two groups had 
carried out several successful joint oper- 
ations prior to the December 1986 deba- 
cle at Hsi-Hsinwan. The most devastat- 
ing attack launched by the two groups 
took place in January 1984, when a com- 
bined CPB-KIA force ambushed a Bur- 
mese army convoy near Kutkai. 
Twenty-two trucks were carrying Ran- 

oon's entire 109 Infantry Battalion 

ack to Lashio for rest and recreation. 
The ambush left 18 vehicles destroyed 
and about 150 of the 400 soldiers dead 
or wounded. 

The KIA's 4th Brigade area is also 
where the KIA cooperates with its two 
allies — the Shan State Army and the 
Palaung State Liberation Organisation 
— in the northern command of the 
Kachin-led National Democratic Front 
(NDF). These three groups now are 
moving closer to each other and com- 
prise the only NDF regional command 
that functions reasonably efficiently. 

The vastness of the territory control- 
led by the KIA puts in doubt the possi- 
bility of Rangoon launching an effective 
offensive against the Kachins. There art 
no clear battle lines in the far north, and 
an operation against Pa Jau and Na 
Hpaw would immediately provoke 
Kachin attacks on the vulnerable — and 
for Rangoon, the vital — railway to 
Myitkyina. And an offensive in the west 
on the triangle would provoke similar 
attacks, which could threaten Myit- 
kyina itself. Lintner 
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A BANK THAT SPANS THE 
LENGTH AND BREADTH 
OF THE WORLD'S MOST 

DYNAMIC REGION. 


The Pacific basin. 
A shoreline over 50,000 miles in length. 
Encompassing both the massive economic strength of 
Japan and the USA, and many of the world’s fastest- 
developing markets. 
Today it’s the arena for over half the world’s trade. 
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And today as for many years, it’s home ground for 
Standard Chartered Bank. 

Standard Chartered opened for business in Hong Kong 
as long ago as 1859 - so that now, Standard Chartered's 
reputation for experience throughout the Far East is 
matched only by a reputation for dynamism and innovation. 

Union Bank, one of the leading business banks in 
California and part of the Standard Chartered Group, 
offers the services of a long-established network in North 
America. 

And after many years of involvement in Australia, 
Standard Chartered introduced a full banking service on 
receiving government approval in 1986. 

The result is a geographical spread, of some 250 
branches in 13 countries around the Pacific basin, which 
is the envy of many banks now scrambling for footholds in 
the region. 

And also, a depth of experience of the greatest potential 
value to international business. 

From acceptance credits to zero-cost options, Standard 
Chartered has the services, the people and the information 
technology to help you to do better business throughout 
the Pacific region. 

And, indeed, in more than sixty countries around the 
world. 

To find out more about a bank which is single mindedly 
committed to the use of its massive resources to meet its 
customers' needs better, contact your nearest branch. 


Standard 2 Chartered ~ 


STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE 
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ў local Nediloyd agent is your link to a world of 
transport services. And a single bill of lading is your ticket 

_ to Nedlloyd's door to door intermodal s at any 
latitude or longitude. 

Nedlloyd Lines has a fleet of 42 purpose-built 
vessels to move your cargo quickly and safely between 
150 world ports. On each of its 31 routes, Nedlloyd oper- 
ates tonnage best suited to the trade. Total transport is in 
one professional Nedlloyd hand. 

One phone call will connect you to Nedlloyd's global 
transport services. 

Nediloyd Lines, the reliable Dutch solution to all your 
international transport requirements. 
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Ambitious plans by Taiwan’s shipping giant draw scepticism 


The Evergreen way 


By Carl Goldstein in Taipei 


W hile red ink was spreading across 
the ledgers of some of the most re- 
spected names in shipping in recent 
years, Taiwan's enigmatic Evergreen 
Group successfully engaged in a high- 
speed expansion to become the largest 
container line in the world. Having 
made the defiance of conventional wis- 
dom its trademark, especially with the 
1984 introduction of a two-way round- 
the-world service, Evergreen’s chair- 
man, Hatsu Y. F. Chang, is trying 
again: without a formal announcement, 
his company has launched an NT$18 bil- 
lion (US$558 million) plan to build 
yachts, container vessels, diesel engines 
and industrial machinery. 

This investment, which is to be im- 
plemented over four years, will come on 
top of existing debt estimated to be at 
least US$880 million. This is the legacy 
of Evergreen's three-year shipbuilding 
spree in the early and mid-1980s that 
more than doubled the size of its fleet at 
a time when freight rates were falling 
precipitously. 

So far, only the rough outline is 
known of the new venture, which will be 
called Evergreen Heavy [Industrial 
Corp. Evergreen is famous for its reluc- 
tance to divulge financial or operational 
information, even by the secretive 
standards of the shipping industry. 
However, an executive in the com- 
pany's planning and development sec- 
tion said Evergreen hoped to set up a 
pilot factory as early as August for test- 
ing yacht designs and prototypes, with 
full production of up to 1,000 yachts a 
year to begin in 1988. 

Yacht industry sources were scepti- 








cal that Evergreen could break into a 
new industry on such a grand scale. Last 
year, Taiwan shipped about 1,600 
yachts (including sailing boats) with a 
value of US$135 million. But the com- 
pany has for the past several months 

een actively recruiting technical and 
management personnel, and its record 
— albeit in a different field — gave 
pause to some of those expressing 
doubt. Evergreen is negotiating for a 
factory site at the Taichung harbour in- 
dustrial zone in central Taiwan, where a 
harbour administration official would 
only say that “several issues” remained 
to be settled with Evergreen over the 
terms of its use of the land: 

In a later phase of the project, proba- 
bly to be implemented within three 
years, the Evergreen planner said the 
company would build a 260-m drydock 
suitable for building container ships up 
to 50,000 dwt. The plan was to produce 
three to four vessels a year. In line with 
Evergreen’s intention to maintain its 
fleet at current levels for the foreseeable 
future, the new shipbuilding facilities 
would aim at replacing ships in the com- 
pany’s fleet as they age. Currently, the 
oldest vessels are some 15 years old, 
though the average age of the Ever- 
green fleet is about five years. At most, 
one ship a year might be built for sale 
outside Evergreen, the company said. 

The scale of the new yacht and ship- 
building venture has aroused wonder in 
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the shipping industry, plus considerable | 
doubt. A US shipping banker, who has — 
made loans to Evergreen in the past, 
said: “You would hardly think this is the 
time for an aggressive expansion, given 
industry conditions and Evergreen’s 
debt; the last thing we need now is addi- 
tional shipbuilding capacity.” 

Word of the new venture came at a 
time of change and apparent turmoil at 
Evergreen. Evergreen Marine Corp., 
the Taiwan-registered company which 
operates 29 Taiwan-flag vessels out of 
the group's total 66-ship fleet, is prepar- 
ing to go public. (The remainder of the 
group’s fleetis operated by the Panama- 
registered Evergreen International.) 
The move is in response to persistent 
pressure from the Taiwan Government, 
which is trying to expand the reach 
of the country’s under-developed 
stockmarket, as well as a bid to 
strengthen the capital structure of the 
heavily indebted company. 


Tw turmoil was indicated by the ab- 
rupt resignation — or firing — on or 
about 11 May of Evergreen Interna- 
tional president C. L. Lim. Lim, a suave 
45-year-old Singaporean, had been 
Chang's chief point of contact with 
Western bankers, shipping indust 
ople, and the foreign press. Chan, 
imself is said to be comfortable only i 
the Taiwanese dialect or Japanese 
"Evergreen has always been a hard 
company to get to know, and now it will 
be even harder," said the US banker. It 
was not clear whether policy issues were 
involved in Lim's departure. An Ever- 
green official would only say that Lim 
























| had “taken early retirement for per- 
| sonal reasons.” In any case, Chang has 
always been the one to make key deci- 
sions, according to people familiar with 
the company. 
The new venture and uncertainty 
aroused by Lim's departure served to 
accentuate the many questions that 
have long clung to Evergreen, particu- 
larly over how the firm has financed its 
rapid expansion. The company was es- 
| tablished in 1968 by Chang, 60, a native 
| Taiwanese former seaman from the 
northern port town of Keelung who had 
| risen to become captain of a Japanese- 
| owned vessel. Marubeni, the Japanese 
FI trading conglomerate, financed the pur- 
| chase of a single second-hand freighter. 
It was the beginning of a close relation- 
-| ship between the two companies that 
| continues today. 
| Ву April of this year, Evergreen's 
| 66-vessel fleet had a carrying capacity of 
| 120,000 twenty-foot equivalent units 
| (teus) — making it the biggest in the 
- world, even before US Lines sought 
bankruptcy protection early this 
ear. 











































During its three-year shipbuilding 
ree, which ended only last year, 
| Evergreen added 24 new 2,728-teu ves- 
| sels to its fleet. Ten were built by the 

‘state-owned China Shipbuilding Corp. 
- (CSBC) and the rest by the Japanese 
| yards, Onomichi and Ishikawajima- 





















































E vergreen's passion for privacy is one 
reason why potential investors and 
competitors in the shipping industry are 
closely watching its move to list a major 
unit on the Taiwan Stock Exchange 
(TSE). The hope is that Taiwan's Secu- 
- rities and Exchange Commission (SEC) 
disclosure requirements will provide a 
peek behind the veil of at least a portion 
of the Evergreen group. 

Size is another reason for the atten- 
tion. Evergreen is the largest private 
. company in Taiwan. When Evergreen 
Marine Corp. (EMC) goes public, its 
capitalisation of NT$8 billion will make 
it the third-largest company on the ex- 
change, ranking behind only the state- 
owned China Steel Corp., which is 
largely inactive on the market, and For- 
mosa Chemical and Fibre, part of the 
giant Formosa Plastic group. 

Still, opportunities for investors will 
be limited: only 5.4% of total shares will 
be distributed, amounting to NT$432 
illion. This way, Evergreen chairman 
Дш Y. Е. Chang can satisfy the gov- 
ernment's persistent pressure for his 
company to list and still retain the lion's 
share of both EMC and Evergreen In- 
ternational stock. Former Evergreen 
International president C. L. Lim told 

the REVIEW shortly before his sudden 
























































































































| A peek behind the veil 


| Evergreen plans to list part of the empire 





Harima Heavy Industries. 
The total investment in- 
volved was well in excess 
of US$1 billion, and also 
included a massive con- 
tainer-building factory in 
Taoyuan, plus other faci- 
lities. 

The shipbuilding con- 
tinues. This year, Ever- 
green has taken delivery of 
two 3,428-teu ships from 
Onomichi, with two more 
scheduled to be handed 
over by October. Last 
month, Evergreen signed a 
contract with CSBC to ex- 
tend eight Japanese-built 
vessels up to the 3,400- 
teu size and is negotiating 
for the construction of 
three new ships at the troubled yard. 


Dee the burden of its heavy debt 
load, Evergreen reported strong 

rofits last year. In an interview before 

is abrupt departure, Lim said the whole 

roup enjoyed a net profit of US$54 mil- 
fion on revenue of US$1.2 billion in 
1986. Although the profits represented 
a significant fall from the previous year, 
when the company netted US$82.4 mil- 
lion on the same turnover, it was still an 
impressive performance given the over- 
all depressed state of the industry. For 


departure from the company that 
Chang owned more than 75% of the 
Evergreen group's stock. Employees 
own the rest, he said. 

Before EMC was able to list, it car- 
ried out a step-by-step increase of its 
capitalisation that raised it from NT$4 
billion in 1986 to NT$5.5 billion by the 
end of last year, and to NT$8 billion at 
present, according to the company. As 
госу as 1981, however, it was only 
NT$1 billion. This rapid increase has 
raised questions — many of which re- 
main unanswered — about the com- 
pany’s source of capital. 

Lim said the capital increase came 
from the shareholders. Since Chang is 
by far the major shareholder, he would 
have had to raise the major por- 
tion of NT$7 billion either froth the 
company’s retained earnings, or new 
capital injections from some other 
source. 

How he managed that while simul- 
taneously incurring a debt in excess of 
US$1 billion for the entire group in the 
course of Evergreen’s ship-building and 
facilities-expansion programme remains 
unclear. EMC alone had a long-term 
debt of US$380 million at the end of 
1985, according to the Journal of Com- 
merce. 

































































proved” profits, with rev- 
enue to remain at approxi- 
mately the same level. 

Evergreen, as usual, was 
not saying where it in- 
tended to raise the capital 
needed for its new yacht 
and shipbuilding venture. 
The US banker said his 
bank had not been ap- 
proached for new loans. He 
speculated that the bulk of 
the financing would come, 
as it has in the past, from 
Japan. Rumours have long 
circulated in the shipping 
industry that Evergreen 
was secretly owned by Ja- 
mor interests, with Maru- 

ni the most frequently 
mentioned candidate. 

But Evergreen has always resolutely 
denied it, both publicly and in private 
meetings with Western bankers. “The 
fact that this rumour has been so long- 
lived simply indicates that our com- 
petitors are reaching for ways of ac- 
counting for our success," said Lim. 

If Evergreen is successful in the con- 
tainer vessel-building phase of its new 
venture, it could represent a heavy blow 
for CSBC, which is wd predicting 
losses of US$77 million for the year end- 
ing 30 June. The state-owned ship- 





led one of 
Taipei's leading underwriters, the pri- 


These uncertainties 


vately owned China Trust Co., to de- 
cline a role in underwriting Evergreen's 
share listing. *Even after looking at 
EMC's books and talking to the com- 
pany for a long time, we couldn't really 
understand the relationship between 
the Taiwan-registered company and 
Evergreen International, whether or 
not the latter is the holding company of 
EMC, or whether there are cross-hold- 
ings between them," said an executive 
at the China Trust. *We also couldn't 
really get an adequate picture of their 
cash flow, or an explanation of how the 
— was expanded so quickly," he 
said. 


Lee the companies are separate, 
with no cross-holdings or liabilities, 
each borrowing from banks on separate 
accounts. Thus, Evergreen Interna- 
tional's plan to invest in excess 
of US$500 million on its new yacht- and 
ship-building venture should have 
no direct impact on the EMC list- , 


ing. 
EMC has steadily Knie in terms of 
the proportion of total group revenues, 
profits and assets. Largely this has 
to do with Eve n's gradual com- 
pliance with the Taiwan Government's 
policy of encouraging local shipping 
companies to use the national flag, 
rather than flags-of-convenience such as 
Panama or Liberia. Starting with a 
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builder has constructed 14 vessels for 


Evergreen, mostly between 1983 and 
1986, as well as the new orders under 
negotiation. 

Understandably, CSBC received the 
news of Evergreen’s own shipbuilding 
venture with concern, “Losing our 
biggest customer — and gaining a new 
competitor — is bound to have a very 
negative effect on our operations,” said 
an executive at CSBC, who asked not to 
be identified. 


Nonetheless, it appeared the Taiwan 
Government was prepared to support 
Evergreen’s new project. Officials at 
the Economic Ministry’s Industrial 
Development Bureau said they were 
“positively inclined” towards granting 
the venture tax breaks reserved for 
firms making new investments in offi- 
cially encouraged areas. Asked about 
the possible impact on CSBC, one offi- 
cial said: “As far as we are concerned, 
they are just another corporation.” 
Another agency at the Economics 
Ministry responsible for overseeing the 
State corporations has been actively 
pressing CSBC and other enterprises to 
increase efficiency and cut costs. 

Another reason for the govern- 
ment’s favourable attitude towards 
Evergreen’s industrial plan could be 
Evergreen’s choice of a site. Taichung 
harbour is something of a white 
elephant. Although originally designed 
to reduce pressure on over-burdened 

rt facilities at Kaohsiung and 

eelung, poor siting and pre-construc- 
tion feasibility studies produced a har- 
bour ill-suited for handling container 
vessels, leaving only the smaller bulk 
trade to be handled there. As a result, 
the industrial zone adjacent to the har- 
bour, where Evergreen’s facility would 
be located, has not been able to attract 
factories which might benefit from pro- 
ximity to a busy container terminal. gy 





single vessel in 1972, Evergreen’s 
Taiwan-flag fleet has grown to its cur- 
rent 29 out of 66 ships. 

In 1985, EMC had revenues of 
NT$17.99 billion, amounting to about 
45% of the group’s total turnover. EMC 
profits were 1.18 billion. Last year, 
revenues were up to NT$20.4 billion, 
according to the company, reflecting 
the increased number of ships operat- 
ing under EMC. No breakdown on pro- 
fits for the unit last year was avail- 
able. 

In the event, China Trust’s decision 
not to participate in the Evergreen list- 
ing was no obstacle to its taking place. 
The lead underwriter will be Unit- 
ed World Chinese Commercial Bank 
(UWCCB), a private Overseas Chinese- 
owned institution, with the addition- 
al participation of state-owned Central 
Trust of China and the Bank of Com- 
munication, and the Kuomintang-own- 
ed China United Trust and Investment 


The heavy government involve- 
ment in the underwriting indicated 
* its backing for Evergreen's decision 
to list. Final approval procedures 
are moving ahead at top speed, with 
the necessary chops from the TSE and 
SEC expected to be in hand by the end 
of June, according to Tracy Cheng, 
senior vice-president of the TSE. 

The timing of the actual sale of 
shares would be up to Evergreen, but 
the head of UWCCB’s trust section said 
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it would probably be in August. He said 
the initial price would likely be set 
at NT$30 a share, compared to a par 
value for all TSE-listed shares of 
NTS$10, though SEC apparently has yet 
to give its approval to this offering 
price. 

The government would dearly like to 
see more private companies list. The 
TSE big board has only 130 companies 
on it. Taipei's total market capitalisa- 
tion of NT$975 billion, even after the 
market’s explosive 70% rise in the first 
four months of the year, is still only a re- 
latively small 35% of Taiwan's gross na- 
tional product. 

The idea is that stockmarkets pro- 
vide a healthier way of raising capital 
than incurring heavy bank debts, as is 
the practice among many of Taiwan's 
biggest firms. Up to now, however, 
many closely held, family-run com- 
panies have preferred not to submit to 
the stricter disclosure requirements that 
gring buaic involves. 

Cheng said Evergreen has told the 
government it may list other units in the 
group if the EMC listing goes well. A 
prime candidate for eventual listing 
might be Evermaster Industrial Corp., 
Evergreen’s container manufacturing 
and repair facility in Chungli, in north- 
ern Taiwan. The facility not only 
supplies containers for Evergreen's own 
use, but also sells them to a large 
number of other lines, according to 
Lim. — Carl Goldstein 
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BUDGETS 1 


Don't rock the boat 


Keating's measures are designed with elections in mind 


By Hamish McDonald in Sydney 


ustralian Treasurer Paul Keating 

has satisfied financial market ex- 
pectations, for the time being at least, 
with a sharp cutback in Canberra's pro- 
jected budget deficit for the new fiscal 
year starting in July. But behind a 
screen of cuts to symbolic welfare items, 
the reduction in recurrent spending has 
not been great. 

Of the A$4 billion (US$2.85 billion) 
planned reduction in a deficit that 
was M. up otherwise to reach 

.25 billion, only A$1.6 bil- 
lion comes from cuts to continuing ex- 
penditures. The remainder is made up 
Of asset sales, reduced allocations of 
revenue to state governments, and an 
effective lift in telephone and postal 
charges. 

е full budget statement due in Au- 
p also gives Keating a chance to hand 
ack some of the savings, especially if 


Prime Minister Bob Hawke decides to 
bring forward elections due around the 
end of the year. 

But the prospect of a federal 
deficit below 1% of gross domestic pro- 
duct for the first time in six years gener- 
ally countered doubts about the “qual- 
ity” of the savings. The Australian dol- 
lar held its recent strength against the 
US dollar, and the sharemarket con- 
tinued to break records. Commercial 
bank prime lending rates continued to 
ease from the 18.5% prevailing in the 
first quarter of the year, to the 16-17% 
range. 

Keating hopes to strengthen this 

end. “By reducing the government's 
call on Australian savings we free up 
those savings to go where Australia 
really needs them, into plant and 
equipment for export expansion and 
import replacement," he told par- 
liament in his 13 May statement on 


the foreshadowed budget measures. 

Much will depend on cooperation 
from the six state premiers, who meet 
Hawke and Keating on 25 May for their 
annual conference to set limits on bor- 
rowing by state authorities. As long as 
the Aj billion cut in the states' share of 
tax revenue is not simply added to state 
deficits, Canberra sees the public-sector 
borrowing requirement — the sum of 
federal and state finance requirements 
— falling to about 3.3% of GDP from 
the 4.6% predicted for the current fiscal 
year. This would help further loosening 
of monetary policy without risk of add- 
ing to inflation. 

Another area of risk for Keat- 
ing's projections lies in the A$1 bil- 
lion expected to come from sale of 
assets. 

These include international airport 
terminals, about 60% of the Australian 
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Embassy grounds in Tokyo, surplus 
property in Mane and Melbourne, 
Canberra's 12.5% share in the Primary 
Industry Bank of Australia, and some 
defence industry activities. Keating's 
pen was vague about the timing of 
these disposals. 

In expenditure savings, Keating's 
projections are also vulnerable to 
growth in the civil service salary bill be- 
cause of the free-bargaining component 
of the *two-tier" central wage fixing sys- 
tem begun last year. Keating said the 
government would take a "rigorous" 
approach to claims for wage rises to en- 
sure they were matched by productivity 
gains achieved through efficient work 
practices. 

Over the past weeks, as the mini- 
budget was being prepared, govern- 
ment leaders insisted that nothing 
would be sacrosanct. In the event, Keat- 
ing has sacrificed two protected animals 
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(a) Average of daily market buying rates for bank bills reported 
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$100,000 and over. 


constantly cited by conservative com- 
mentators as supreme examples of mis- 
placed welfare. Unemployment bene- 
fits for 16 and 17-year olds — now A$50 
a week for an unlimited period pro- 
vided recipients go through the motions 
of seeking a job — have been abolish- 
ed, while educational allowances have 
been raised. Child allowances now paid 
to all mothers will be subject to a means 
test. 

In general, however, the approach 
in seeking savings from welfare has 
been to tighten up against abuse rather 
than to institute any drastic slash in ser- 
vices. 

Nor on the revenue side has Keating 
touched the two major remaining areas 
of tax exemption: gold mining invest- 
ment and pension funds. Reduced in- 
come tax rates, giving most benefit at 
the top of the scale, will apply from 1 


July. 

The axe has fallen heaviest of all on 
the defence budget, with a real reduc- 
tion of 1% or A$350 million in outlays 
next year. Keating said this would still 
allow for new equipment purchases out- 
lined in the recent White Paper on De- 
fence. 

A brief economic outlook attached 


WHAT YOU GET BACK 


e Official cash rate, prime rate and yields on 90-day bank bills 


Prime rate (b) 


Yields on 90-day bank bills (a) 


Official cash rate (c) 


"bo Sree = 8130 ғ „Ж 
to the Reserve Bank. 

banks on overdrafts of 

rate paid by authorised dealers on issues outstanding. 


Source: Australian Treasury “Round-up.” 


RE VIEWGRAPMS by Andy Tang 


to Keating's statement suggests that his 
limited attack on recurrent spending 
can only be a “holding operation" until 
the election is out of the way — and that 
Hawke would be well advised to take 
electoral advantage of the present 
buoyant mood (and opposition disar- 
ray) even if interest rate falls have not 
yet flowed through to home mortgage 
rates. Few of the interests hit in the 
kms i — well-off women, the de- 
fence lobby — are natural Labor Party 
voters. 


reasury officials paint à gloomier 

scenario now than they did in the 
first “forward estimates" for 1987-88 
published five months ago. Then they 
assumed 3.5% economic growth for 
Australia in 1987-88: now they see 
2.5% growth, which may still be op- 
timistic. 

Inflation over the new fiscal year is 







| ward pressure on Canberra’s spending 


ld suggest up- 


obligations, and downward pressure on 
itsreceipts. . 

Coincidental release of. April's bal- 
ance-of-payments figures has shown a 
weakening of the improving trend of re- 
cent months, with the monthly current- 


account deficit back to nearly A$1 bil- 


Amp 
‘current account slow down, the govern- 


lion after two.montlis at around A$800 
provement in the 


million. Should the 






| ment's job in lowering interest rates be- 
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«Keating’s budget outline, opposition 


COMPARING INFLATION RATES 


| a week ago ministers in Hawke's gov- 


< $uch as dole for the under-18s was what 


comes harder... 


. Hawke and Keating are, meanwhile, 


| helped by the unwillingness or inability 
| of the opposition Liberal and National 


parties — split four ways into Liberal 
“wets” and “dries,” Queensland and 
southern Nationals.— to put together 
concrete. policies on tax and expendi- 
ture. In his comments in parliament to 







leader John. Howard urged “enormous 
savings" from “radical cuts" to the Med- 
icare system, but did not pinpoint them. 
In asset. disposals, he urged sale of 


| domestic. carrier Australian Airlines, 
1.4996 of international carrier Qantas, 


and certain financial agencies. 















Howard's tax policy remained. as 
vague as ever. He pledged more in- 
centive through a reduction in the 


overall burden, less progressive in- 


come-tax scales, a concession bias 
towards families with children, and 
abolition of capital gains and. fringe- 


benefits taxes. No mention was. made of | 


any shift to indirect taxes — a key point 
of difference among the ópposition fac- 
tions. С 

Even if detailed and workable 
policies could be agreed upon, the op- 
position would clearly, be loath to reveal 
them until election time. As recently as 





ernment were saying that a “compas- 
sionate" approacli to welfare benefits 
















distinguished the ALP from the conser- 
vatives. Keating’s mini-budget shows 
little compunction about stealing the: 


| opposition s cloth 





| COMPANI | | n 
Gathering of the clan | 


Australasian interests now control more than 25% of Hill Samuel __ 



























ustralian media magnate Kerry 
Packer has been unmasked by Hill 
Samuel searches of its, register as the 
fourth major Antipodean player in the 
London merchant bank's shares. 


; Packer, via his Consolidated Press Inter- 


national (a Netherlands Antilles com- 
pany), had spent £20 million (US$33.61 
million) buying a 4.496 stake, Hill 
Samuel said on 13 May. 

Packer joins Larry Addler and his 
FAI Insurances group (which has held 
14.02% of Hill Samuel for some months 
as a "long-term investment"), New 
Zealander Ron Brierley’s one-third- 
owned NZI Corp. (which has 4.9%), 
and Robert Holmes à Court's Bell 
Group (which has about 3%) — thus 
bringing Hill Samuel’s Australasian 
ownership, to more than one quart- 
er. 

Since selling his Channel Nine TV 
network to Alan Bond for A$1 billion 
(US$719.42 million) in January, Packer 
has shown interest in financial-sector in- 
vestments.. Recently, he and Addler 
provided most of the A$100-million 
bankroll for a new investment bank to 
open in Sydney mid-year and called 
Whitlam. Turnbull: To be run by 
Nicholas Whitlam (former head of the 


| State Bank of New South Wales) and 


barrister Malcolm Turnbull (of the 
Peter Wright MI5-case fame), the new 


| bank will trade on the extensive connec- 


tions of its principals — running through 
a network of the local Australian Labor 
Party (ALP) machine, financial traders 
and young professionals. To Whitlam's 
link to the ALP, via his father, the bank 
has added recently retired New South 
Wales premier Neville Wran as a direc- 
tor. 

All parties are tight lipped about 
their objectives. However, Addler has 
denied speculation that the FAI stake in 
Hill Samuel could end up with Whitlam 
Turnbull. Any suggestion of acting in 
concert would, of course, attract the at- 
tention of the Bank of England, under 
the recently enacted Banking Law limit- 
ing foreign ownership of British banks 
{015% in the absence of reciprocal ac- 
cess for British investors. 


» James Bartholomew writes from Lon- 
don: Opinion in London is divided over 
how the build-up of stakes in Hill 
Samuel will be resolved. One banking 
analyst said: “My guess is they don't 
want to bid for Hill Samuel. I think they 
are playing poker." 

But another analyst, Julian Robins 
of. brokers. Kleinwort Grieveson; did 
not rule out a bid by FAT. Moreover, he 

ed possible that FAI 
issión to get past the 






Although this is high by the st 





also mentioned that 
| mercial relevance to Hill Sam 








15% level. FAT would have to pass 
two tests: that itis "fit and prope 
and that it comes from a country whic 
offers reciprocal opportunities to. 
tain. | | i 

Robins comments that FAI isa 
sponsible. and large operation 
might well be considered "fit an 
per” by the Bank of England. As fo 
reciprocity issue, it could be "a 
problem, not a major one." i 

Whether a bid comes from one o 
Antipodeans or from some other soi 
(the Trustee Savings Bank, a 
bank, and Westpac, an A 
bank, are among the “usual su: 
Robins expects that something 
pen before long in view of the large | 
portion of Hill Samuel now held by 
Australian and New Zealand 

































































(and dangers) of the revolution 
Bang") in the world's. premier 
centre; ; 
;Second, even after jumping. 
low this year of £3.25 to. £ 
Samuel shares are still: goo 
Earnings per share for 1985/ 
servatively estimated. by. Кіе! 
Grieveson at 47.3p, which puts 
shares on a price/earnitigs rati 



































of British banks, it is low cont 
to British stockmarket ratings gen 





score. 
Meanwhile, the initial costs of 
Bang will have been absorbed i 
1986-87, leading to the expecta 
higher profits іп 1987-88. — 
Christopher, Castleman, 
chairman of Hill Samuel, (0 
REVIEW that the directors wou 
sider any bid from any source 
light of the best interests of s 
holders, staff and depositors. B 











the activities of FAI or Conso 
Press. А. A 
" These shareholders were bei 
no influence over the runnir 
company: Moreover, Hill Sami 
been independent for a very lo 
and “wishes to remain indep 












PROJECTS 





y Nick Seaward in Kuala Lumpur 


he future of Malaysia's multi-billion 
dollar north-south highway is again 
doubt. Although a letter of intent to 
ld and operate the 900-km dual car- 

way was signed by the Ministry of 
rks and United Engineers (Malay- 

Bhd (UE) last December, intense 
bying by dissident factions in the rul- 
g political party, United Malays Na- 
onal Organisation (Umno), allied with 
ements in the Malaysian Highway Au- 
jority (LLM), has held up the award- 
gof a firm contract. At the same time, 
е original estimated project cost of 
M$3.4 billion (US$1.74 billion) has 
een increased to M$4.7 billion to cover 
dditional works and related financing 
uested by the government. 

The dispute is threatening an ambiti- 
us plan by the government to use 
privatisation to overcome the chronic 
lays and mismanagement that have so 
ar characterised attempts to build the 
main arterial road. About 400 km of the 
lighway has now been completed by 






























Delays on the road 


Malaysia's north-south highway faces new difficulties 


LLM, but the whole route was origi- 
nally scheduled to be finished by last 
year. The government has said that it 
does not have the funds to complete the 
remainder. Furthermore, recently 
opened stretches in the northern states 
have been found to be defective. 

Whether or not the contract will be 
signed in its present form now depends 
on the outcome of an independent audit 
of conflicting traffic-flow forecasts pre- 
pared by the contractor and LLM. One 
of UE's preconditions before taking on 
the job is that the government under- 
takes to reimburse it if — for any reason 
— traffic volume (and therefore toll in- 
come) falls below mutually agreed mini- 
mum levels. The failure of both sides to 
agree on traffic projections has been at 
the root of the present delay. 

Under the terms of the letter of in- 
tent with UE, the government gave a 
UE-led concession company the right to 





MALAYSIA'S NORTH-SOUTH HIGHWAY 






























collect tolls for a 









period of25 years (sub- 
sequently extended to 30), after which 
the entire project will be handed back to 
the government for free. The conces- 
sion will cover almost the entire length 
of the highway. 

In return, UE and its partners are to 
construct the 515 km of highway which 
have not yet been started by LLM and 
they are also to maintain and repair the 
sections which have been completed. 
The life of the concession has been ex- 
tended to take into account the govern- 
ment’s inclusion of additional mileage 
in the deal and its request that UE’s 
proposed toll rate of 7.5 M cents a km be 
reduced to 6 M cents. 

UE has put together a loose consor- 
tium of international construction com- 
panies and traffic consultants to handle 
the four-lane highway. Three interna- 
tional “promoter” companies, Mitsui & 
Co. of Japan, Taylor Woodrow Interna- 
tional of Britain, Dragages et Travaux 
of France, and three Malaysian promot- 
ers — Hatibudi, Malaysian Mining 
Corp. and  Gabongan Kontrektor 
Melayu (GKM) — are currently trying 
to raise finance for the project under the 
auspices of UE's financial advisers, 
Morgan Grenfell (Asia). But without 
agreement on minimum traffic flows, 
foreign banks are unlikely to 
come in without a Malaysian 
government guarantee. 

Such а guarantee is 
thought to be unlikely. The 
government has already 
agreed to lend the concession 
company M$150 million a 
year for 11 years at 8% an- 
nual interest and repayable 
— after a grace period of five 
years — by year 26 of opera- 
tion. This was only granted to 
compensate for an earlier re- 
fusal by the government to 
allow UE to charge what it 
considered to be the op- 
"timum toll rate of 10.5 M 
cents a km. 





t is'some. measure of the 
ipower of Kuala Lumpur's 
"flying letter" network that 
one anonymous note sent to 
Prime Minister Datuk Seri 
Mahathir Mohamed, was 
able to hold up what is proba- 
bly опе of the largest single 
civil-works projects going on 
around the world today. "rhe 





www note alleged that because of 
the traffic-volume undertaking, the 
highway was liable to end up costing 
taxpayers M$25 billion — being the dif- 
ference in projected revenue. between 
UE's figures and those of LLM. 

The letter's; anonymous authors 
claimed that UE had deliberately in- 
flated its projections to ensure massive 
compensation payments. Asa result, on 
15 April, Mahathir called off the signing 
ceremony for UE’s concession contract © 





































at one day’s notice and called for an in- 


‘dependent assessment of the traffic- 


flow projections. 
It was no coincidence that 
Mahathir’s decisive action took place 


only a week before he was due to defend 


his position as president at the Umno 
intra-party elections. Nor was it surpris- 
ing that one of his main opponents, 
Datuk Musa Hitam, should have 


boasted afterwards that he had stopped | 


the deal going through, for the Musa 
camp had been accusing Mahathir of 
corruption and that UE is actually con- 
trolled by Umno elements. 

^. UE is controlled by Hatibudi — a 
small private Malaysian company 
headed by a bumiputra (indigenous 
Malay) businessman called Hali Saad. 
Depending on who one talks to, 
Hatibudi varies from being the invest- 
ment arm of the Umno youth wing to a 
company controlled by Mahathir's 
right-hand man, Finance Minister Daim 
Zainuddin. Halim declined to be inter- 
viewed by the REVIEW in this respect, 
however, so circumstantial evidence re- 
mains the only clue as to where control 
really lies. Halim is a 33-year-old former 
accountant with Peremba, the private 
investment arm of the Urban Develop- 
ment Authority formerly headed by 
Daim. 

Questions were lodged in parliament 
in March by opposition MPs, demand- 
ing to know why the letter of intent had 
been awarded to UE, even though trad- 
ing in its shares on the Kuala Lumpur 
Stock Exchange was suspended and the 
company had been loss-making since 
1981. On that occasion, Works Minister 
Datuk Samy Vellu tacitly admitted 
Hatibudi was connected with Umno, 
but stated that “it does not matter if UE 
is owned by Umno or not, so long as 
they are capable of doing the job." 

Samy Vellu's pragmatism is gener- 
ally reflected throughout the construc- 
tion industry in Malaysia, ру as it 
looks as. if a number of local companies 
will be invited to form a consortium with 
UE, while others which were unsuccess- 
ful in the original bidding can expect 
substantial sub-contracts. The chief 
executive of UE's main rival for the pro- 
ject, Pilecon Engineering's Hong Lee 

ee told the REVIEW that "it doesn't 
matter who gets the job as long as local 
contractors get some of it." 

Until a contract is signed between 
the government and the concession 
company that UE is in the process of 
forming, the exact extent of UE's mag- 
nanimity will not be known, However, 
in its successful proposal to the Works 
Ministry, UE listed 20 Malaysian com- 
panies which would either act as 
suppliers. or construction sub-contrac- 
tors to the project. The company has 
also undertaken to ensure that 30% of 
all contracting work is given to 
bumiputra-owned companies, through 
the bumiputra contractors’ association 
GKM. 








About M$350 million worth of con- 
tracting work is expected to be allocated 
almost immediately after the signing of 
the concession agreement, for which 
Pilecon and another unsuccessful bid- 
der, Syarikat Pembinaan Hashbuddin 
will both be eligible. Bridging finance 
for these works will be sought on the 
local market as UE does not expect to 
be able to complete its main financing 
arrangements in time. 

Equity in the concession company 
will provide about 10% of the total cost 
of the project — the remainder is to be 
raised from banks of the four countries 
to which the promoter companies be- 
long. The three foreign promoters are 
understood to be helping the concession 
company to negotiate syndicated loans. 
These will be lead-managed by Bank of 
Tokyo, in the case of Mitsui, Banque 
Paribas for Dragages and National 
Westminster for Taylor Woodrow. 


he promoter companies have a 

strong incentive for coming up with 
the money, as UE has made it cleàr that 
the allocation of construction work will 
depend on the amount of finance raised. 
Originally it was intended that 44% of 
the finance would be raised in Malaysia, 
24% in Japan and 16% each from Fr- 
ance and Britain. It looks, however, as 
if both Malaysia and Britain will fall 
short, leaving Japan to provide about 
40%. A little more than M$830 million 
worth of equipment and services are ex- 
pected to be imported by the foreign 
partners, so it looks as if Japan will win 
the lion’s share of the orders. 

In addition to the traffic-flow under- 
taking, UE has asked the government to 
indemnify the concession company 
against foreign-exchange risks and in- 
terest-rate fluctuations. This remains 
“unresolved at the moment,” according 
to VE sources. 

Overall, the project is expected to 
cost M$4.7 billion, once financing 
charges and the cost of additional works 
being requested by the government are 
taken into account. The breakdown of 
the original M$3.4 billion price-tag 
worked out at M$2.95 billion for the 
civil works, M$193 million for ancilliary 
equipment such as street lighting and 
toll booths, and M$259 million to cover 
management overheads, design, super- 
vision and insurance. Each contracting 
company will be expected to purchase 
special non-voting B shares in the con- 
cession company equivalent to 13% of 
the value of its contract. 

Profits are not expected to be distri- 
buted to shareholders until the last five 
years of the concession period, but 
there is a chance that dividends may be 
paid during the five-year grace period of 
the government loans (between years 
12-17 of the concession period). 

Prospective shareholders are being 
told that they can expect a return of 
17.5% on their investment, subject to 
tax estimated at 48%. п 




















































hn Mulcahy in Hongkong 
small but growing band of investors 
he Hongkong market has begun 
uestion the motives behind the pro- 
n of share placements so far this 
Ranging from amounts as low as 
million (US$6.41 million) to a 
issue of more than HK$800 mil- 
he placements have had one com- 
tread, a denial of pre-emptive rights 
neral body of shareholders. 
-exchange rules enable share- 
ers to give company directors a gen- 
mandate to issue up to 10% of exist- 
capital. The mandate is virtu- 
icted, allowing the directors 
d dispose of the shares "either 
itionally or subject to such terms 
onditions as may be specified in 
solution." 
As. a legitimate’ means of raising 
ids share placements are cheap and 
; with no need for documentation 
time-consuming scheme meetings. A 
w strategically placed telephone calls 
d (provided the price is right) the 
ey has been raised. ; 
ecent history suggests some com- 
es have come to regard the issue of 
ditional 1096 of their capital as an 
ybligation rather than a right, and 
reholders have commonly been left 
he dark on the identity of new invest- 
fhe first five months of the year 
ve seen a dozen private placements of 
ing or new shares, with no consid- 
on to minority shareholders. 
Ithough ‘directors exercising their 
cretion in issuing the shares needed 
а placement commonly claim the re- 
nts to be institutions, in many cases 
shares are in fact sold to traders, 
€ brief is to job the shares onward. 
facet of the mechanism is open to 
use, and is one reason for the wild 
ce fluctuations around the time of 
cements. 
In one case, Chung Wah Shipbuild- 
апа Engineering shares were sold 
e chairman to an unnamed institu- 
nal investor, and the company then 
ued new shares to the chairman. 
While the sale of the chairman's shares 
o the third party occurred at a discount 
о the market price, an even greater dis- 
unt enabled the chairman to top up 
is holding and retain control. From 
ilable figures it would seem that the 
nsactions ‘left Chung Wah's chair- 
Wong Wah-sang, with à profit 
alent to 596 of the value of the 
hares originally sold: Such undisguised 



























aving the major shareholder with con- 
ued control and a tidy profit at the ex- 


€ of shareholders, is an extreme. 





anipulation of the controlling interest, . 





_ days, it was large enough to represent a 


Resistance grows to new share placements in Hongkong 


example of the extent to which the spirit 
of the 10% mandate can be abused. 
Veterans of the. Hongkong invest- 


, ment scene have by and large accepted 


the practice with an air of resignation, 


but some comparative newcomers and a 


smattering of the established communi- 
ty appear to have had enough. Investor 
apathy is the rule in Hongkong and dis- 
gruntled investors tend to vote with 
their feet rather than voice opposition 
on public platforms such as annual gen- 
eral meetings, but the spate of new is- 
sues could encourage more vociferous 
opposition. | ї 

Protection of pre-emptiv 
cornerstone of British invest tradi- 
tion, though it is not an issue in the US, 
and some placements by major British 
firms to US investors has revived the de- 
bate on shareholder rights. Evoking the 





tights is.a 









CHASING DOLLARS 


Private placement of new shares, 1986 (HK$ 
million): Sunshine Pacific [Wormald], (112); 
Hongkong Electric, (1,030). 1987: Allied 
Overseas investments, (120); Lai Sun Gar- 
ments, (211); Dickson Concepts, (53); Hsin 
Chong Holdings, (50); Evergo Industrial En- 
terprise, (143); Henderson Land Develop- 
ment, (831). 


Private placement of existing shares, 1986: 


Wharf Holdings, (705); Hang Lung Develop- | 
ment, (448); Paliburg Investment, (280). 
"Crusader, (25); Dickson Concepts, (32); 


Union Bank, (105); New Town Properties, 
(363); World International, (360). 1987: Lai 
Sun Garments, (211); Sun Hung Kai & Co., 
(282); United Industrial, Corp. [for China En- 
tertainment], (131); Shun Ho Land, (113). 


Source: Citicorp International. 


British example, several influential brok- 
ers and fund managers believe Hong- 
kong should follow its colonial master. 

. “Hongkong has never looked after 
the interests of minorities, andas long 
as you understand that premise deci- 
sions can be made," says one interna- 
tional fund manager. Communication 
with corporate executives by profes- 
sional investors tends to take place in 
private, and investors fear such doors 


would be closed if sensitive issues are | 


raised in public. 


his institutional timidity is not univer- 
sally shared, however, and the huge 
Henderson Land placement has left a 
particularly sour taste. Not only did the 
issue, exert a severely disruptive influ- 
ence on the overall market for several 


substantial dilution to existing interests. 
Unusual, and a measure of the anxiety 











: y voiced 
criticism of the transaction by stock ex- 
change chairman Ronald Li, who also 
called for a temporary trading suspension. 

Proponents of the share placement 
trend argue that a greater number of 
shares in more diverse hands enhances 
liquidity and is thus in the ultimate in- 
terests of all shareholders. The dis- 
counts at which such placements are 
made obviously favour the select few, 
though, and prices tend to take time to 
recover from the dilution of placements. 

“Here you have a market pretending 
to bé international, with foreign invest- 
ors representing 40% of the capitalisa- 
tion, and yet the rip-off of minorities is 
blatant,” is the incensed view of one 
analyst. Anothér, acknowledging that 
some institutional investors are amazed 
at some practices taken for granted in 
Hongkong,» says there is no мау 
minorities сап participate on equal 
terms with major shareholders in Hong- 
kong. “Without the leverage the major 
shareholders are not even interested iri 
listening to minorities." 

To the extent that the mandate to di- 
rectors is renewed annually on a vote by 
shareholders, and in Hongkong is con- 
sistently passed unopposed, sharehold- 
ers must share in the responsibility for 
any abuse. Curiously, the territory's. 
biggest company, Hongkong Bank, has 
itself taken the initiative of reducing the. 
mandate sought by directors from 1096 
in 1981 to only 1% of capital. 

Explaining its interpretation of the 
10% . mandate to shareholders, the 
bank's directors offered as an example 
of the mandate's use the issue of shares 
to complete а transaction, such as an ac- 
quisition, requiring quick attention. 
Sources in the bank say it holds the view 
that in reducing the directors’ mandate 
to 1% of capital the group is adhering to 
the spirit of the regulations. © 

Even those ambivalent about the 
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„ Last year, Wharf 




















seek less incestuous markets. 
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Managing your company finances to their be 
advantage can be a complex matter. Every day, 
you face a world of possibilities, a world of | 
decisions, each impacting on your profitable. : 
future. That future can be yours, today. With 
Hexagon, from the HongkongBank group. 


Hexagon, your 24-hour window to the wo: 
frees you from the restrictions of normal 
hours. Now you can keep on top of the wor 
FOREX, deposit and lending rates, stock 
information, and much more. 


No matter where you are, or what time of the 
day or night it is, you can monitor your accou 
balances, trade positions and FOREX exposur 
and, with a few simple key strokes, use this: 
information to update your position. Hexagon 
enables you to transfer funds around the world 
open and settle letters of credit, place funds or 
deposit and invest on the stock market. 


In short, Hexagon allows you to control all o 
your financial dealings in the complete securi 
of your own office. P 
Hexagon is state-of-the-art corporate electronic 
banking from the HongkongBank group, on 
the world's major financial institutions, witt 
over 1,200 offices in 55 countries. 


To find out more about Hexagon, and how i 
help your company, contact the Hexagon cent 
at your nearest branch of the HongkongBank - 


group. 


Hexagon. 


Puts the power of the bank 
in your hands. 


<x) 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley • James Capel е CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 





CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
EXCEED US$91 BILLION. 





The professional touch of 
Lufthansa. 





© Lufthansa 


German Airlines 


OF OUR TRADLLION 


For centuries, the desert 


has nurtured our spirit 
of generosity. 


Today, with our vast land 


in the forefront of 
Ж development and progress 
this spirit remains, more 
evident than ever. 


А, () » Enjoy our generous service 


Si aboard Saudia. 
Magaull fe RVICE 
ON BOARD 
а аа The cnirit ic alive 
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SUPERIOR SERVICE UNFOLDS 
IN JAPAN 





HILTON INTERNATIONAL 


TOKYO * OSAKA 


After more than 20 years in Japan the 
experience of Hilton International unfolds 


for you. 


Now you can find a convenient 
location, unusually good food, spacious 
accommodation and superior service 
in our new hotels in Tokyo and Osaka. 


And more. 


Our Executive Floors and Business 
Centres meet the special needs of the 
business traveller and our fitness centres 
boast extensive recreational facilities that 
will satisfy the most active of guests. 

Let our experience unfold for you 


in Japan. 


For reservations, call your travel 
agent, any Hilton International hotel or 
Hilton Reservation Service. 


* The Tokyo Hilton International 
is in Shinjuku, the city’s newest 
business district. 

* The Osaka Hilton International is 
in the very heart of the business, 
cultural and shopping districts. 





* State-of-the-art fitness centre 
— tennis courts — swimming pool 
— Executive Business Centre 
— No Stop Check-Out" 
— Three Executive Floors 
at each location. 
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The 


Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animgl. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to. 


WWF International, 1196 Gland, 








Switzerland. 
WORLD WILDLIFE FUND 
WWF ackn ion of this space by 
Far і п Economic Келет 
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з is often. seen as oil's 
ion, so..when Atlantic 
co) of the US found 
off China’s southern 
was not exactly over- 


nce this was the only major find 
a’s much-heralded programme 
offshore oil exploration, both the 
Chinese and the US side felt pressure to 
come to an agreement to develop the 
field. An initial accord signed in 1985 
“after two years of hard bargaining had 
production scheduled to begin in 1989. 
That agreement — one of the biggest 

contracts signed with. China since it 
| opened its doors in. 1979 — has col- 
lapsed in the wake of sharply reduced 
oil prices. 

-in May, Tang Zhenhua, president of 
China Offshore Gas Utilisation Corp. 
| (COGUC, the gas-marketing arm of 
China National Offshore Oil Corp. — 
CNOOC) led a team to Arco’s Los 
Angeles headquarters to resume. talks 
after a two-month interval. But, as in 
previous talks, negotiations became 
bogged down over a price for the gas, 
estimates of the extent of reserves and 
development costs. 

The prospects of reaching a new 
sales agreement within the year are dim, 
though much ground has been covered 
and conditions have improved — oil 
-prices have recovered from the US$10 a 
barrel that prevailed when negotiations 
for a new accord began last year, to 
around US$18 now. 

The cost of developing the 
Yinggehai gasfield offshore Hainan Is- 
land, with its estimated reserves of 90 
billion m3, is expected to be about 
US$500 million (this covers only the 
cost to produce and deliver the gas to 
Hainan Island). Under the agreement, 
Arco (with a 34% stake in the project) 
and its partner, the Kuwait-owned 
Santa Fe Minerals (Asia) Inc. (15%), 
would sell the gas to their Chinese 
partner, CNOOC (51%) at a price tied 
to. world oil prices and the UN con- 
sumer-price indices. In 1985, when 
Arco signed an agreement with the 
Chinese to develop the gasfield, the oil- 
* price benchmark was around US$30 a 

barrel. 

+ At the same time, CNOOC estab- 
lished COGUC in Canton to market the 
gas. COGUC found few buyers in 
Guangdong willing to substitute the 
more expensive gas for the oil and coal 
fuels they currently employ — industrial 
consumers in the province were report- 

ed to be paying 3-5 US cents for the 
energy equivalent of 1 m? of gas, or one- 


















! have offered to 















at a wellhead 
he pipeline to 
a m3 based on 









of-oil equiva- 
lent. This, howev as unacceptable 
to the Chinese, w imated that pay- 
ing Arco this much for the gas would 
push their price to consumers, after lay- 
ing 1,000 km: of pipeline, building a 
purification plant and. maintenance 
costs, to the re of 20 US cents a m3. 

Potential end. users in Hongkong 
were also reluctant to make any com- 


AS CONNECTIONS 





mitment, py after oil prices 
plunged sharply last year. Talks be- 
tween COGUC and the Hongkong and 
China Gas Co. (Towngas) broke off last 
December over price differences. The 
company’s financial controller Ronald 
Chan told the REVIEW that though his 
company was still interested in natural 
gas as an alternative to naphtha, an oil 
product, natural gas must be competi- 
tive with other existing fuels before a 
deal could be struck. With naphtha at 
around US$19 a barrel now, COGUC's 
pee gas price is uncompetitive, he 
said. 

As a source of foreign exchange, 
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.| Canton. and Hongkong would cost 


gkong obviously. forms a majo: 
of the equation for. the gas develope: 
Towngas is able to pay in US dollar 
the gas and could Du absorb as 
much as 25% of the gasfield's peak an 
nual production, estimated at 3.25 bil- 
lion m3. Hongkong's current gas со 
sumption is reckoned to be equivale 
to about 8% of the projected output. 

The oil-price tumble last year, w. 

eroded China's hard-currency earnings 
from oil exports, and the renminbi's 
substantial devaluation, changed t 
economics of the game radical 
CNOOC's Hongkong representa 
Cao Xuehan, admitted that China's 
of experience in gas contracts was ра 
to blame for the present quandary 
accord was seen as too much in favoti 
the producers. 





















































good deal and is naturally опу 
to back down,” a US banker s 






















more accurately the 
size and consequently t 
economics of producing 
gas. 














source close to the п 
gotiating parties sai 
CNOOC wants to slim do 
the project — claiming th 
reserves are smaller t 
Arco Һай initially | esi 
mated — or delay it, 
cause it is short of fo 
eign exchange. Arco, ón 
other hand is appare 
keen to speed up negotia- 
tions so that it could at 
least recover its explor 
tion costs. Delays to tl 
project would also afi 
the rate of returns,” 
source said. Cao is opti 
tic that an agreement would 
eventually be reached, sin 
all parties have alread 
sunk millions of US do 
lars into the project. 
CNOOC has budgeted US$1 billio 
for developing the gasfield. Abo: 
US$800 million of this amount is ex 
ed to be spent on laying a 1,052-k 
tural-gas pipeline connecting the gas 
field through Hainan Island to Zhuhai 
Canton and Shenzhen on Hongk 
border.  Fluor-Daniel . РЕС 
COGUC jointly conducted a feasibi 
study on the pipeline last year, whil 
P. Kenny of Britain has been engage 
look into the design of an underwa 
pipeline connecting Hainan Island 
the mainland. Santa Fe. is respon: 
for constructing the 100-km underwat 
pipeline from the gasfield to Hainan. 
Chinese sources estimate that 
necting the pipelines linking the mai 
grid with 24 towns and cities en route to 










































































around Rmb 4 billion (US$1.07 billion). 
.. However, construction of the main grid, 
_ originally scheduled to start in October, 
is expected to be delayed in the wake of 
current problems. "Much of our 
downstream plans will depend on what 
i$ decided upstream,” Сао said. 
Downstream proposals, such as setting 
up a 200-mW gas-fired power station on 
Hainan and a 300-mW plant in Zhan- 
jiang, all seem immaterial at the mo- 
ment, industry sources say. 

= The lack of existing market infra- 
Structure near the gas development 
ans that China will have to invest bil- 
s of dollars to develop gas-using in- 
tries — including fertiliser plants, 
*dstock mills and power plants. This is 
the only viable option, as the other al- 
ternatives — exporting gas further 
ield, to Japan for example (as In- 
donesia is doing with much of its gas) — 
is considered uneconomic. 

This is because of the high costs of a 
liquefied natural gas development — 
hich entails the setting up of liquefac- 
on facilities which include an export 
rminal, costing US$3-5 billion, and an 
importing terminal, at a similar cost, to 
convert the gas for end-users. Yet 
another option is to supply gas to 
ainan factories and other neighbouring 
eas, but this cannot be considered as 
the only market since it does not yield 
foreign exchange. 































he price of natural gas is tied to that 
Al of oil, while oil's fortunes are close- 
related to world economic growth. 
ICO's chairman, Paul Ravesies, sees 
the main growth area for natural gas to 
ndigenous markets, but these have to 
е developed hand-in-hand with deve- 
opment of gas resources. Transporting 
as further away tends to be economi- 
cally unviable due to the massive cost of 
p-front investment in infrastructure 
culiar to gas development, he said. 
avesies is optimistic about the pros- 
pects for greater use of natural gas in 
Asia-Pacific Rim countries, which have 
abundant supply. Usage is generally 
ojected to grow by 8% a year to the 
year 2000, compared to the 3-4% pro- 
ected economic growth world-wide. 
. Analysts differ in their forecasts of 
he oil-price trend. Keith Hamm of 
'etroleum Economics sees oil as being 
/ulnerable to another price collapse. 
Oil will have a hard time maintaining its 
, US$18-a-barrel benchmark for the next 
| two years, he believes, and thereafter it 
will drop to a rock-bottom price of 
about US$15. He does not expect the 
price trend to turn upwards until the 
mid-1990s, assuming an OECD growth 
of 3% a year. 

The Total group's economic adviser, 
in ree Carpentier, is more op- 
timistic. He believes that Opec has re- 
gained control of the market and is able 
to command higher prices, with oil rea- 
ching US$20 in the near term and mov- 
ing up to the US$25 level by 1990. m 
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Premature excitement 

































REVIEWTABLE by Ricky Hui 


Vietnam is producing oil, but not much 


By Fereidun Fesharaki 


Te export last month by Vietnam of 
its first commercial shipment of 
crude oil suggests that the country has 
finally found an urgently needed source 
of hard-currency earnings. However, 
the scale of Vietnamese production — 
currently around 5,000 barrels per day 
(bpd) — is unlikely to have any impact 
on the overall pattern of regional oil 
ties. 

Exploration for petroleum in Viet- 
nam has been going on for years, and 
while onshore exploration has produced 
little oil, much hope has been placed in 
the offshore areas. So far a number of 
territorial. disputes between Vietnam 
and Indonesia (north of Natuna Is- 
lands) as well as China have hindered 
the progress of exploration activi- 
ty, and the country's only real suc- 
cess has been at the Bach Ho (White 
Tiger) field, 160 km from Ho Chi Minh 
City. 


In June 1986, production from Bach 
Ho began under operator Vietsovpetro, 
a Soviet/Vietnam joint venture, reach- 
ing 800 bpd by year end. In the first 
quarter of 1987, production rose to 
5,000 bpd and by end-1987 could reach 

600 bpd. 


5, 

Vietnam is a small producer and con- 
sumer of energy, with total commercial 
energy production. of only around 
90,500 bpd oil equivalent. Coal produc- 
tion, which has been holding steady at 
around 6 million tonnes annually since" 
1980, makes up 91% of all energy pro- 
duction. Hydroelectric output contri- 
butes another 4%. Coal also is the 
major source of commercial energy: 
more than two-thirds of consumption is 
coal, mostly used in power generation. 
Vietnam has been exporting around 1 
million tonnes of coal yearly since 1980, 
though the export destination is un- 
known. К 























The oil consumed in Vietnam is 
mostly imported from the Soviet 
Union. For a country of around 55 
million people, per capita oil con- 
sumption is among the lowest in the 
world. For instance, Vietnam's per 
capita oil consumption is between one- 
third and one-quarter that of China. 
Such a level indicates the state of eco- 
nomic underdevelopment in the coun- 
try. 

Although a number of official news 
reports from Vietnam refer to a national 
consumption level of around 50,000 bpd 
(2.5 million tonnes a year), outside 
analysts have been able to identify no 
more than 27-28,000 bpd of current con- 
sumption. 

Even if available data included de- 
mand for specialty products or heavy 
material such as asphalt, it seems un- 
likely that total consumption exceeds 
30,000 bpd. (On the other hand, it is 
possible that military consumption of 
petroleum is not reported by the gov- 
ernment.) 


I? 1970, estimated oil consumption 
in Vietnam (North and South) was 
141,000 bpd, declining to 64,000 bpd 
in 1975, and to just under 21,000 bpd 
in 1979. Much of the higher consump- 
tion was due to the US presence in 
South Vietnam and the level of war ac- 
tivity. 

Based on estimates of a 5.476 annual 
* growth in oil consumption in the 1979- 
84 period, with kerosene showing the 
strongest growth rate, projections by 
the Resources Systems Institute of 
Hawaii’s East-West Centre point to 
a 37,000 bpd demand for petroleum 
by 1990. There is little doubt that 
oil demand growth potential in Viet- 
nam is immense, but given the current 
level of state control and foreign-ex- 











change shortage, it is highly unlikely 
that demand will be allowed to grow 
much faster than the historical rate. 
Vietnam's official announcements point 
to a consumption level of 60,000 bpd by 
1990. 

Since Vietnam has no refining sys- 
tem, consumption of petroleum pro- 
ducts equals imports, virtually all sup- 
plied by the Soviet Union. The country 
has been talking about building a refin- 
ery for a number of years, but the small 
size of the domestic market did not jus- 
tify the project. Because the bulk of the 
country's demand is in the more de- 
veloped south, Hanoi's current plans 
are to build a 60,000 bpd refinery in Ho 
Chi Minh City by 1990. 

Vietnam is highly optimistic about 
production prospects of the Bach Ho 
offshore field, hoping for 50,000 bpd 
of production by 1990, making the 
country self-sufficient. Currently, 
there are two production platforms in 
operation and three other platforms are 
under construction, which are all ex- 
pected to be in operation by the end of 
1988. 

The government plans a pipeline 
network to link the platforms to a float- 
ing storage unit (possibly a moored 
super tanker), as well as to the proposed 
refinery in Ho Chi Minh City. Nippon 
Kokan, Nippon Steel, Kawasaki Steel 
and Sumitomo Metal Industries are re- 
ported to be discussing the sale of 
10,000 tonnes of large-diameter oil pipes 
to Vietsovpetro. 

Bach Ho oilfield’s reserves are а 
state secret, but the field, originally 
explored by a consortium of Mobil 
Oil and Japan's Kaiyo, is conservative- 
ly estimated to contain 20 million bar- 
rels. 

Reserves may well rise to 50-100 mil- 
Боп barrels, particularly in view of a 
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joint Vietnam/Soviet decision last ye 
to quadruple the investment program 
me of Vietsovpetro (now solely 
sponsible for offshore prospecting 
Vietnam) by 1990. However, there ap 
pears to be a number of problems 
the geological structure of the Bach Н 
field. 

These problems, together with the 
out-of-date technology being employ 
ed, could lead to delays in production 
According to one report, production 
platforms are functioning only 30% of 
the time. 














































B ach Ho crude is very similar to In 
donesian Minas — a light 33 de 
grees API, low sulphur, and high po 
point. Two cargoes have been sold: 
one of 150,000 barrels to Japan. b 
Cosmo through Nissho Iwai (which ty 
plans to open an office in Ho Chi Ми 


The secónd cargo of 200-250,000 
barrels is expected to be available very 
soon and may be processed in Singapore 
(possibly by Singapore Petroleum Co. 
or it may find its way to Japan. Ара? 
Nissho Iwai is the trading house i 
volved. 

Although detailed crude assays а! 
not available, the placing of Bach | 
crude in the Japanese market or process- 
ing in Singapore should not pose : 
problems. As a new crude, however 
prices must be attractive to interest cu 
tomers. Current sale prices are Minas 
price minus a discount. Also, the poo: 
loading facilities in Vietnam do not pe 
mit liftings by big tankers, and asa r 
sult transport costs are higher. ; 

Thus the excitement created around 
Vietnam’s recent oil exports are clearly 
premature. The volumes are too small 
to make much of an impact on Japan or. 
Singapore. It is unreasonable to expect 










| ay be pro- | ports can mak i improve- 
gapore, are assumed. · | ment in Vietnam's foreign-exchange 
roduction expands to cover its needs.. In the second scenario, higher pro- | situation. In 1985, it exported US$304 
А refinery in Ho Chi Minh City will | duction results in construction of a re- | million and imported US$622 million 
robably be built as Vietnam is not like- | finery and reduces or eliminates exports | worth of goods: the trade deficit ex- 
у to allow itself to become dependent | in 1990. Any imports to Vietnam over | ceeded total export earnings. These 
‘Singapore processing for internal | and above the production level will | figures, however, mask unreported 
ds; ш. come from Soviet-related sources as | soft. currency/barter trade and aid. 
given the structure of Vietnam's | Vietnam simply does not have the | For instance, Hanoi reports no. trade 
um demand, which indicates a | foreign exchange to buy from the free | with the Soviet Union. Yet oil im- 
fuel-oil demand, and the fact that | market (notably Singapore). Indeed, | ports (mostly from Soviet Union) were | 
ach Ho crude’s heavy oil (for fuel- | even for 1995, there is no expectation of | larger than Vietnam's total exports іп. 
ntent is above 50%, it is difficult | exports/processing beyond 10,000 bpd. | 1985. AM DM AME 
hat with a refinery, a The events in Vietnam are interest- An oil self-sufficient Vietnam will 
uct balance can be achieved. | ing and exciting but not important | reduce its economic dependence on the 
ly that heavy oil exports and | enough to change the supply structure | Soviet Union significantly. Even if pro- 
: distillate imports will continue | of the region, nor to provide large-scale | duction is low, small-scale exports will 
after the refinery isconstructed. ^ | relief for Singapore's refinery over- | earn some foreign exchange, while 
two possible scenarios for | capacity. (US. companies — Mobil, | petroleum-product imports from the 
developments. through | Esso and Caltex — are unlikely to pro- | Soviet Union continue at concessional © 
t scenario, production is | cess any Vietnamese crude because of | terms with small or no hard-currenc 
ify the refinery planned | US restrictions.) payments required. 


crude and import products — if its crude 



















































































JONOMIC MONITOR HONGKONG |- 
T ra din g on a weaker curren cy | The weak currency and strong 


labour demand both pointed to signifi- 
cant increases in the 
im to boom conditions prevailed іп | switching suppliers offset inflation’ rate. Опет- 
most sectors of the Hongkong econ- | some cost increases, it did ployment in the first quar- 
y in the second quarter of 1987. But | not prevent import prices ter hit a new.low of 
orating terms of trade were begin- | from rising faster than ex- 2.1% and underemploy- 
£o have a deleterious impact, which | port ones. ment also fell. Increased 
med likely to be more marked in the The net result was the 
ond half. The further decline of the | reverse of two years ago 

















rates and long hours 
pushed actual worker's 


pegged local currency meantthat by | when a strong currency pay up by more than 1096 
y the Hongkong dollars's trade- | hurt volumes but boost- compared with a year ear- 
ghted average was hovering at a re- | ed many manufacturers’ lier. 


| index low of around 60, a decline of. | margins. The trend began Consumer price indi- 
е 8% since the beginning ofthe year | to be reflected in the ces as of March were up 
of 16% since January 1986. trade figures. Although an average 4.5% on a 
The terms of trade were especially | total exports in local dol- M ca Л year earlier and the 
cted as the import-weighted index | lar terms in March were © зешнш rate seemed likely to 
ll was аи faster than the ех- | 51% higher than a year accelerate, particularly if 
rt-weighted, thus raising relative im- | earlier, imports were up 55%, resulting | a stable renminbi results in high- 
costs. The Hongkong dollar de- | in the largest monthly trade deficit in | er food prices (which have bare- 
ed sharply not only against the yen | two years. March is usually а bad | ly moved for three years) and if 
against the recently strengthening, | month, but the figures suggest that the | the recovery in oil prices is register- 
creasingly important, Taiwan and | unusually large current account surplus | ed. 

th Korean currencies. Even the | of the previous two years was being Although there has been room for 
о very weak renminbi stabilised | rapidly eroded. | significant increases in consumer spend- 
the Hongkong dollar. On the ex- For the first quarter overall, domes- | ing, sales of durables have not risen as 
weighting, the strengthening of | tic exports rose 32%, re-exports by 52% | fast as might have been expected as a re- 
pean currencies did little to offset | and imports by 41%. The trade deficit | sult of imported price increases. Con- 
US, Canadian and Southeast | for the period rose from HK$2.5 billion | sumption growth as reflected in retail 
nes. s (US$320.5 million) to HK$3.4 billion. | sales in the latest three months ap- 
zxport volumes were sharply higher | Even were there to be some recovery in | peared roughly in line with the 6% fore- 
ecause of the competitiveness brought | the currency, there is the danger as far | cast in the February budget. But sales 
bout by the currency's weakness. | as terms of trade are concerned of | of cars and consumer durables were 
Owever, imports grew at an even | this being offset by a rise in com- | held Баск by substantial price in- . 





REVIEWGRAPH by Ricky Hui 

























aster pace, apparently as a result of | modity prices, especially cotton and | creases. 

the terms of trade decline га- | oil. Capital spending appeared healthy 
her than in anticipation of fur- | ^ The freakish overall trade surpluses | thanks both to паара ар orders 
ther increases in manufacturing out- | seen in 1985 and 1986 seem to have | and construction, where activity was up 


“put. | Е соте to an end, but may have been | sharply. End-user demand in 

Orders on hand remained firm, but | more than compensated for by the up- | 
the rate of increase now appears slow. | surge in entrepot trade. This arose 
Imports from South Korea, China and | mainly from sharp increases in exports 
‘Taiwan expanded especially fast at the | from China, and a surge in tourism, 
pparent expense of Japan. But even if | especially from Japan. i 


e prop- 
erty sector was firm though prices may 
have reached à short-term plateau as in- 
terest rates rose from r floor, with 
the prime rate up fro J ry to. 
6.5% uut ; 















































IT IS A MOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENTS. 
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An offshore route 


Australia’s Ansett group sets up a new cargo airline in Hongkong 


By Michael Westlake in Hongkong 
ЩЕ тоге than a year of struggling 

to bring its documentation, cover- 
ing policy and flight operations, into 
line with Hongkong’s Civil Aviation 
Department (CAD) requirements, new 
all-cargo airline Transcorp Airways 
(HK) on 12 May received. its air 
operator's certificate, at last permitting 
it to use its own aircraft and crews for 
flights between Australia -and Hong- 
kong, Singapore and — perhaps later — 
the Middle East. 

But the official birth of a third airline 
in Hongkong does not herald an inten- 
sification of the battle led by tiny, two- 
year-old Hongkong Dragon Airlines to 
chip away at the grip on Hongkong’s 
aviation rights held by 40-year-old 
Cathay Pacific Airways. 

Rather, it marks the fruition of 
another move by Australia’s giant An- 
sett group to sidestep regulatory obsta- 
cles to development of its aviation in- 
terests at home, as well as to take advan- 
tage of a 1985 rule change there which 
allows mixed loads of primary produce 
on outbound charter flights and general 
cargo on inbound flights (REVIEW, 19 
Dec. '85). 

Ansett Transport Industries, the pri- 
vate carrier in Australia's major domes- 
tic-airline duopoly, has consistently 
found its desire to open up international 
routes thwarted by government-owned 
national carrier Qantas. Ansett has thus 
expanded offshore through manage- 
ment contracts and partnerships to ope- 
rate international air services and 
freight companies in the South Pacific 
area, South America, Europe, New 
Zealand and now Hongkong. 

Ansett is jointly owned by Sir Peter 
Abeles’ TNT transport company and 
Rupert Murdoch's News Corp., which 
recently bought the Hongkong daily 
South China Morning Post. Transcorp 
(HK) started life as the Hongkong sub- 
sidiary of Perth-based Trans Corp. Aus- 
tralia, founded by engineer and busi- 
nessman Anthony Manzi who is now 
chairman and chief executive of the 
Hongkong unit. 

Ansett initially bought 50.5% of the 
Hongkong company through its Hong- 
zong subsidiary, Ansett Industries 
(HK) in October 1985, and as at 15 May 
it held 90% of the 22.5 million issued or- 
dinary shares. According to informa- 
tion released by Transcorp (HK), An- 
sett now holds 2.295 million ordinary 
shares of HK$10 (US$1.28) each and 
17.955 million contributing shares of 
HK$1 each. 

Another 2,249,998 ordinary HK$10 
shares are held by Capson, and 








two more ordinary shares by Wasa 
Sonic Trading, both said by Transcor 
to be private Hongkong concerns with 
no other aviation interests. Transcorp’s 
paid-up capital would thus seem to be 
HK$63.41 million, though Manzi gave 
reporters a figure of HK$65 million. 
Company executives were quick to 
assume full responsibility for the de- 
lay in being able to use its own single 
Boeing 707 freighter, which has sat idle 
at Hongkong's Kaitak airport except for 
crew-training flights for more than a 
year while the company wet-leased air- 
craft and crew from other carriers. 
Non-executive director Neil Hans- 
ford, who is also managing director of 
TNT's European cargo airline opera- 
tions in London, said: “In the early days 
we might not have performed quite so 
well in preparation of documentation,” 






ing its engines fitted with “hush-kits.” 

Manzi and Hansford were careful to 
define re purpose as sup- 
plementary and complementary to 
other airlines flying on its intended 
routes. As long as there is a demand for 
cargo flights which is not being met by 
scheduled carriers, Transcorp sees no 
problems in operating outside the provi- 
sions of international air-service agree- 
ments with ad hoc charters. 

The aircraft is expected to leave 
Hongkong each Sunday for Sydney via 
Darwin with general cargo, running to 
Singapore via Darwin with agricultural 
produce on Mondays and direct back to 
Sydney with general cargo on Tuesdays, 
and returning to Hongkong via Darwin 
with agricultural produce on Wednes- 
days. The rest of the week is still open 
for other charter work which Transcorp 
hopes to develop. 

Transcorp sees itself as filling a gap 
created by rival aircraft with unsuitable 
cargo capacities. Much of its market re- 
volves around Australia’s agricultural 
produce from areas which have no reg- 
ular international service. Produce, 
thus, has to be trucked to international 
airline gateways, requiring extra jour- 





and expressed his approval of the 
САР” “very prudent policy." None of 
the Transcorp men would quantify how 
much the year's delay had cost. 


he 707 had been bought from 

Lufthansa for US$1.35 million, and 
had a further $$750,000 (US$353,773) 
spent on it so as to obtain a certificate of 
airworthiness from the CAD because of 
Hongkong regulations covering electri- 
cal requirements. But what had form- 
erly been seen as an opportunity to 
circumvent Australian noise regulations 
for a 707, by basing the aircraft in Hong- 
kong where at that time noise regula- 
tions had not үн been promulgated, 
was lost due to the delay in obtaining the 
air-operator's certificate. 

In the meantime, Hongkong pub- 
lished new noise regulations in mid- 
1986, so Transcorp (HK) had to 
spend another US$2.75 million hav- 





ney time and thus reducing freshness 
and increasing costs. 

So, if Transcorp can shift its Austra- 
lian departure or mid-route points 
around the coast to match produce har- 
vest seasons, it will provide a service 
and potential growth to exporters which 
did not previously exist. 

Transcorp’s birth has come at a time 
when the air-cargo market in Asia is 
booming. But despite the burgeoning 
market, there have been reports that 
Transcorp's recent modest-scale opera- 
tions had been enough to provoke rate 
cutting in Singapore and Hongkong by 
carriers anxious to maintain market 
share. Hansford had already told report- 
ers in Australia that this was unneces- 
sary because Transcorp is intent on 
creating new business, and not on raid- 
ing existing carriers. Whether Trans- 


corp's much bigger rivals accept this ar- 
п 


gument remains to be seen. 
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A shaky future for paper 


By Philip Bowring in Hongkong 
Faun in financial assets has wavered a bit in the past few 

weeks, but by no means everywhere. Most Asian markets 
powered ahead for disparate, perhaps contradictory, 
reasons. In the US, a sharp fall in bond prices drove long 
Treasury yields over 8.5%. This was linked to fears of Ja- 
panese reluctance to buy in the face of the dollar’s weakness, 
which produced a flurry of interest in commodities as an in- 
flation hedge. Gold enjoyed another 9% fillip to reach the 
US$475 range, but perhaps more significant were strong 
gains by less-glamorous items such as corn (up 15%), cop- 
per PES) and cotton (up 12% and now more than double 
mid- levels). 

Was this just inflation-hedging, or did it imply that the 
world economy was a little stronger than the figures for 
OECD countries alone suggested, or that the inventory cycle 


was turning? Meanwhile, advocates of cash eae pes that 
the biggest danger is now recession, with US clearly 
very sluggish and neither West German nor Japanese domes- 
tic demand providing sufficient locomotion. 

Over in Japan, unwillingness to hold dollars was reflected 
not in a flight to physical assets but to bonds. Yields on 


domestic long-term government issues fell below 3.5% — 
though, thanks to the lack of market makers, yields on equi- 
valent Euroyen and samurai issues remained above 4.5%. 
Money continued to pour into the stockmarket too, ing 
the Nikkei Average up 4% in a month. However, tra ap- 


peared increasingly erratic. 

Although the yen made further gains against the dollar, 
there was clear resistance to any rise much above Y 140. 
Although most commentators appeared to believe that the 
dollar would decline further, the vield differential between 
the two currencies, added to l intervention, may now 
be sufficient to prevent a further fall. 

If ever there was a “weight-of-money” argument, Taiwan 
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Bears stir from their 


long hibernation 


By Anthony Rowley in Hongkong 
E At the beginning of 








mi this year, Where to Put 
ig Your Money outlined 
two possible econo- 
mic scenarios for 1987 
Ill — one favouring con- 
tinued investment in 
financial assets and 
the other a retreat into more tangible as- 
sets. The positive scenario envisaged 
global economic expansion which 
would reduce payments and fiscal im- 
balances. The negative one pointed to 
stagnant output, rising interest rates 
and renewed inflation. 

Unhappily, this second scenario 
(REVIEW, 8 Jan.) resembles much more 
closely what has actually happened to 
date. Despite this there is still an obvi- 
ous reluctance among investors to rec- 
ognise what is happening in the real 
world or how, as economists would say, 
events in the real economy are diverging 
ever more widely from those in the fi- 
nancial economy. 

To appreciate how phoney the cur- 
rent international bull market in 
equities is, it is necessary to grasp what 
is fuelling it. Some analysts will say it is 
rising corporate profitability, or at least 
the expectation of it, based on low infla- 
tion and relatively buoyant consumer 
demand. A comparatively docile labour 
force and modest wage claims (based on 
the fear of unemployment) are other 
bull factors they may cite. 

Even if this were the whole story, it 
could be argued that share prices in 
leading stockmarkets are already well 
ahead of the game. An Med. c price/ 
earnings ratio (p/e) of around 20 in the 
North American markets is equivalent 
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to an earnings yield of 5%. Very few 
companies distribute all of their earn- 
ings by way of dividends, of course, and 
the average yield based on actual pay- 
outs is 2.5-3%. So, earnings have got to 
rise pretty sharply in order to make 
shares attractive on a yield basis com- 
pared even to today’s modest inflation 
levels or to the returns available on 
fixed deposits. In Tokyo the average p/e 
of over 50 (taking earnings as stated 
under Japanese accounting norms) and 
yield of 0.6% appears to be discounting 
growth into infinity. 

The equity game is not always played 
by such rational rules, however. Invest- 


WORLD 
STOCKMARKETS 


(Index) 





'80''81 '82 '83 '84 '85 '86 '87 
Note: The weighted sum of Canada, Britain, 


ors — institutional as well as individual 
— pile into markets in the expectation 
that the new money contributed by 
those who come in on top of them will 
swell the base of the pyramid leaving the 
first in with a nice fat profit and the last 
out with whatever they can salvage. 
This is what is politely termed the 
"weight-of-money" factor behind 
stockmarkets. 

In fact, the weight of money in 
stockmarkets is quite frightening at pre- 
sent. It helps explain some rather 
strange things which have been happen- 
ing in the pro couple of years or so, 
things which, if they were better under- 
stood, might send investors scurrying 
out of financial assets. The accompany- 
ing tables (supplied by investment 
banker and astute economic commen- 
tator Roland Leuschel of Banque 
Bruxelles Lambert) show quite clearly 
how heavy the weight of money is. 

After an initial plunge in world (M1) 
money supply during 1979 and 1980, 
when monetarist governments came to 
power in Britain, the US and elsewhere, 
the amount of money began to rise 
rapidly again during the next two years. 
In part this was due to definitional 
changes in money categories caused, 
among other things, by a changing 
liquidity preference among investors 
and a wholesale shift of funds in the US 
into money-market funds. The second 
money-supply surge which began in 
1984 was a more conscious reaction by 
monetary authorities to the threat of 
ponet recession and default by the most 

eavily indebted developing countries.* 


H emarkably, throughout these periods 
of rising money supply inflation 
remained tame. Where was the money 
going if not into fuelling higher prices of 
consumer goods and essential services? 
However imperfect inflation indices 
may be, they are normally unlikely to 
fail in registering the impact of such a 
surge in money. 



































as the champion. The stockmarket 
on another 20% before a short, 
govemment-i correction, 
t still stands 70%. above its level six 
months ago. Controls on capital inflow 
d hold it back, but having started 
hove long after most markets, it 
night still have some way to go. Thai- 
land, up 15% in a month, may be in the 
same category. South Korea, on the’ 
other hand, appeared to have quieten- 
after a spectacular run. 
























o industrials at the same 
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ever, all news was good for Australia, with bond prices 


inanticipation of government spending cuts and giving 
‘time as resource stocks 


from commodity prices. The market managed to 
forget the deflationary intent of government policies, which 
ma 20000 for bonds and the currency, but little else. 

r Singapore and Malaysia, too, almost all news was 
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the reality. 






For scepticism, West Germany г 
up modest gains the previous month. I 
ally was uncertain where to go next a 
where bonds, equities and currency all stori 
prospect of an electoral victory for Prime M 
Thatcher. The expectation may prove more p 














in Singapore are п y i 
times those for Hongkong, w 
prices moved . ti ема 
Good earnings prospects. off 
by concerns abou 
nad the era But di 
ard, Hongkong re 
et where fi vd 
below proper 
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The charts show quite. clearly that 
fising money supply has been absorbed 


nds) which are not captured in any 
conventional inflation index. This was 
р ticularly true of the money: surge 
rom 1984 onwards when the upward 
slope of world stockmarkets became al- 
ost vertical, while world industrial 
«production was sloping disturbingly 
jownwards. True, the greater bias now- 
adays in major economies towards ser- 
father than manufacturing helps 
lain“ the money-supply/production: 
ар: But this does not alter the point 
about how much extra money has gone 
toinflating financial assets. 

In-theory, all this money could stay 
within: the closed circuit of leading 
.| equity markets indefinitely, and more 
t money could: continue pouring in toin- 

-flate values even further. In practice, 
hat. is highly unlikely. Reality has an 
|. awkward habit of intruding into illusion 


events ünfold in.the real economy. 
“Probably the most significant deve- 
lopment from the stockmarket invest- 
id. or's point of view is the beginning of an 
(тирет in US interest rates and in the 
‘| pace of inflation, which has now reached 
6,2%. оп anvannualised basis. This sig- 
nals that the Federal Reserve is no 
longer prepared to continue with an ac- 
commodative money-supply stance in 
the hope that this will stimulate produc- 
оор tion. i 
^. ^. Federal Reserve chairman Paul Volc- 
ker has indicated in:private that he is 
worried about the prospect of stagfla- 
tion (rising inflation coupled with stag- 
| mant output) in the US and wants to 
_ tighten. the money supply. Volcker is 
also. untiappy about the potential infla- 
tionary impact of the falling US dollar, 
so from that point of view too the Fed 
will be content with a dollar defence po- 
licy which involves rising interest rates. 
Oil and base-metal prices have already 
| e in anticipation of 1 








tgely by financial assets (stocks and > 


and this is what has begun to happen as | 
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Asian havens: page 84 
Gilts in a squeeze: page 84 
| Silver success: page 86 
Management problems: page 86 
Physicals appeal: page 87 
Warrants trading: page 88 
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and further dollar weakness as have 
those of some soft commodities. 

The fact that hopes have faded for a 
quickening of economic growth during 
1987 and that OECD growth is forecast 
to remain at around 2.5% this year is 
not in itself something which will send 
markets plunging. Neither is the Gatt 
forecast that the volume of world trade 


-is likely to expand by only 2.5% this 


year. Stockmarkets have been blithely 
ignoring such dismal facts for some con- 
siderable time. 


Ris interest rates are the conduit 
through which bad news will be 
transmitted from the real to the financial 
economy. Hardening rates are, of 
course, bad for shares and bonds, but 
what initially will trigger a major market 
fall is more likely to be currency move- 


AMAZING, 
DISAPPEARING 
MONEY 
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ments. The apparent failure of the: 
cent G7 meeting in Washing! 
underpin the US dollar could see 
ing further, perhaps to around ¥ 
the end of this year, or maybe next ye 
That will almost certainly see US rate 
jacked up even further. Japanése i 
vestors who fund a major part of the LU 
budget deficit through buying Treas 
bills and bonds have already begun 
show disenchantment with dollar séci 
rities (REVIEW, 16 Apr.). E 

It would be nice to think that. wl 
the setback to bull markets does com 
will be a controlled correction: 0O 
prices fall, however, they are like 
fall far and fast. For one thing, 
enormous number of unit and in 
ment trusts and other managed 
which preserve the option to go liq 
order to protect investors СӨ 
provoke a mad rush for the door о 
the floor starts caving in, 

There are other bear factors t 
those mentioned above, such as the fa 
that OECD economic growth: is 
below the level at which debt an 
believe developing countries can.¢ 
tinue to service their foreign debt.. 
hardly augurs well for renewed con 
dence in the US dollar. E 

The key question is whether all t 
kets — major or minor —. wou 
-likely to fall in sympathy with Tok 
and Wall Street this time. This will be 
test of the value of market diversific 
tion, which many leading. US instit 
tions have indulged in since the opening 
up of Asian and other emerging markets 
and the liberalisation of exchange-c 
trol regimes. If rational counsels pt 
vail, the London stockmarket will be 
one area of high ground to make for. 
Britain's real gross domestic: produ 
growth this year could be 3.576 (acc 
ing to National Westminster Bank) 
the highest among maj atrii 
Sterling. too, is likel 
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when 
the. s will 
соте on Wall Street 
Zand in Tokyo is not 
easy, Some people 
argue that it. might 
g never happen, but 
NENNEN they are increasingly 
огу. Seasoned analysts in New 
rk believe that Wall Street has en- 
ed a trading range indicative of the 
f a bear market, while only the 
ng are unqualified bulls of 
Ow. 
Brokers  UBS-Phillips & Drew 
BS-P & D) noted recently: “The 
rent p/e of 50, even when deflated 
take account of different account- 
"methods, ‘consolidation, reserves 
licy and tax treatment, is extraordi- 
y high both in absolute and relative 
toric terms." Prime Japanese com- 
any profits are likely to fall further 
lis year and the industrial background 
looks "increasingly bleak,” say the 
Кет. 
, Domestic political clouds are also 
athering in Japan and there are nag- 
doubts about the future direction 
the yen. A “crisis of confidence 
ould trigger a rush into cash at any 
ime,” say UBS-P & D, and even if it 
ss not, a shift in Japanese fiscal policy 
the autumn, bringing more govern- 
'nt bond issues, is likely to widen the 
ield: gap and drain money from 
quities. 
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James Bartholomew in London 


hile US Government long-term 

onds have suffered major falls 
year, British Government securi- 
known as "gilts," have enjoyed a 
ge upwards. Yields have fallen from 
11% to alittle under 9%. The point 
ist. approaching when the’ yield оп 
tish Government debt will. cross over 
d go below that on US Government 








The Japanese, as so often in present 
es, have been widely cited as major 
uyers. But brokers James Capel say 
hat the US, West. Germany, Switzer- 
nd and Britain itself have been the 
iggest sources of demand. 

Те rise in the gilts market is рагі 
due to the fall in the US dollar; which 
has put investors off US fixed-interest 
securities. The pound, in contrast, has 
n, so investors have enjoyed gains 
‘on both gilts and the currency. 

,. Underlying the support for both has 
“been growing confidence that the Con- 
servative Party will be re-elected at the 
general election on 11 June. James 
Capel says the Japanese appear to be 
iting for a Conservative. victory be- 



















ts in a squeeze 


biggest stockmarkets do take a plunge; 


where would the flight capital ро: (0? | 


The bulk of it would probably stay li- 
quid for some considerable time until 
"the funk abated. Even so, the fact that 
‘Wall Street and Tokyo are jointly 
capitalised at over US$5 trillion nowa- 
days — which is considerably more than 
twice what all the world's other 


If either, or both, of the world's two | 










stockmarkets are valued at — means 
that only a drop or two spilling over into: 
other stockmarkets could cause 
big splash. 

‘European markets ‘could well “get 
burned in the holocaust of a Wall Street 
and/or Tokyo crash. They аге 
psychologically too close for comfort. 
Likewise, market analysts in Australia 
see the stockmarket there as directly 
susceptible to any fall in the Tokyo 
stockmarket, be it a technical correction 
or a major plunge. 

The fallout in Asia, by contrast, 
could be beneficial, if only because 
Western fund managers have already 
come to see Asian markets as a good 
place to diversify and could well extend 
this concept to regarding them as a 
storm haven. Investment fundamentals 
in the region are such generally that 
shares could undergo a substantial 
revaluation without. looking as ob- 
viously over-priced as those in To- 
kyo. 

On acomparison of earnings prospects, 
Hongkong’s rating pales beside Tokyo, 








a very 


he average pro 

еап multiple represented by ` 

g Seng of:/2,800 is 16, and most 
Hongkong-based funds expect“ this 
‘average to reach at least 20 before rum- 
ningoutofsteam.. ^ ^ - 
Inhibiting Hongkong's performance 
has been a plethora of fund-raising 
schemes, including rights issues, place- 
ments and several new listings. This call ^ 
on investors other than controlling 
shareholders could be -HK$7 billion 
(US$897 million) by the end of May, 
and bulls believe the end. of the fund- 
raising cycle will herald à major run-up 

























































Hongkong: market fillip. 


for the Hongkong market, as it catches 
up with its neighboürs and as jitters over 
Tokyo intensify. 8 2. 
Significant liberalisation of Taiwan’s |<. 
strict foreign-exchange controls will be. 
necessary. before the Taipei St 
change (TSE) would be іта position to 
benefit from an outflow of funds from. | 
Tokyo or New. York. The Taiwan Gov- } 
ernment has, in fact, said it isconsider- | 
ing the suspension of forex controls. И 
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fore fully committing themselves. “The 
common presumption is that after Mar- 
garet Thatcher wins, the Japanese will 
come in and buy." 

The importance of a Conservative 
victory is that the party has made a 
priority of reducing inflation and cutting 
back government borrowing. A Conser- 
vative win will leave confidence in 
another four to five years of financially 
prudent policies. 

Meanwhile, the partial recovery in 
the oil price has improved the outlook 
for Britain's balance of payments, while 
buoyant tax réceipts have reduced the 
projected . government borrowing re- 

uirement. Phillips and Drew forecasts 
that borrowing will be only 1.996 of. 
gross domestic product (even excluding . 
the proceeds of privatisation issues) in 
1987 compared with an average of 4% in 
the 10 years to 1985. 

The US deficit, meanwhile, is. ex- 
pected to be 4.196 of GDP. On this 
basis, not to mention the relatively im- 
pressive current-account position, Bri- 
tish finances are in far better shape than | 
those of the US. ME 


























Therefore, it may seem perfectly |^. 
reasonable for the re-rating of British |. 
gilts relative to US Government securi- 
ties to ро further -But there are.a few: 
problems. ' . "M 

The first is that. the: broadly 
measured British money supply. has. 
been expanding very quickly. For exam- 
ple, МЗ rose 19% in. the year to March 
1987. QE. у 

Some economists; notably. Tim 
Congdon of-L. Messel; a.subsidi f. 
Shearson Lehman, think this is 
cant. Congdon maintains tha 
down in the velocity with у 
circulates has, until n 
increasing amount o 
inflation: But fr 
the velocity may 
more rapid inflation. 
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preciation. of. residenti; 
share prices in Britain. Itis also unhappy 
about.a' rise of їп manufacturers’ 
input prices in only six.months, and it 
notes the failure of. British wage in- 
creases.to "converge. onthe low rate 
achieved by our main competitors." - 

This. is. the key concern at: Phillips.) 
and Drew; wh “the: rate of 




















ans capital will be able to flow in 
‘out freely, then the Taipei market 
become very interesting to 
eign fund managers looking for safe 
avens; Stockbrokers and*analysts in 
ipe believe that if Tokyo or New 
fork were to crash, there would be 
га. Severe psychological impact that 
would: drive local. prices way down 
00. : 
Outside money can reach the Ko- 
теа. Stock Exchange illegally, but 
flows of funds would not be likely to 
.grow very dramatically іп a fallout from 
Tokyo. Most of the money which finds 
ts'way past the controls is Japanese, but 
ket watchers agree that the amounts 
are ginal and almost entirely from 
individuals. Because it is possible to 
hold shares under a false name, detec- 
ion of-foreign-held equities is difficult 
апа the main hurdles an investor faces 
are exchange controls. 
*"Many ‘company analysts remain 
so bullish about the Singapore 
“stockmarket that they do not think it 
¿necessary to begin planning for a possi- 
le share-price collapse elsewhere. The 
Straits Times Industrial Index has dou- 
‘bled since its low a year ago and the view 
isthat the rise will continue until the end 
of the year, by which time the index will 
= have risen from 1,300 to 2,000, some 70- 
-; 8096 higher than it was at the beginning 
“Fhe boom is fuelled by foreign in- 
vestors who consider that Singapore is 
still underpriced relative to Japan and 


ngkong and that the city-state's eco- 
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NEW STRAITS TIMES, MALAYSIA 


nomic recovery has some way to go. 
Malaysia’s upturn lags Singapore’s by 
more than six months an 


shares quoted on the island’s bourse. 
A cautious investor would go for 


Singapore's virtually recession-proof |. 
transport and communication sectors, |. 


encapsulated in one world-class com- 
pany: Singapore Airlines. In the event 
of a steep correction, Singapore banks 
and Malaysian blue chips would be the 
best bet, with some preference express: 
ed for Oversea-Chinese Banking Corp. 
and Sime Darby. 


Kuala Lumpur: new investors. 








exchanges of any size in the Asia/Pacific 
area with decent growth potential. With 
the political situation now expected to 


be stable for some time and the eco- | 


nomy recovering, many brokers consider 
a further improvement of at least 2096 
in the market to be feasible this year. 

— Review Correspondents 









growth. of average earnings remains 
stubbornly- high.” This- broking 
company. forecasts inflation rising 
10:5.795 in 1988. This would make the 
current yield on long gilts look less invit- 
Ж АБ the Bank of England admits, the 











: government faces a dilemma. To put it 
"more brutally than the bank does, the 

г 4 inflation danger means that the govern- 
5| ment ought to put up interest rates. But 
тр sterling is already strong. If interest 









rates were raised, instead of falling as 
they are now, then sterling would be far 
too high for the comfort of exporting 
companies." К 
So far, the government is dealing 
“with the problem by trying to slow down 
everything — the fall.in interest rates 
гапа the rise:of sterling. Slowing down 
sterling, incideütally, has involved sell- 
| ing pounds for foreign currency which 
¿| automatically increases the money sup- 
| ply. further. These holding-operation 
|. policies may not last long after the elec- 
tion: 
ЗАТ some point, the government will 
“have to: bite the bullet and tighten Bri- 
tish monetary conditions. A firming in 
interest rates after the election: would 
certainly.be bad for short-dated gilts. 
he. effect on the long-dated: Р 
ugh, is less predictable: Ох 




















bly, international investors might take | 


the view that a rise in short-term interest 
rates would improve the inflation out- 
look so much that yields on long-term 
gilts would not rise. | 

So should опе still buy gilts now 
or is it too late? Probably the best of 
the rise has already happened, In the 
short term, and assuming a Conserva- 
tive victory, gilts may have another 
10% rise in them at the long end. While 
the pound remains a favourite interna- 


tional currency, long gilts will probably | 


go Ыр 

If the government does bite the bul- 
let and raise interest rates (after the 
election, of course) to hold back infla- 
tion, then long-dated gilts may not suf- 
fer much, if at all. Anyway, the pound 
would stay strong in that case. The main 
proviso on the short term is that there 
might be some post-election profit-tak- 


ing which would hit both gilts and the | 


pound, notwithstanding the predicted 
increase in Japanese buying. 

Long term though, investors should 
certainly be wary. The tightening-up 
must be done. Without it, gilts are 
vulnerable to a rise in inflation; they 


may do well for a while but Britain is not | 


yet a low-inflation economy like West 
Germany. or Japan. Caution is called 
for. | ҮР bd 





Malaysian | 
stocks comprise almost 60% of the |! 


. For the same reasons, institutional |: 
investors are turning to the Kuala Lum- 
_pur Stock Exchange as one of the last | s 
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1,620.50. 
199.50 
452.10. 
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|| Telecom Australia (i961) — 
Telecom Australia (1997) 








Performance of unit trusts recommended 
in Where To Put Your Money — Review, 
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this year silver at 
US$5.36 an ounce 
was written off as an ` 
"industrial metal" in 
chronic over-supply. 
Now silver is the 
shooting star of the 
tal markets, having doubled in price 
fore consolidatin at US$8.70. 
rolonged dull market, 
ecame extraordinarily 
d even managed to go limit- 
and limit-down on the New York 
modity Exchange within the same 
Fortunes have been made and lost. 
hat suddenly made silver precious 
again? Will it remain precious? And 
what about its 53-times more precious 
other, gold? There is no certainty 
bout what triggered off silver's surge, 
Rhona О’ dus nnell of brokers Shear- 
9 Lehman believes it was sales of 
silver coins in the US. Last year, the US 
ernment began selling two kinds of 
r coins: silver eagles and Statue of 
berty coins. Both sold like hotcakes. | 
les of the silver eagles have been so | 
eat that despite the original expecta- 
n of only using existing stocks of 
er. the US Mint is now scouring the 
untry for more to cast into these 
ins. (The mint is currently restricted 


































d At the S being “of 


to buying бош US sources only.) 

O'Connell contends that the traders 
and professionals who watch statistics 
were impressed by the coin-sale figures, 
and it was this that turned the market 
around. 

The silver market then got another 
boost when reports appeared in the 
newspapers suggesting that Peru was 
going to freeze sales. In fact, this was a 
misrepresentation of the Peruvian an- 
nouncement that the government in- 
tended to take more direct control of 
sales. But the news came when the mar- 
ket was already in short supply, send- 
ing the price through the roof, be- 
fore making a painful re-entry back 
down again. 

Probably there was another techni- 
cal factor exaggerating the suddenness 
of the turnaround. Some traders had 
made a comfortable income for the pre- 
vious few years selling silver forward, or 
selling options. Suddenly, me wanted | 
to close their short or neutral positions 
and open up long ones. 

At a more fundamental level, the 
rise in the price of silver was probably a 
spin-off of the strength of gold. Gold, 
like a blue chip in the share market, was 
the first to move upwards, pulling silver 
inits wake like a secondary listing. 

Looking at it from a wider perspec- 
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| at last, will not let go in a hurry. So for 
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past four. ‘years. Silver was the odd one 
out and eventually it was going to look 
cheap in relation to the others. — ' 

What happens next? The market is 
not firmly based, according to one 
dealer at a Swiss bank. "There are still 
piles of silver everywhere; [the market] 
is only speculative." Having said that, 
he still believes the speculation will take 
the price. back up to US$10.50. i 

“Its speculative above: US$8," 
O'Connell adds: She forecasts that a 
year from now the price will oe: back 
down at that level. 









et while. the analysts’ views are 
based on the idea that silver is fun- 
damentally in over-supply, one must re- 
member that strictly speaking, no free: 
market is over- or under-supplied. The. | 
rice of the commodity reacts to keep 
supply and demand constantly in та 
ance. Silver is only in “over-supply” i 
the sense that some people buy it for i ub 
vestment rather than industrial use of 
jewelry. On this basis, gold suffers from 
over-supply far more seriously. 

It seems quite possible that invest- 
ment demand, having got a grip of silver 


the short-term, the outlook is good. |. 
Moreover, the supply of silver cann | 
be increased in а hurry. O'Connell est | | 
mates that puni Supp of silver 































fith unit trusts there is a need for 
management which will see invest- 


у trusts, believing they are supply- 
a vehicle for investment, in shares 


delity group, whose вое interna- 
па! fund only has a little cash when in 
€ process of switching from one share 
nother. This system is fine fór many 
ple. But what about the investor 
ho. wants someone else to take the 
egic decision about when to go li- 


he option is a fund of funds, where. 
vestors' money: is divided up among 
different unit trusts. These can opt to 
move. into cash funds if the manager 
inks the time is right. 
brellà funds (Where To Put Your 
ey, REVIEW, 26. Mar.) operate. in 
same way through their sub-funds. 
"Gartmore operates three such funds of 
funds: one for income, one for growth 
and one "Balanced Portfolio." Balanc- 








ed Portfolio is currently invested 4095 in 
the International Growth sub-fund, 





he British 


)% in the Sterlin Git at sub- Чин, gor 2s 


inding the right managers 


the ECU sub-fund (which invests in 
bonds). 

But this solution is not ideal. In the 
first place it is not as simple as a single 
fund. Secondly, Gartmore charges an 
extra 0.75% annual management charge. 
And thirdly, the manager can only 
target those investments covered by 
unit trusts or sub-funds (as the case may 
be). He cannot buy Mexican oil shares, 
for example, if there is no Mexican oil- 
share unit trust or sub-fund. Thus, the 
manager is not in a good position to go 
for particular opportunities. Moreover, 
the man making the strategic decisions 
may be too far removed from the front 
line of individual share selection. 

So, where can one find a one-stop, 
international unit trust which “is 
genuinely willing to go liquid? — . 

One of the few places is Global Asset 
Management (GAM). In its latest quar- 
terly report, the GAM Worldwide Fund 
asserted: "It is also part of the policy to 
raise liquidity substantially to levels ap- 
proaching the portfolio's totality when 
times are perceived to be unfavourable 
for equities." Evidence of the attraction 
of this approach comes from the fact 
that this fund is GAM's bi 
fund is worth over.U$$420 million. 
‘The fund's willingness to go seriou 

n demonstrat 









est. The | 





x be 


| ready to go into cash if nee 


| has nothing there пом. Meanwhile, |. 






In the past four years, since the fund's 
inception, the, managers have. been 
quite right not to get out of equities. But © 
they have certainly shown themselves 
willing to make radical changesin coun: |, 
try weightings. This encourages confi- - 
dence that the managers. are. sey | 
бе. Re- 
cently the fund has reduced its Japan 
weighting from 35% to only 23%. After 
having been big in Italy; the fund 


Worldwide’s 7% Netherlands weighting jJ. 
is far above the average in the world |. 
share market. The fund is therefore no- 
thing like a kind of world-index fund |. 
(which some international funds are) su 









W orldwide so far has registered. an 
annual compound growth rate. | 
from May 1983 (the: launch) to the end: | 
of 1986 of 32%. The fund is managed 
with advice fromJ: Rothschild Holdings 
and, in particular, Nils Taube, who has 
a long-established n срна for good |. 
fund. management. With an offshore | ^ 
basé in Guernsey, опе of the fünd's at- |. 
tractions, as with the other GAM funds, 
is that investors can buy and sell at the 
same price: there is no spread. 
Another offshore fully international | 
fund popular for its spectacular success 
over many years is the Quantum Fund, 
registered in Curacao (though units can 
M : 



















6 ‚ ing international fund over for the past 
» five years, four years and three years. It 


| also willing to borrow money to increase 








cause major suppliers, like Mexico and 
Peru, are already producing as much as 

*they can. : l 
©. -In the long-term, the stréngth of in- 
‘vestment demand crucially depends on 
whether or not the world is moving to- 
wards lower interest rates and higher in- 

| flation. If so, silver could rise much 

| further. But if the US Government in 
particular finds the courage to put on 

¿the interest-rate. brakes, then silver's 
glory days will be curtailed. 

. » The gold price, on the other hand, 
has had a quiet spell recently due to the 
unwelcome news that the Japanese 

“Government is going to sell some of the 
‘gold which it did not manage to sell 
domestically in the form.of gold coins. 

|. Far more money is necessary to move 
the gold market than the silver-market, 
and the market also has to absorb rising 

‘supply: mine production in the non- 

|. socialist world increased by 30% from 
1981-86 and is forecast to rise another 

9% this ROME get ; | 

n vi these factors, silver could 

orm better than gold for the next 

t, reversing the trend of the previous 
two years. This then would only be a re- 
turn towards a value relative to gold that, 
was normal before silver became, tem- 

" porarily, an "industrial" metal. | 

: ; — James Bartholomew 

-celebrated George Soros in New York. 
Shares. first priced at US$41.25 on 31 
January 1969 currently have a net asset 

value of US$13,345 and are sold at a 

| 19% premium. The total. value of the 

fundisoverUS$2.2bilion. .— . 

= Quantum has been the top perform- 





| isa remarkable achievement, especially 
given the fund's large size which makes 
«| switching difficult. Not only is Soros 
‘|. willing to go more liquid than most, he is 


return when he thinks prospects are 
ood. His country allocation is radically 
different from that of a passive world-. 








| five years (including 


come) has 


w | the prices of c 


By Nick Seaward in Kuala Lumpur 


With economists now 

predicting a US infla- 

tion rate of 5% by the 

end of this year, many 

stockbrokers are in- 

stinctively recom- 

mending an over- 

SRENGEEE Weight position in 
commodity-based stocks as a hedge. 
Some investors expect Malaysian plant- 
ation and tin-mining counters to be the 


biggest beneficiaries of this strategy, as 


it is a common wisdom among brokers 
that these stocks represent one of the 
few opportunities to make a play on 
commodity-price movements without 
the risks inherent in investing directly in 
physicals, though physicals also have 
their attractions at present. 
Commodity-related stocks on the 
Kuala Lumpur Stock Exchange (KLSE) 


| have appreciated in value at a much fast- 


er rate than have the prices of the com- 
modities they produce. While this can 
be explained to some extent by the fact 
that a company can be catapulted back 
into profitability by a relatively small 


AHEAD OF THE GAME 
(A 





appreciation in prices of commodities 
and commodity stocks, 12 months to 5 May '87) 


rubber moved swiftly upwards — Ё 
levels at which plantations were. ma 
ing losses, to beyond the M$S: 
(US$222.67) a tonne and M$1.90a kg 
levels which are usually considered to 
be the industry average break-ev 
points. Oil-palm share prices increase 
by 28% during the same period, ai 
rubber-plantation share — pricé 
creased by an average of 26%, 
though both sectors were expecte 
turn in very poor results for 1986. 

, Tin stocks benefited even more fro: 
that rally, despite the fact that the ү 
of the metal was still way below the 
mated average break-even price 
M$18 à kg. Many analysts believe. 
the larger mining companies have 
break-even price much lower than th 
level, however, and it is worth noti 
that Malaysian Mining Corp.'s shar 
price shot up from 96 M cents atthe | 
ginning of September to M$1.78: 
end of October, while the tin pric 
up from M$14.09 a kg to M$14,55 

Over a period of seven weeks en 

mid-February, plantation- and min 
stock prices put on ano 
„spurt, bringing them up 
“little below the level th 
today. Since Februa | 
ever, the prices of the ph 
cal commodities have: fa 
back somewhat — by 189 








the case of райтоп — w 
the share prices of al. 
.Tepresentative compa’ 








have continued to go up. 
Indeed, some of the 
tation shares and mi 


пелентан оу Ray, the tins are now beginning 


movemerit in the commodity price, it 
seems that the market is also taking into 
account thé expectation of higher com- 
modity prices. i 

This belief is supported by the aver- 
age price-earnings (е) multiples of the 
three sectors of tin, oil palm and rubber 
stocks — all of which are. significantly 
higher than the average multiple of blue 
chips on the KLSE, which normally 


vary between 20 and 30 times Fun. | 


The average p/e for tin stocks is now 


that for oil palm 41 and rubber a whop- | 


ping 160. Admittedly, the figure for the 
rubber stocks has been distorted by un- 
usually high multiples for counters such 
as Malaysian Plantations and Ayer 


| Hitam, but even if the five highest are 
| excluded, the tin-section average still 


comes to 58 times earnings. 

Looking back over the past 12 
months, it.is clear that the stockmarket 
has reacted immediately to changes in 
the price of the three commodities on 
the world markets. 


Over an eight-week period starting | 


at.the begin of September last year, 
Eoi 





nd SMR 20 


look distinctly pricey. However, 
brokers are still recommending p 
ation shares for long-term growth 
the grounds that they are still selli 
discount to values of two years < 
They are also considered a good * 
brid" based on their substantial land 
sets. 
So far, brokers say they have. 
tected ‘little evidence that. he 
against inflation was responsi 
increase in the price of c 
produced in Malaysia, though t 
signs that it is beginning to hap 
US soybean market. Judging by 
tures markets, this has yet to h 
knock-on effect on rubber or palm 

If the expectation is that. inflat 
hedging will become a factor іп с 
modity markets, the individual inve: 
would probably be better off buying 
few forward contracts on the Kua 
Lumpur Commodity Exchange than i 
vesting in shares on the stock exchang 
Commodity-based counters. are по 
thought to be in a consolidatory: 
and their prices probably contain an 
п 


ment of inflation hedging already. 


















Д Investors who believe 
athe Tokyo bull mar- 
ket will keep charg- 
ng, and are looking 
g for the maximum pos- 
| sible exposure to Ja- 
panese shares for the 
ШИЙ minimum possible out- 
ild buy equity warrants, detached 
rrant bonds, rather than shares. 
"st Equity warrants trade at a pre- 
m over the current share price, 
ch means that the investor would 
€ to wait until the share price rises 
ve that prémium before exercising 
call right. But some are traded at a 
ount, making possible instant arbit- 
gains. 

Warrants detached from bonds are 
aded most actively in London's over- 
"counter warrant market. Although 
ore Japanese equity warrants are 
London rather than in Tokyo — 
of easier issue requirements 









after paying commission of 1.596 on the 
cost of the warrant to the broker, and 


market price, in addition to a transac- 
tion tax, only on the sale, of 0.55%. 
And in Tokyo, it will take at least a 
week for the warrant to be converted 
into shares, during which time the share 
price may fluctuate. Nonetheless, arbit- 
rage is often possible if prices are moni- 
tored daily. In the Tobu case, it is made 
possible because of the discount. 

The premium expresses in percent- 
age terms how much more expensive it 
is to buy the shares by exercising the 
warrant option, than by buying the 

shares at the current market level. It is 
calculated by adding the exercise price 
to the warrant cóst per share, and divid- 
ing that total by the current share price. 

Beyond arbitrage, the main attrac- 
tion in warrants is sizeable capital gains, 
made possible by gearing. Gearing is 
calculated by dividing the current share 

price by the warrant cost 











a A 


emost advantage 
Japan-issued 

ty warrants are de- 
inated.in yen, offer- 
ance of currency 
s. The second advan- 
portant to small- 
vestors, is that 
minimum amount 
ded to buy warrants 
und US$7,000) is 












„less than the 
required in 
n. du sually 


ha 





capital gains. — 


per share. The Tobu 

warrant gearing is 2.16. 

| Thus, if the Тори share 

price rises by 10%, the 
price, of. the warrant 
should rise by at least 
21.6%. On 8: May, the 
Тоби warrant was trad- 
ing on the TSE at 120, up 
36% from 10 March, and 
much more in US dollar 
terms. Тоби shares 
closed on the same day at 
*1,210. 

So it is more profita- 
ble to buy and sell the 
warrant than the shares. 
One caveat, however, is 











20,000). 
lere is an example of how a de- 
d Japanese equity warrant works. 
ar value of the Tobu Railway war- 
qu at 88.00 on 10 March on 
yo Stock Exchange (TSE), is 1 
n (US$7,153), so the investor can 
ly one warrant for ¥880,000. The 
ercise price is Y540. Divide the par 
e by the exercise cost to obtain the 
mber of shares the warrant enables 
the investor to buy. In this case it is 
1,851 shares. Now, to convert into 
ares, the investor will pay ¥540 x 
1,851 shares ¥999,540. To this 
is added the cost of the warrant 
(880,000), so the investor has spent 
31,879,540 for 1,851 shares. 
© On 10 March, however, Тоби shares 
were quoted on the TSE at ¥ 1,030,000 
| per thousand. So, if the investor were to 
exercise his warrant immédiately after 
; purchase, and sell those shares at market 
price, he would receive ¥ 1,906,530, for 
anarbitrage gain of ¥ 26,990. 
T 


















hat profit would all but disappear |. 


that if the price of the 
underlying shares falls, gearing works in 
reverse, making conversion a painful 
exercise. But because the call-option is 
long-dated, the price of the warrant it- 
self may hoid. 
Investors tend to hold warrants until 
a share appreciates sharply. If the Tobu 
| share rises by 100% in two years (a mod- 
est gain for the TSE), the investor with 
one equity warrant sees his initial in- 
vestment of ¥880,000 and a final invest- 
ment (when the warrant is exercised) of 


investor buying Tobu shares at market 


same profit of ¥ 1,933,520. The investor 
buying the warrant thus has at his dis- 
posal for two years Y 1,026,530 in which 
to invest in other instruments. 








the same rate on the sale of the shares at. 


31,870,540, grow to Y3,813,060. The | 


price, however, has had to make an.ini- | 
tial investment of ¥ 1,906,530 for the | 












UNIT trusts: aimed at^ pension-fund 
managers relatively new pheno- 
.menon and some of them are also 

suitable for the medium-to-high-net- 

worth individual investor. One recent 

examiple is the Asian Income. Fund 

launched by Indosuez Asia Investment 

Services in Hongkong. Local pension 

funds are, on average, remarkably 

highly exposed to equities (73% was the 

average equity weighting as of 31 De- 

cember 1986) and would probably be 

wise to diversify, as would individual in- 

vestors everywhere. 

The Asia Income je aims at 
“high-grade” government corporate 
bonis all from Asia-Pacific issuers, 
plus convertibles, preference shares and. 
high-yielding equities. The fund aims to 
offer a 7% minimum yield on the initial 
purchase price of US$10 per unit (the 
current price is around US$10.20). Pre- 
servation of he tie (through investing 
among other things in smaller Asian 
currencies likely to break their value- 
depressing link with the US dollar) is a 
key aim. This may not sound too excit- 
ing in the middle of a bull market, but 
could be highly desirable in a bear mar- - 
ket. Initial subscription is. à minimum 
of 100 units (around US$1,200 at cur- - 
rent levels) and. а 5% front-end fee is 
levied, plus a management charge of 
0.1% monthly. 








































FOR those who are not happy about 
their ability to switch successfully 
among different currencies and who 
prefer to think in опе currency, 
Grindlays Capel-Cure (broking arm of 
ANZ Bank) has come up with a range of 
“thinkers” portfolios. The investor 
chooses from one of three currency 
bases — US dollar, sterling or Swiss 
franc — and also decides whether he 
wants a low-risk portfolio, balanc- 
ed performance: or higher growth. 
Ownership takes the form of shares 
in an open-ended investment company, 
registered and listed in Luxem- 
bourg. Wants 













































positio 


ng to currency 















um initial subscription is 
Sfr 20,000 or £10,000 and 
eatures of. the fund are 
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major scheme by wo 
standards. With a total of 5 million square f 
space on a ite, it will be a dominant focal 
point within Hong Kong's Central Business District 
B Equally important is the exceptional ease of 


Developers 


ed 


rs of the office lobby 
tutions of the city within a 


s indeed important 


vi Pac c Place is свй at the heart ( PACIFIC PLACE 


Sole leasing agents 


Se Jones Lang Wootton Hong Kong Telephone 





















g unchallenged authority! 


There is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It’s the Far East- 
ern Economic Review by an overwhelming majority! 


* unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don’t just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 





* unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 64,100 copies per issue. 


A growing number of advertisers have taken full advantage of this impressive growth. The 
Review has increased its ad page volume from 1,458 in 1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest concentration of 
Asia’s most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. 
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"A hotel in Hong Kong that 


Buy Business Class. Fly First Class. 


Here’s a first-class proposition for you. 

From now to August this year, whenever you charge your 
Finnair Business Class ticket to the American Express® Card to 
either North America or any major European destination; we'll || 
upgrade you immediately to First Class: Without extra charge. / 

This means that you'll get to enjoy all the exclusive 
extras Finnair First Class has to offer, without paying a | 
cent extra. 

Or alternatively, you can choose to fly Business Class. 
And bring your wife (or husband) along for the trip at 
half the price of a second Business Class ticket. 

What more can you say to our more-than-generous : Р, 

шаш «s offer, except ‘Yes’. V ve 

FINNAIR * Valid for travellers from Singapeme, Malaysia. “Thailand and Indonesu only | RAE 


m. 


Don't leave home without it. GAINNAIR | | 















Lad 
Charge your Finnair Business Class fare to the Card 2а and the champagne’s on us 











Finnair Regional Offices & General Sales Agents ‘Indonesia *P.T. Golden Rama Express, Ist Floor, The Chase Plaza, Jalan Jendral Sudirman, Jakarta 

Tel: 588550 e Malaysia "Reliance Shipping & Travel Agencies Sdn Bhd, T033, 3rd Floor, Sungei Wang Plaza, Jalan Sultan Ismail, Kuala Lumpur, Tel: 2415476 

€ Philippines * Arpan Air, Inc, Ground Floor, Pacific Bank Building, 6776 Ayala Avenue, Makati, Metro Manila. Tel: 8182601 ө Singapore Finnair (Singapore,) 541 
Orchard Road, #18-01 Liat Towers. Tel: 7333377 € Thailand Finnair (Thailand) 518/2 Ploenchit Re vad, Ground Floor, Manceya Building Bangkok 10500. Tel: 2515012 ө 

















"H 
S your comfort Е I is common business price: A value-for-money offer 


logic that we should offer the no other hotel of comparable — 
Hotel's Business Logic ES 


perfect equation of Value For class can beat. 


Money: The Kowloon Hotel puts 
Location plus comfort, at Logic back into Business. 
less cost. For reservations please contact. 

It is logical that we should your travel agent, or: 
not only offer you business and А ба шул ы 
pleasure on your doorstep, but • The Kowloon Hotel 
also at your fingertips. Tel: 5-698698 

A statt of the art Telecentre Telex: 47604 KLNHL HX 
in every room provides each тесе 
quest with pages of local and 


international information at 
the push of a button, including 
a review of the hotel bill. 


The most appropriate 
business logic however is the 
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Last year, five times as 


many 


And this year even more 
people will be flying United. 
Because now United offers more 
nonstops to the States from more 
of Asia than ever before. 

For instance, now you can fly 
United nonstop from Seoul to 
Chicago three times a week. And 
from Hong Kong, you have a 
choice of daily nonstops to 
Seattle and San Francisco. 

Meanwhile, six United flights 
leave Tokyo every day for 
New York, Los Angeles, 

San Francisco, Seattle, and 
Honolulu. And one leaves daily 


United reservations and information 
Ф TOKYO (03) 817-4411 ө OSAKA (06) 271-5 
€ SEOUL (02) 777-2993/7 ө BEIJING (01) 5 
© HONG KONG (05) 810-4888 e TAIPEI (02) 7 
* SINGAPORE 220-0711 е BANGKOK 










1 € NAGOYA (052) 
5 e SHANGHAI (02 3 
3-7600 € MANILA (02) 818 
02) 253-0558 


flew United to America. 


from Osaka for San Francisco. 

And if you're heading beyond 
our gateways, United is your 
business airline to all 50 United 
States. United, including our 
United Express service, can fly 
you on to 170 cities all across 
America, including the largest 
city in every state and all the top 
business centers. 

So wherever business takes 
you, United is the airline to take 
you there and bring you back. 

Call your Travel Agent or 
United. 





MELBOURNE е 


We are Americas 
Friendly Skies. 


United 


An ALLEGÍS Company 


571-5488 
















ү" are called paradise 
by many. You abound with 
the fruits of the earth and 
reflect your mystical warmth 
through your people 

You are Sn Lanka. Those 
who come to know you, call 
you friend. Those who come 
to meet you, fly on your wings. 
The Wings of Paradise 


> 
AIRLANKA? 


A taste of Paradise 


Walk on a beach, float on timeless sand and surround yourself with tropical splendour in Sri Lanka ULIZ78 FEER DMA 





Three days in the life of Lucinda Green. 


The glamour that Three Day 
Eventing presents can be decep- 
tive. The costumes of the riders, 
the gleaming flanks of beautifully 
groomed horses, the combina- 
tion of human control and animal 
strength are a fine sight, it's true. 

Yet all this formality — 
pageantry, even — descends 
directly from the days of the 
cavalry, when it was vital to 
know that horse and rider could 
together form an effective unit. 

An effective unit they still 
must be. And the equestrian 
world agrees that few riders 
today better demonstrate this 
unity than the World Cham- 
pion, Lucinda Green. 

At 19 Lucinda had won Bad- 


minton, the world's most presti- 





gious Three Day Event. Five 

more Badminton victories have 
followed, each time, significant- 
ly, on a different mount. "Affinity 
with the horse" says Lucinda, 
"has a great deal to do with it." 

Her fellow riders describe 
Lucindas special rapport with 
less reserve. They notice, as per- 
haps only another rider could, 
that her horses always look so 
keen to tackle the next fence. 

What keeps a horse eager and 
confident throughout three de- 
manding days? 

It must respond willingly to 
subtle movemients of its rider's 
body in the first day's dressage. 
It must show bravery and jump- 
ing ability during the second 
day's cross country. And it must 


have enough stamina for the 
final day's show jumping. 

Lucinda’s horses аге lucky. 
For Lucinda uniquely balances 
the qualities needed in a Three 
Day Event Champion: the 
ability to let a horse do what he 
can do on his own and to give 
him just enough encouragement 
when he needs it. 

These qualities make a rare 
talent. Lucinda has it. And her 
horses love her for it. 

Lucinda Greens watch is it- 
self a combination of rare quali- 
ties, not unlike her own. Her 
Rolex Lady-Date Oyster, with 
its style, precision and hidden 
stamina, is a fitting watch for a 


Three Day Event V 
Champion. 
ROLEX 


of Geneva 


THE ROLEX LADY-DATEJUST CHRONOMETER IN STEEL AND I8CT. GOLD. 
Photograph of Mrs. Green, World Champion (Luhmühlen) 1982, by permission of the British Equestrian Federation 


|. over the past 18 months, but pub- 


| ments through the media, but how 
‘|. strongly do. Singaporeans grasp 

















| ев better that you don’t un 


Ф INFORMATION is to the financial 
markets what oxygen is to 
bloodstream: inadequate supplies of the 
| stuff are liable to make you feel a trifle 
-|> giddy, at the very least. The capital mar- 
{kets in Singapore operate in a rarefied 
atmosphere containing rumour and 
“factoids,” as Norman Mailer described 
.| hearsay dressed up as facts. It is very 
j| much a Third World country as far as 
the press in concerned. But in terms of 
ts financial ambitions, Singapore as- 
с piresto First World status. 

In some respects, the island republic 
| scores well in comparison to other 
money centres. The standard of accoun- 
.tancy appears to be as high as in, say, 
. Britain, notwithstanding the Singapore 
Society of Accountants' inquiry into the 


,| audit of the Pan-Electric Industries 


group which collapsed in November 
1 1985, causing the unprecedented three- 
day closure-of the Singapore and Kuala 
pur stockmarkets. Publicly avail- 
"able information on company accounts 
* is better than in, say, Hongkong or Ma- 
laysia, where files held by the Registrar 
of Companies have a tendency to go 
missing at the vital moment. 

Where Singapore cómpares badly is 
in the general public appreciation of the 
"role of such things as capital markets. 
"Тһе demise of Pan-El created a bigger 

lash than it would have done other- 

f the public had been told 
earlier. and in more detail about 
саћа was going on. There have 
been no fiascos on a similar scale 
ince then to test whether the rel- 
|-evant institutions have learned 
‘from the experience. 


the’ 








rise, which is an interesting and novel 
viewpoint. 

@ OF greater import is the level of 
awareness of the workings of the 
stockmarket, particularly ifthe govern- 
ment's privatisation programme takes 
off. As share prices reach increasingly 
dizzy heights, new stock issues are likely 
to attract ever more eager investors. 
The latest was Avimo, the Singapore 
subsidiary of a British military equip- 
ment supplier and the manufacturer of 
precision lenses for night vision. The 
issue in April attracted more than: $33 
billion (US$1.4 billion) in application 
funds, a record, and 108,787 putative 
shareholders for the 18.75 million 
shares on offer. 


: | 
Yet, according to опе local соттеп- | 


tator, at least half the applicants had no 
idea what. business the firm was in. 
Some people, the writer suggested, did 
not even know the name of the company 
when they asked their banks for money 
with which to buy the shares. z 
This is worrying when other firm 
capitalise on the euphoria that greeted 
Avimo’s arrival by seeking a listing-on 
the Stock Exchange of Singapore. 
(SES). The next firm to come to market 
is Sembawang Maritime, which is offer- 
ing 45 million shares at S$1.80 for sub- 
scription from 15-26 May. As a salvage 
and towing company, it may not have 


LIFE AFTER PAN-EL (New listings in Singapore) 
* Sted hea sit Se СБА 





Public-Sector Divestment Committe 
which reported to the government on 
privatisation plans in March, has Б 
much too cautious in assessing the qua 
tity of new scrip the market can di 
In one issue, Avimo attracted alm 
timés the amount of money regi 
absorb what is reckoned wi 
average supply of shares from gc 
ment-linked companies in a ye 

with hardly a blip in overni 

market rates. 2 

© JUDGING by the amount of 
invested in the sharemarket b 
Provident Fund. (CPF) 
stockbrokers have along way 


‘tracting Mr and Mrs Tan tot 


perils of investing “in 
liberalisation of the CPF coincide 


‘the. start of the market's 


month bull run, yet ote 
February, only $$230 million: 
lion worth of investible. CPF 
had been put into the st 
Only 19,000 out of. 330,000 
holders in the provident fund 
taken the plunge into shares. The gr. 
er the number of potential invi 
who believe the SES is little bet 
a casino, the more likely they are t 
proven correct, кеп К 
Things may be- changin 
When it was announced om 11 М 
the interest rate on. CPF ‘deposit 
counts: was to be cut sharpl 
Straits Times Industrial 
rose 28.64 points from 14-151 
and this was attributed by de; 
to à shift by CPF. depos 
shares. The switch may ben 
apparent than real, though: 





What has happened is that the 
"markets have changed radically 


Of longer-term importan 
the SES is trying harder to ed 





lic awareness of the reforms has 
“failed to keep pace. The public 
has been told of these develop- 





cate potential investors. 1 
two introductory courses, beg; 
ning in mid-May, on how to 





and sell shares, was fully box 
by a total of 100 people. The S 








| the nature of the changes taking 
place? 

The government began com- 
| petitive auctions for gilt-edged stock on 
| 8.May, an entirely new market for a 
country whose rulers are not in the habit 
of operating budget deficits. Shroff has 
doubts as to whether private investors in 
Singapore understand what bonds are 
and how the market actually operates. 
|, At the launch of a domestic-investment 


2 - trust recently, the bank executive in 
|. charge of the operation of the new fund 


waxed rhapsodic about the bullish po- 
1. tential for the stockmarket. He went on 
ло suggest that interest rates were likely 
to rise over the next few months and 
| that, if they do, prices for bonds in the 
fledgeling : ities market would also 


the hi-tech a 





hardly fail to float well in the current cli- 
mate. 
It is difficult to evaluate a Singapore 


share issue by the standards of London 


or New York. Avimo's offer price gave 
a price/earnings ratio of 15, less than 
half the market average and modest for 
a fashionable defence-related stock. As 
a result, it was hardly surprising that the 
issue was more than 100 times over- 
subscribed, a highly successful flotation 
in local (but not foreign) eyes, and giving 
plenty of opportunity for profit-taking 
hen the market in Avimo opened. 


The share issue lso suggests that the 


al of Avimo, but it can | 
» sage tr 





could also organise a few mo 
school visits to the exchange t 
troduce impressionable Sing 
sans to one of the cold fa 
"Anything to spread t 
del 


sage more widely, | 

Ф ALL this шау appear of litti 
quence for well-informed foreig: 
vestors relying on top quality reseat 
by outside brokers, some of whon 


'themselves investing in local sh 


ers. But, unlike in Hongkong, th 

wide gulf between the quality o 
mation available to localand to fore 
investors. Until Singaporeans be 
more sophisticated and more demand 
ing in the level of financial-market intel- 
ligence they receive, the island republic 


will: remain. а distinctly si e 




















By Jose Galang in Manila 

he Philippine. Government has for- 
mally taken control of the board of 
rectors of San Miguel Corp., the 


'. Exercising its option over 51% of 
irm's outstanding shares that it 
questered last year, the state Presi- 
ntial Commission on Good Govern- 
ment (PCGG) rammed through the 
tion of nine ofthe. 15 members of 
board at the San Miguel annual stock- 
Iders’ meeting on 14.May. 

The move, which to many represent- 
eda deviation from President Corazon 
uino's repeated assurances of gov- 
iment .non-intervention. іп private- 
sector affairs (for which the previous ad- 


hand. Marcos. became unpopular), 
ped. a year-long, battle between 
G and Andres Soriano III, whose 


giant. The new board re-elected 
пало as chairman but replaced nim as 
ent. 
oriano’s conflict with PCGG arose 
om his attempt in April 1986 to regain 
ntrol of San Miguel from business- 
Eduardo Cojuangco, who fled the 
untry with Marcos at the height of the 
Хагу revolt in February 1986. 
riano has failed to convince PEGG — 


ntry's largest manufacturing enter-- 


inistration of deposed president Fer- 


зей to control. the beér-and-. 





The Philippine Government tightens its grip on San Miguel 


created by Aquino to retrieve assets 
thought to have been acquired illegally 
by Marcos, his relatives and associates 
— that a scheme he devised to buy back 
the Cojuangco block would benefit the 
company and not.the former Marcos 
all 
Peas has announced that its gain- 
ing control of the San Miguel board was 


_aimed not at grabbing power. from 


ах 


Soriano, but principally гає  "in- 
stitutionalising changes” in the com- 
pany. One widely anticipated result of 
thatis.a break-up of senior management 
control that at present leaves plenty of 
room for abuse, according to some 
minority shareholders. The company’s 
annual turnover represents nearly 2% 
of the country’s gross national product 
and taxes paid come to about 5% of 
total government collections. A total of 
18,388 persons are in its employ, and 
200,000 more are dealers of various San 
Miguel products — including beer, ice 
cream, dressed chickens, animal feeds 
and frozen shrimps. 

At the 14 May shareholders’ meet- 
ing, PCGG represented 62 million of 
the company’s 121.6 million shares out- 
standing. The PCGG block included 
38.1 million shares that Soriano wanted 


to acquire from 14 companies set up by 








Cojuangco in his 1983 t 


mainder belonging to Cojuangc 
sonal companies). These shares are held 
in trust by the United Coconut Planters: 
Bank (UCPB), which was also taken over · 
by the PCGG in 1986 after sequestering 
nearly all of its outstanding shares. 
UCPB was also headed by Cojuangco. 
during the Marcos administration. 
Elected by PCGG to the San Miguel 
board were Jose Feliciano, a former ag- 
riculture secretary: who: hails from 
Aquino’s home province of Tarlac; 
Ricardo Guevara, one of the successful 
businessmen who emerged during the 
import-substitution era of the 1960s; 
Ramon Sy, UCPB chairman; Teodoro 
Locsin, . Aquino's legal. adviser; 
Domingo Lee, president of the influen- 
tial Federation of Filipino-Chinese 
Chambers of Commerce; Jose Maria 
Delgado, à son-in-law of Vice-President 
Salvador Laurel and an officer of cus- 
toms broker Delgado Bros; Feliciano 
Belmonte, president of the Govern- 
ment Service Insurance System; Jaime 
Ladao, general manager of the banking 
industry's Credit Information Bureau, 
and Eduardo de Los Angeles, dean of 
the Ateneo de Manila University Law 
School. 











































Gr led the six slots-granted to- 
his team which comprised: younger 
brother Eduardo Soriano, Benigno | 
Toda, Antonio Roxas, Antonio Prieto 
and Francisco Eizmendi. At the board's 
caucus shortly after the general meet- 
ing, Eizmendi was nominated to the 
presidency by Soriano, who was nomi- 
nated for the chairmanship by i 











COMPANY RESULTS | 
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NZ$197.4m 
(US$114.1m} 













(NZ$1.24b) . +5 
(US$716.8m) 






Profits helped by extraordinary gains of NZ$77.2m, arising 
mainly from sale of shares in Rada Corp. and Wattie 
Industries. Operating profits declined due to low demand for 
building products, a higher NZ$ and interest rátes, and 
costs of restructuring. 
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(US$31.5m) | 
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A$180.37m -8 


| Y20Mai ЕИ ¥203.17b ¥12.5 
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n.a. n.a. 14e 


(same) 


¥587.27b 
(US$4.2b) 


Total net income of A$1.41b (A$1.24b enous is after 
charging A$138.06m for bad and doubtful debts, up from 
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(US$18.8m) _ 
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% 163.296 
(US$1.2b) 









Profit fall reflected strong yen.: Company pee L for 
current year net profit is 2.50 on sales of Y 160b. pu 
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| А$173.8т [+225 





n.a. 


| A$63.94m a year 
of AS. о ода a im pra 







ago. Profits exclude extraordinary oF gains 
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Y 185.95b 
(US$1.3b) 
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(US$100.4m) з 
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x 158.25b 
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_ Dropped from Soriano’s previ 
s majority of eight directors were Er- 
est Kahn, who has retired, and Ralph 
Karr, also a director of San Miguel's 
ubsidiaries in Hongkong, Neptunia 
Corp. and San Miguel Brewery. 
|. Politics was very much a factor in the 
election. of' the new directors. The 
PCGG. noininees меге picked by 
Aquino from a list of 17 prepared by the 
“commission. On the eve of the San 
| Miguel meeting, one of the final 
| choices, a protégé reportedly of an 
Aquino relative who is also well estab- 
lished in business, backed out and the 















































| leader of the local Filipino-Chinese 
. community was added. Laurel tried to 


| intervene against the inclusion of his 
. son-in-law, but was prevailed upon by 
Aquino who assured him that the nomi- 
nation was based on merits. 
ct The PCGG takeover now forces 
Soriano to seek new allies who will 
*finance his bid to. regain control, 
Under his previous... plan, 
1 million shares would have been pur- 
| chased by Neptunia Corp. from 
| UCPB. 
. San Miguel would then have acquired 
the block andit would have been redistri- 
"buted three ways: 16.6 million shares to 
revert back to the treasury, 19 million 
fo institutional investors (including 
з foreign interests such as Australia's 
“Bond Corp. Holdings), and 2.5 million 
‘to the San Miguel retirement and death- 
| benefit plan (a fund set up in the name 
| of employees, including executives, 
' with contributions coming solely from 
| the company). 
l| Having agreed to sell at P126 
^(US$6.14) a share early this year, 
| UCPB іп late April changed its mind 
d. after noting that the plan essentially in- 
‘volved the use of corporate assets and 
not the personal funds of Soriano, who 














the 38.1 


|; Wanted to retain control anyway. Ac-* 


| cording to UCPB analysis, too, the plan 


would result in “serious deterioration of 
[San Miguel's] financial position — net 
worth will decline to P.1.7 billion from 
P5.5 billion because of the treasury 


lion from P7.2 billion, and book value 
will deteriorate to R20. 55 a share from 
P45.30.” 

More importantly, the Soriano 
scheme was to involve the assumption 
by San Miguel of a P500 million loan 
contracted in Hongkong by Neptunia to 
finance the shares’ purchase. The loan 
transfer was made quietly, which in- 
furiated PCGG chairman Ramon Diaz 
after he learned of it about a month 
later. It also apparently influenced the 
sentiments of UCPB chairman Sy, who 
since has been a fierce ctitic of Soriano's 
stock-dispersal plan. 


S s priority now is obviously to 


sible for a new plan. There is no lack of 
foreign investors interested, given that 
-San-Miguel continues to be one of the 
preferred blue chips on the Manila and 
New York stock exchanges. Although 
‘its cash dividend (of P1.35 in 1986) has 
shrunk in relation to its stockmarket 
price (A shares were selling at P98 each 
in the two trading days followin 
meeting, down P2 from pre-stockhold- 
ers' meeting level), the company's fu- 
ture appears bright because of the im- 
proved outlook for the Philippine econ- 
omy in the near term. However, any 
substantial increase in foreign equity in 
the company is bound to draw loud criti- 
cism in Manila, owing to growing 
nationalist sentiment. 

The Soriano family's holding com- 
pany, Andres Soriano Corp. (Anscor), 
„quietly went on a share-buying cam- 
paign prior to the shareholders’ meet- 
ing. Anscor, which unloaded San 





shares, liabilities will grow to P9.4 bil- - 


round up as many supporters as pos-- 


the 





M guel shal ; 
Cojuangco, has ` again accumul 
more than 2 million shares of the ¢ 
pany. This is still a far cry, howe 
from the level of some 33 million sh 
it held until the sell-out. 

The. leader of Ayala Gorp,» Jaime 
Zobel de Ayala (an uncle of A 
Soriano HI) is a potential Soriar | 
Aside from his control over a propert: 
based conglomerate, Zobel de Ayala is 
also known. to have close 
Aquino, having campaigned actively o 
her in the 1986 election tha 
ouster of Marcos. Howeve: 
Ayala has yet to “forgive 
having brought along a law 
they last met in 1986 to discu: 
business matters. 

Soriano may also have $0) 

allies in government. For inst 
Cuisia, chairman of the stat 
Security System — a central p: 
fund for private-sector employees 
was torn between his loyalt 
ness associate, Ramo: 
Soriano's chief financial 
Miguel, and his commit 
ministration as he pondere: 
apen s proxy vote. Негр 


























Good prospects for future gro 
will intensify the battle for San 
in coming months. Despite clz 
the Soriano management. te 
by constrained directors sea 
PCGG, the company in 1986 saw net 
come expanding from the year-bef 
level by 205% to P 1.11 billion, ai 
venues growing by 11.2% to P12.22 
lion. 

San Miguel will turn 100 in 1990 
Soriano appears determined: to play 
major role when the company таг 
that milestone. Whether he gets er 
support to achieve that will be se 
the next few months. 
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New Zealand bails out | 
`НЕ Ме Zealand bourse plunged on the poor business outlook and pre-election 


certainties in the period to 18 May. Most other markets in Asia continued firm, led 
Malaysia and Singapore. The Philippines also performed well. | 


HONGKONG: The market slowed down in the ab- 
ice of bullish news, after hefty gains in the pre- 
us period. The Hang Seng Index put on 28 

'oints over the period to close at 2,875.45 on total 
urnover of 1.42 billion shares, worth HK$6.05 
illion (US$775.6 million). Brokers. said Wall 
treet’s fall towards the weekend dampened senti- 

ent somewhat, while discount trading in the 
ndex futures market caused disquiet among some 
unters. Banking shares led the market, followed 
y utilities. 


TOKYO: Reacting to falling New York. stock 
гісеѕ on 15 May, and also to higher US interest 
ites and a shift of funds into precious-metal in- 
estments, the market shed 430.05 points on 18 
ay, butin light trading. Analysts said the market 
as themeless with the exceptionof precious met- 

,though this sector was still moving erratically. 
Banks were sold, as were railways and foods. The 
arket appeared uneasy at the 25,000-point level 
nd volatile. The Nikkei Stock Average closed 
period week at 24,289.98 points, with daily 

me averaging 1.06 billion shares. 
iU : Markets bounded to a string of re- 
ord highs on the federal government's moves to 
ash A$4 billion (US$2.9 billion) off its spending 
udget over the next three yéars. The All-Or- 
inaries Index rose 38.2 points over the period to 
,858.8 on continued buying of leading miners by 
verseas investors, particularly the Japanese. In- 
itionary fears from the US boosted the gold 
ce and the Gold Index rose 3% 103,625.8. The 
ing sector was hard hit by an 8% downturn 

Westpac Banking’s profit figures. 


NEW ZEALAND: The market ‘slid, with the 
relays Index plunging to a new low for the year, 
о below its peak of 3,912.93 on 12 Nov. 1986. 

ll leading stocks suffered on the sellout by pri- 
€ investors worried about pessimistic business 
recasts and pre-election uncertainties. The fall 
me. despite continued easing of interest rates 
widespread belief that leading stocks such as 
irierley Investments were undervalued. Volume 
Or the period was 39.17 million shares, worth 
2$70.19 million (US$40.6 million). 


SEOUL: Buoyed by heavy liquidity and confi- 
dence about the state of the economy, the market 
‘rose 5.48 points to réach 387.68 on the composite 
index, with volume up.13.25 million shares to an 
rage 49.16 million daily, worth Won 52.16 bil- 

on (US$63.2 million). Construction shares rose 


10.2% followed by non-metallic minerals, up | 


.9%. The main losers were heavily capitalised 
stocks, such as Yukong, which were being sold off 
dn large quantities by institutions under govern- 
“ment orders. 


KUALA LUMPUR: Buyers returned to the market 
in force. Brokers attributed the strong upswing in 











but only really dampened prices after the 
weekend. This did not prevent new counter 
Dreamland. from finishing its first i М$2.90 
(US$1.20) higher, however. Fraser's Industrial 
Index closed 203.1 points up at 4,386.37 ánd aver- 


age volume was 41.7 million shares а day, worth , 


$75 million. 


SINGAPORE: Scrip was in short supply for most 
of the period but profit-taking slowed down the 
frenetic pace just before and after the weckend. 
Persistent buving pressure on Malaysian blue 
chips — particularly in the plantation sector — 
from foreign institutional investors underpinned 
the market and small local dabblers were keen not 
to be left behind. Brokers expect the consolida- 
tion phase to continue for a few more days before 
the bull run resumes. Fraset’s Industrial Index 
closed 312.94 points up at 6,983.55 while average 
volume was sharply ираг 72.5 million, worth 
$$160.4 million (US$75.6 million). 


BANGKOK: The market fell amid cautious trad- 
ing after heady gains in previous periods. The 
Book Club Index lost 2.68 points over the period 
to close at 231.95. Volume amounted to 10.13 mil- 
lion shares, worth some Baht 2.04 billion 
(US$79.9 million). G. S. Steel was the fastest ris- 
ing star, followed by Sunshine and Thai Gypsum 
Product. Major losers included Thai Wah and the 
White Group. ` 


MANILA: Prices closed mixed in reduced activity 
as the previous period’s excitement over oil shares 
simmered down. Benguet-A, Atlas-B and Philex 
were strong performers, sending the mining index 
to a record high of 4,042.15 рон at the end of the 


period, an increase of 152.21 from the previous . 


period. Commercials and industrials were mainly 
steady, with San Miguel-A ending slightly lower. 
Average turnover came to. P77.million (US$3.8 
million) a day, down 56%. from the previous 
period, on volume of 751.43 milliori shares daily, 
down 57%. ; 


BOMBAY: The period began with a crash in pivot- 
als, but the lifting of a ban on short sáles effective 
on 12 May presented fresh opportunity for bear 
run. Help also arose from reports that Unit Trust 
of India, a state-backed financial institution, plans 
to invest Rs 10 billion (US$793.6 million) iti stocks 


in thé current fiscal year to March. Equities closed. :| 


with handsome gains on the back of support from 
institutions. | 


TAIPEI: The market opened with a bang, rising 


more than 102 points in the first two days of trad- 
ing to climb back to the 1,800-level, following 
losses in the previous period. But then, amid 
somewhat lower volumes and general investor un- 


certainty over market directions, it drifted back to 


end thé period at 4,752.23. Transactions averaged 
NT$6.88 billion (US$213.7 million) a day, show- 


ing the slackest trading on the e since late. 


March. Construction and: financi 
formed the pest, while other 
ged. > 
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1,751.74 
1,752.23 


4,042.15 
+3.91% 



































7,025.65 
7,017.72 

closed 
5,983.55 
+4.69% 
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INVESTMENT PROPERTIES OVERSEAS 


"Why noticali the leaders for property in Costa del Sol — Spain, Algarve — 
Portugal, London, Canada, Switzerland, Australia and New York 


«Montpelier [nternational Properties 


15/F Ruttonjee House, 11 Duddell Street, Central, Hong Kong 
Те 5-264858 Telex: 74783 MIP HX Fax: 5-8105857 | 


presslines, for sale in Scandina 
^^" Hampton & Sons, the: teading UK Estate Agents can assist you to m sell, let, 


manage and arrange finance for your UK house or flat Capacity: 70 ton Panel Board / 2 | 
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he River Avon flows through this 

New Zealand South Island city, and 
in fair weather Japanese tourists by the 
busload wander its banks to gawk at 
geese or take a chance at punting on the 
slow-moving waters. It is still a town of 
tweeds and cyclists, suited to the cold 
winters and flat and fertile countryside 
nearby. 

Also on the banks of the Avon is a 
statue of Antarctic explorer Sir Robert 
Falcon Scott who, after nearly being the 
first man to reach the South Pole — 
Norwegian Roald Amundsen nipped 
him by just a month on 14 December 
1911 — died in a blizzard before reach- 
ing safety again. 

It was from Christchurch that Scott 
set out on his ill-fated expedition, and 
the city’s association with the Antarctic 
is still important today. Generations of 
explorers sailed from its harbour in 





under strain since the Labour govern- 
ment of Prime Minister David Lange 
adopted the policy of not allowing nu- 
clear weapons or nuclear-powered ves- 
sels into New Zealand. With Washing- 
ton standing firmly by its Neither Con- 
firm Nor Deny (or NCND) policy re- 
garding whether any US military ships 
or aircraft are carrying nuclear 
weapons, American port visits to New 
Zealand have ceased. The Anzus al- 
liance, linking Australia, New Zealand 
and the US in a mutual defence pact 
since 1951, is in abeyance. 

Some rightwing American officials, 
including recently retired navy secret- 
ary John Lehman, have pushed for the 
removal of Operation Deep Freeze 
from New Zealand to punish the coun- 
try for its anti-nuclear stand. The opera- 
tion generates about US$13 million in- 
come for the Christchurch area, and 











the continent's 


hopes of uncoverin 
mysteries. Now, itis the base for Ameri- 
can and New Zealand scientific pro- 
grammes “on the ice,” and the home for 
the only US military presence in New 
Zealand. 

Operation Deep Freeze kn use the 


US and New Zealand research stations 
some 2,000 nautical miles south of 
Christchurch. It is run by the US Navy, 
which keeps nearly 100 personnel in 
Christchurch in the peak Antarctic sum- 
mer season from September to March to 
supply a 1,000-man operation in An- 
tarctica. 

“The navy's job is to provide logistics 
to this programme,” a US Navy spokes- 
man said at Christchurch’s Harewood 
Airport. “If you need toothpaste or 
computers or tips for the bottom of your 
chair, we get it.” 

Thirty years of US-New Zealand co- 
operation in the Antarctic has come 





provides New Zealand Antarctic re- 
searchers with logistical support which a 
nation of 3 million people could never 
afford on its own. 


M? moderate American opinion 
has so far prevailed, and will likely 
continue to do so with the blanket 
clearance Lange has granted to Ameri- 
can military aircraft flying into Christ- 
church. Opposition spokesman chide 
Lange for this position, claiming it re- 
moves any moral basis for his anti-nu- 
clear ship policy. 

It is a charge Lange angrily rebuts. 
Permission for ships or aircraft to enter 
New Zealand is granted after an assess- 
ment of whether they might be carryin 
nuclear devices, he says. Aircraft 
headed for the demilitarised and nu- 
clear-free Antarctic are most unlikely to 
be carrying atomic bombs. 

“As à rule, they are not transported 





























pointlessly in conjunction with dehy- 
drated meat and baked beans as if they 
were an ordinary article of freight," 
Lange argued in a recent interview. 
“The fact is that no owner of a nuclear 
weapon is going to pointlessly put it at 
risk of hijack or terrorism." 

Other analysts disagree with Lange's 
assessment, claiming US military air- 
craft on other missions, including su 
plying the American installations in 
Australia believed to form part of the 
US global nuclear-command system, 
pass through Christchurch. 

American officials are encouraged 
by what they describe as Lange's “prag- 
matism" over the matter. Opposition 
attempts to make political capital of the 
issue in the run-up to a general election 
set for no later than mid-September 
are unlikely to reap much gain — de- 
qa satiric commentary over Lange’s 
alleged inability to tell the differ- 
ence between a ship and a cargo air- 
craft. 

In Christchurch, local opponents to 
the US military presence — 
spearheaded, ironically, by two expat- 
riated Americans — manage to turn out 
occasional crowds of 10 or 20 to picketa 
new US Information Office. 

Some Christchurch citizens cast a 
suspicious eye across the Tasman Sea. 
There, Tasmania State Premier Robin 
Grey has produced a glossy booklet en- 
titled Tasmania: Gateway to Antarctica, 
extolling the virtue of his capital city of 
Hobart as a suitable site for Antarctic 
supply operations. 

“I think the biggest proponents of a 
move of Deep Freeze from Christ- 
church is not the US Government or 
anyone here,” says Binney Locke, 
editor of the city’s leading newspaper, 
The Press. “1 really think it's the good 
citizens of Hobart." 
` According to a New Zealand re- 
search official, “Antarctica is part of 
Christchurch's psyche, from the early 
explorers and whalers till today." The 
city museum has the world's best collec- 
tion of Antarctic memorabilia, from 
Captain Scott's unsmoked Havana vie- 
tory cigars and the first flag to fly over 
the South Pole, to modern snow- 
mobiles. 

Moves to excise Operation Deep 
Freeze, by whatever party proposes it, 
are likely to receive about as warm a 
welcome as the southerlies blowing into 
Christchurch from the Antarctic. And 
they can be very chilly indeed. 

— Tom Lansner 
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Plea for justice 
The appeal by 200 survivors of Cam- 
] bodia's massacre by the Pol Pot regime 
to the signatories of the Convention on 
the Prevention and Punishment of the 
Crimes of Genocide [23 Apr.], deserves 
| special consideration. Such an initiative 

“can also untie the Cambodian knot, as 
Vietnam has been insisting for the re- 
moval of the Pol Pot regime as a con- 
dition for its withdrawal from Cam- 
bodia. 

» No one can deny atrocities commit- 
ted during Pol Pot's reign of terror 
(1975-78). In August 1977, Pol Pot told 
a new group of cadres: ". . . only 1.5 mil- 
lion young Cambodians will be enough 
to rebuild a pure society." Jimmy Carter 
described the Khmer Rouge as: "The 
world's worst violators of human 
rights." If the Nazis could be brought to 
г book after the World War П, how is it 
that Khmer Rouge has escaped justice? 
.; To improve its image, the Khmer 
| Rouge replaced Pol Pot with Khieu 

SSamphan, and announced that its 
“group’s economic policy will be based 
on free capitalism." However, if Khmer 
Rouge leaders want to improve their 
image, they will have to make proper 
amends. 

As such, the UN Commission for 
Human Rights should investigate the al- 
leged Khmer Rouge massacres after the 
Vietnamese withdraw from Cambodia, 
and all those found guilty — including 
those who have shifted their support to 
the. Vietnamese-installed Heng Samrin 
regime, or have emigrated — should be 
brought to justice. And they should be 
excluded from participating in the free 
elections, as proposed in the UN Gen- 
eral Assembly's eight consecutive resol- 
utions. 

It will be in the interest of the Khmer 
Rouge itself to remove this stigma, 
otherwise history will not forgive them. 
Coming Khmer generations may burn 
their effigies annually like those of Guy 



























Fawkes in Britain or Ravana in India. 
Wembley, England K. L. Bindra 
Former chairman and secretary-general, 
International Commission for Supervision 

and Control in Cambodia, set up under the 
Geneva Agreement on Indochina in 1954. 


A sticky business 

It comes as no surprise to me that there 
should be 'sticking points' in the reach- 
ing of a political solution/settlement in 
Cambodia. However, you quote US 
President Reagan pledging [23 Apr.] to 
use the Convention On the Prevention 
and Punishment of the. Crime of 
Genocide “in an effort to. expand 


; human freedom and fight human-rights 


abuse around the world." What a joke! 

On a recent visit to a holiday resort in 
Thailand, a member of the American 
Consulate there offered a former Bri- 
tish soldier a job smuggling guns to Pol 
Pot for payment in gold. The American 
identified himself with a card issued by 
the US Government. I am. personally 
acquainted with the man to whom this 
offer was made, and it was made after 
he had revealed his military training in 
the course of conversation. 

Perhaps the "sticking points" would 
be eased were the US Government to 
stop secretly supplying arms to the very 
people they condemn publicly. 
Singapore i 


Like the style... 


‘Witness’ 


Over a period of time. good magazines . 


develop a style typical of their. own. So 
indeed has:the REVIEW. which, at least 
for this reader, is. unique not only be- 
cause it is grammatical, but because it 
provides.a fascinating variety of cover- 
age. When appropriate, the REVIEW 
can "express contempt with the greatest 
respect" and produce eloquently human 
title. graphics such as China '87 — The 
Door Shuts? [19 Mar.]. 

The thumb-nail sketches of distant 














places — some off. the beaten track — 
provided by contributors to the 
Backpages Letter column, adds to the 
knowledge and enjoyment of your read- 
ers. For the benefit of those not familiar 
with the geography of the relative re- 
gion it might be worth considering the 
inclusion of a small map showing the ło- 
cation of the town featured. ; 
Karachi 


Peoples apart 


Your article. regarding Irian Jaya (or 
West Papua as we:call-our country) in 
the 30 April issue made clear that the 
digenous people of West Papua — 
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sian transmigrants a 
Government. ju ae mor 

Your advice is to: “Provide simil 
benefits to nearby Papuan/Trianese 
lages as those given to the transm 
rants.” However, did it ever occur to 
you that the history, culture -and 
ethnological kinship of the Papuans 
being Melanesians — differ totally fro 
those of the Indonesians? .. 

The problem of the Papuans is п 

primarily the lagging behind in econo- 
mic development — though this is. 
gravating the situation, The majo 
problem in West Papua is the fact th: 
the Papuans, as a people, are deprive 
of any right to self-determinatión. Т 
Papuans object to: _ | 
» The grabbing of their land and its: 
sources. 
» Damage done to the environmen 
which they are dependent. E 
» Efforts by the Indonesians to. 
the Papua cultute.in order to make 
Papuans fit into the image of a “mu 
ern" Indonesia. ns 
» The large numbers of transmi 
which make the Papuans a minority 
their own country. | 

The struggle of the West, Pap 
people, headed by the Free Pa 
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| population has been dramatically re- 


3 SUR : ЕП 
pressive domination. It is not just a 
struggle for better jobs and higher in- 
comes, nor for greater participation in 
the Indonesian economy. 


Delft, Holland Viktor Kaisiépo 


| Taiwan: wrong term 


I want to take issue with Gerrit van der 
Wees' view on the question of “self-de- 
termination” for the future of Taiwan 
[THE 5TH COLUMN, 30 Apr. ]. 

While it is true that self-determina- 
tion is a basic right enshrined in the UN 
Charter, van der Wees failed to mention 


| that the charter was created at a time 


when one-third of the current 159 


member countries were in the colonial . 


stage ruled by their imperial powers. 


Furthermore, оп 14 December 1960: 


the UN General Assembly adopted — 
by a vote of 89 for, none against and 
nine abstentions — the Declaration on 
the Granting of Independence to Colo- 
nial Countries and Peoples which stated 
that "any attempt aimed at the partial or 
total disruption of the national unity 
and territorial integrity of a country is 
incompatible with the purposes and 
principles of the Charter of the United 
Nations." 

Therefore, in line with the letter and 
spirit of thé UN Charter, the principle 
of self-determination does not apply to 
a Sovereign state. Corollarily, a self-de- 
termination movement in all its man- 
ifestations within such a state is to be 
legally, morally and politically regarded 


| а5 а disruptive secessionist movement, 


which is condemned and outlawed by 


i thecommuriity of nations. 


~ The island of Taiwan is not a colony, 
but.an integral part of China. The gov- 
ernment of the Republic of China on 
Taiwan is a duly-elected government in 
accordance with the law of the land. The 
country is, at present, moving inexora- 
bly; though somewhat slowly towards 
democratisation, and one should not 
misinterpret the process and efforts to- 
wards full democratisation as à move- 
ment of self-determination or indepen- 


dence. 


| Sugarland, Texas 


James M. Chang 


I was dismayed by Gerrit van der Wees’ 
article under the subtle heading of Let 
the people decide the future of Taiwan, 
which might create an impression on un- 
discerning readers that the overwhelm- 
ing population in Taiwan are anything 
but happy with their present lot. 

The true fact is that under the gover- 
nance of the Republic of China:since 
1949, Taiwan's society is enjoying the 
fruits of. economic growth, while the 


wealth of the country is being equitably 


distributed. Statistics show that the 


-ratio of family incomes between the 


richest 20% and the poorest 20% of the 
from 15to4.2 times today. Furt 
e of 


, the per capita inco 


ovement, is to get rid of a foreign op- 




















| nuclear crowd in this victor country 
holds every year to commemorate 
» Hiroshima? He obviously doesn't know 
| that some Australian females weep on 
Anzac Day. for such as the Berlin 





people in Taiwan has risen from US$50 
11 1949 to US$3,700 now. 

. This social stability is also reflected 
in the low inflation rate of 1.396 and an 
unemployment rate of 2.7%. Where 
elein Asia can one find such tran- 
quillity, prosperity and contentedness 
as the Republic of China on Taiwan? 

As economic freedom will ultimately 
and inevitably lead to political freedom, 
and as political institutions for further 
democratisation in Taiwan are being 





| steadily strengthened, the people over 


there in effect have decided on the fu- 
ture of Taiwan, and their future is to 
carry on their process of democratisa- 
tion under the guidance of Sun Yat- 
sen's Three Principles of the People. 

Houston | ` David Lee 


No regrets 

Rudolf Voll’s bitter outburst [LETTERS, 
9 Apr.] could be answered in many 
ways. If only his comment about Dres- 
den had been accompanied by some ex- 
pression of relief that at least Germany 
did not have to suffer eye-for-an-eye 
retaliation fróm.the Poles, the Czechs, 
the Jews, the Yugoslavians, the gypsies 
(to name but a few). In the circum- 
stances, it's a bit better, 1 suppose, 


that he really took up ће cudgels for | 


Japan. 

„For Voll's information, here is one 
victorious father's child who has asked: 
"What did you do in the war, Daddy?" 
and thus found out that he spent his time 
getting bombed in Darwin. He just 
wasn't lucky.enough to go to Changi and 
then to Japan for slave labour, like.my 
uncle did. For Voll's further informa- 
tion, this child of a victorious father 
feels no shame or pity for anything his 
father's beaten foes may have under- 
gone on either side of their surrender. 
The Japanese treated their subjects and 
their prisoners with contemptuous bar- 
barism. | 

Voll’s concluding admonition that 
victors should “account for their atro- 
cities and not perpetuate them in their 
history books as patriotic deeds," ac- 
tually made me laugh. Where has the 
man been lately? Hasn't he heard about 
the теа culpa parades which the anti- 























women raped by the. Russians, and 
march through the streets: under a ban- 
ner reading “In memory of all. women 
raped in all wars." To make up for his ig- 
norance, Voll might try to discover any- 
one in Japan who will publicly agonise 
over events in Nanjing, Manila, Singa- 


















_ pore, or on the Burma Railway. 





. While he searches, he could relieve ; 






| the tedium. by re-reading the history 





1913 of ingdao, Shandong and | 
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for his rule. Pages 15-22. 







1. Sixteen Singaporeans accused by the 
|. government of forging a clandestine 

Marxist network are detained under 

the republic's Internal Security Act. 








Page: 

ust before the crucial 10 June con- 
vention of the ruling party, which will 
choose his effective successor, South 
Korean President Chun Doo Hwan re- 
‘shuffles his cabinet. 


| Page 10 

| Soviet leader Gorbachov steals the 

j diplomatic limelight, hinting at the 
"withdrawal of SS20 missiles from 

|: Soviet Asia and a willingness to con- 
"i sider an Afghan coalition including 

the deposed king, exiled in Italy. 


Pages 27-32 

The communist insurgency in Burma, 
which reached its peak: in the late 
1960s, is now restricted to the north- 
east of the country. But after the re- 
cent alliance between the Communist 
Party of Burma and the Kachin-led 
National. Democratic Front, a new 
Offensive could be in the making. 








Page 40 

Fijian coup leader 
Lieut-Col Sitiveni 
Rabuka receives 
crucial backing as 
the Pacific-island 
nation heads for a 
constitutional 
Change that is ex- 
j.pected to ensure 
ће political domin- . 
| ance of Fijians. 
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| seats available on Singapore’ s stock 








outh Korean President Chun Doo Hwan has ruled his f 
country with an iron hand since coming to power іп a 
| military coup in 1980. But he is set to effect the first peace- 
ful transfer of power in the country's independent history 
| and Chun's almost certain successor will be his close con- 
fidant Roh Tae Woo. Roh and Chun were high military offi- 
ials during the May 1980 Kwangju uprising, the bitter le- 
gacy of which, combined with the traditional inter-provin- 
cial rivalry, continues to haunt the country's politics. Cor- 
respondents John McBeth and Paul Ensor report that while 
Roh will not lack authority should he become president 
early next year, he will have to heal the wounds of Kwangju to gain legitimacy 


Page 56 : 

The World Bank has joined domestic 
economists in cautioning Indonesia to 
pay careful attention to the manage- 
ment of its foreign debt, with debt- 
service ratio this year forecast at 41%. 


Page 57 


Seoul appears to have modified the 


implied 'Korea Inc.' guarantee which 
in the past has protected foreign 
banks when South Korean corporate 
borrowers failed. 


Page 63 

The huge forest fire in China's 
Heilongjiang province will have no 
discernible impact on the country’s 
timber industry. 


Page 64 MG 
Burgeoning unemployment may 
prove to be the Indonesian Govern- 
ment’s biggest political and econo- 
mic chalienge. 


Page 66 Y de 
Taiwan anriounces the suspension of 
foreign-exchange regulations in the 
face.of an ever-growing mountain of 
reserves. ' 


Page 75 
The Development Bank of the Philip- 


| | pines posts a profit after reorganisa- 
+ tion and the demise of crony loan 


pressures. 


Pages 78-80 
The surge of growth in rural industry in 


the southern part of China's Jiangsu | 


province sets a pattern that other 
parts of the country hope to emulate. 
Pages 88-90 

Foreign brokers scramble for the few 


exchange, while in Bangkok, the 
stock exchange sinl , Second 
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.| The Hongkong Government 
— | included the controversial o 
| tion of direct elections in 1 
— | to the territory's lawmaking 
- | body, the Legislative Council, 
_ | in a Green Paper on electoral 
E. reform published on 27 May. 
| China has repeatedly warned 
| against the introduction of di- 
Ri | rect elections before 1990, 
| when the Basic Law — а mini- 
i | constitution for the future 
.| Hongkong Special Administra- 
| tive Region — will be promul- 
_ | gated by China's National Peo- 
—] ple's Congress. 
The scene is now set for a 
- heated public debate on the ad- 
visability of introducing direct 
elections next year. China has 
begun playing a leading role in 
influencing public opinion on 
the issue in Hongkong, while 
the colonial government says it 
is pledged to strict neutrality. 
— Emily Lau 


Government troops launched 
an offensive on 26 May against 
— | the Tamil separatist strong- 
| holds in the northern Jaffna 
— | peninsula. Before the land, sea 
— | and air attacks began, leaflets 
— were air-dropped giving civi- 
- | lians two hours’ notice to take 
refuge in schools, temples and 
churches declared аз safe 
_ | areas. Authorities also slapped 
_ | a48-hour curfew on the penin- 
| sula. The casualties on the first 
— | day of the offensive to capture 
- | guerilla bases included four 
— | soldiers killed for the loss of 
— | 20 Tamil separatists. 
Е: — Manik de Silva 


P. clashes mount 
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Communal 

in northern Indian state 
Communal tension has gripped 
the northern Indian state of 
Uttar Pradesh, following con- 
tinued Hindu-Muslim clashes 
in Meerut, 60 km northeast of 
New Delhi. According to gov- 
ernment sources, the death toll 
| in Meerut in the five days end- 
з 42% May was 150, though un- 
| official estimates were twice as 
high. Communal passions were 
heightened after a contingent 
of armed constabulary attack- 
ed a Muslim area of Meerut, 
burned and looted houses and 
killed an unknown number of 
| women and children. The con- 
_ | tingent was ordered to with- 











draw, but on its way back it kill- 
ed more people and dumped 
the bodies in a river, 18 of 
which were recovered down- 
stream on the outskirts of New 
Delhi. The army was inducted 
to patrol the affected areas. 

— Salamat Ali 


Australia for 

early election. 

Australian Prime Minister Bob 
Hawke has announced an early 
election, with the polling date 
fixed for 11 July. The election 
would be held for both the 
House of Representatives and 
the whole senate, under a dou- 
ble dissolution. By going to 
polls 10 months before his 


MARGARI АНЯАРРО 


Labor party government's cur- 
rent term expires, Hawke is 
hoping to capitalise on opinion 
surveys showing a clear lead 
over the divided conservative 
opposition. He also wants to 


win re-election before the 
1987-88 budget, due by mid- 
August, which might show 


more economic difficulties 
ahcad. — Hamish McDonald 
US investigates 


ne 

A panel of prominent US civil- 
rights leaders aims to complete 
a quon report" on the 
Philippine human-rights situa- 
tion before US Secretary of 
State George Shultz visits 
Manila in June. Invited by the 
Philippine Alliance of Human 
Rights’ Advocates and led by 
former US attorney-general 
Ramsey Clark, the seven-per- 
son panel visited areas where 
anti-communist “vigilante” 

roups are becoming stronger 
(REVIEW, 23 Apr.). 

“I do not think I have ever 
seen such an intensive anti- 
communist campaign," Clark 
said of these groups on 25 May. 
"They would make Joe McCar- 
thy look like a pushover.” 

— James Clad 
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South Korean Government 
orders loan 

South Korea’s 82 most heavily 
indebted companies have been 
ordered by the government to 
pay off 10% of their outstand- 
ing debts by the end of the 
year. The debts to banks which 
must be repaid amount to 
around US$1.2 billion and all 
but 20 of the companies af- 
fected are members of the 
country’s dominant chaebol 
business groups. 

Just over 70% of the funds 
which will be needed to repa 
the loans will be raised throug 
increases in paid-in capital. 


— Paul Ensor 
Keating clamps down 
on state 
Australian Treasurer Paul 


Keating has won agreement 
from most state premiers at 
their annual financial confer- 
ence on a A$I billion (US$720 
million) cut in federal revenue 
grants to states, and a further 
А$1 billion slice off the states’ 
global borrowing limit for the 
new fiscal year starting 1 
July. 

Together with previously 
announced cuts in federal 
spending, Australia's public- 
sector borrowing requirement 
should be about 3% of gross 
domestic product in 1987-88 
compared with an expected 
4.3% this financial year. 

— Hamish McDonald 


Indonesia set to expand 


Gold production in Indonesia 
topped 3.9 tonnes in the first 
four months of this year com- 
pared to 3.2 tonnes for the 
whole of 1986. About 60 new 
contract-of-work agreements 
are currently under negotiation 
with foreign and local firms to 
exploit large gold reserves, 
especially іп Kalimantan. 
Minister of Mines and Energy 
Subroto hopes Indonesia can 
become one of the world’s 
largest gold producers within a 
decade, reportedly stating the 
country could produce 150 ton- 
nes of gold a year by then. 
— Vaudine 


Manilabank put into 


Philippine monetary officials 
on 26 May placed under re- 
ceivership Manila Banking 
Corp. (Manilabank), one of 
the country's 15 Jeading com- 





mercial banks in terms of re- 
sources. The Monetary Board 
ruled that the bank had be- 
come insolvent and that as such 
“would involve probable loss 
to depositors and creditors." 
anilabank was, until 20 
April, headed by Vicente Puyat. 
Puyat has been replaced by the 
bank's board — reportedly 
after pressure from monetary 
officials — by his first cousin, 
Maria Consuelo Puyat-Reyes, 
former executive vice-presi- 
dent. Puyat ran as an opposi- 
tion candidate for the senate in 
the 11 May elections, and lost. 
— Jose 


Bangladesh to boost 


Bangladesh's National Econo- 
mic Council (NEC) has ap- 
proved a Taka 50.46 billion 
(US$1.63 billion) annual deve- 
lopment programme (ADP) 
for the 1987-88 fiscal year be- 
рш 1 July, an increase of 

1.8% on the revised ADP for 
the current fiscal year. The 
programs will need Taka 

.76 billion in local currency 
and Taka 22.7 billion equiva- 
lent in foreign currency. 

In view of what the NEC 
termed a “favourable at- 
mosphere," economic growth 
for the upcoming fiscal year 
has been estimated at 5.1%. 
Growth in the agricultural sec- 
tor is projected to be 3.796; in- 
dustry 8.7%; power and gas 
13.576, and transportation 
6.1%. — S. Kamaluddin 
Talks with Philippine 
bank creditors continue 
The Philippine Government 
has offered its commercial 
bank creditors a new proposal 
that would reduce the interest 
on restructured foreign com- 
mercial debts of about US$10.3 
billion due over the next 17 
years. Manila had worked out 
an interest rate of 0.875 of a 
percentage point over the Lon- 
don inter-bank offered rate 
(Libor) when it last met in 
March with the New York- 
based committee representing 
the banks. 

In April, the commercial 
banks granted a rate of 0.8123 
above Libor to Argentina, 
eliciting a strong reaction from 
Philippine Finance Secretary 
Jaime Ongpin for a review of 
Manila’s deal with the banks. 
The Philippines hopes to save 
US$4.64 million in interest 
payments annually until the 
year 2003 under the proposal, 
details of which have not been 
announced, Jose Galang 






















Britain has discreetly removed the 
| for sale" signs from the five 700- 

' tonne patrol craft operated by the 
Royal Navy in Hongkong. London 
had hoped to dispose of these Peacock- 
«| class boats — worth £10 million 

:'(US$16.72 million) each, 75% of 
whose cost was paid by the Hongkong 
Government — as part of a gradual 
reduction of the garrison leading up 

<| 101997, but has apparently changed 
|| its mind pending consultations with 
Peking. 


_ | WHOISIN CHARGE? 

__| The Lao Government has ground to a 
halt in recent months while waiting 
for a major reshuffle. Deputy 
ministers and department heads are 

г sending all problems, including 

* | mundane issues like visas for foreign 

| visitors, up to the prime minister's 

1 office for approval. High-ranking - 

state and party officials attended a.. 

two-week meeting in Vientiane in 

mid-April in preparation for the 
shake-up which has been expected 
since the party congress last 

November. 


_| AWKWARD QUESTIONS 
‘During a mid-May visit to the 
Philippines, Dutch Foreign Minister 
‚ | Hans van dem Brosk received a warm 
г welcome but was asked some ` 




















awkward questions about the 


1 portfolio. 


tolerance shown by the Netherlands 
to an office in Utrecht run by the 
Philippine communist-dominated 
National Democratic Front (NDF). 
Both Foreign Secretary Salavador 
Laurel and Defence Secretary Rafael 
Ileto suggested to van dem Brosk that 
the historical reasons of the 1970s for 
giving sanctuary to the director of the. 
NDF office, Father Luis Jalandoni, 
no longer existed. The NDF, which 
has lobbied for support throughout 
Europe from its office in Utrecht, 
supported candidates in the recent . 
congressional elections. 


THACH FOR PM 

The dispute 
among 
Vietnamese party 
elders over who 
should replace 
Premier 

Pham Van Dong 
apparently 
remains 
unresolved. But 
Vice-Premier and 
Foreign Minister 
Nguyen Co Thach’s name is being 
frequently mentioned in Hanoi asa 
compromise candidate. If Thach 
heads the government, Dinh Nho 
Liem, who has recently been nàmed 
senior vice—foreign minister, will be 
in line to take over the foreign affairs 











' Yongchaiyut is still widely 










RICE SHORTAGE 


Thai rice exports in 1987 are likely: 
fall below the 4 million-tonne mark 
for the first time in four years. Latest 
forecasts put sales at 3.5-3.7 million. 
tonnes compared to 4.5 million 
tonnes in 1986. The fall would be 
to supply constraints following last 
year's drought. Although deman 
importers is also downso far thi 
prices are off the bottom despit 
problems caused by US export. 
subsidies. As rice does not ha 
huge stock overhang facing other 
grains, prices could go sharply. 
if weather problems this year af 
production in Thailand, Burma 
Indonesia and China. — ^ 


STOP THE REVOLUTION 
The Thai Police Special Branch 
asked the shadowy National 
Revolutionary Council movement: 
to halt further activities in 

view of the uncertain political . 
situation in the country. While the 
movement has adopted a low profile 
in Bangkok since its mass gatheri 
late April, sources close to its 
founders say follow-up work to 
organise provincial-level comm 
— much along socialist lines — 
continues. Despite his public deni 
army commander Gen. Chaovali 





































believed to be linked withthe ~ 
movement. we 

















North Korean President Kim Il Sung held 
talks with his Chinese counterpart Li Xian- . 
nian in Peking (27 May). About 70 people 
were feared to have béen killed in severe 
flooding across Guangdong province. A 
tówn in Inner Mongolia, was preparing to 
evacuate as the forest fire sweeping from 
Heilongjiang province raged less than 8 km . 
from its outskirts (24 May). The death toll in 
jy erem reached 92, it was reported (25 

ay). 


Governor-General Sir Panaia Ganilau 
agreed to a compromise that would see 
Lieut-Col Sitiveni Rabuka head both his 
„|. «ouncil of ministers and the governor-gen- 

;eral's council of advisers (27 May). Deposed 
prime minister Timoci Bavadra and his dep- 
“uty Harish Sharma called for a national civil 
:disobedience campaign (22 May). Ganilau 
"formally granted amnesty to Rabuka and 
s involved. in this month's coup (25 









| | rested a week 


May). The death toll in the violence rose to 
100, according to senior army. officers (27 
May). Suspected Sikh militants shot dead 
five people in the latest round of violence in 
Punjab, it was reported (24 May). 


JAPAN | 
Suspects in а Japanese spy ring have ad- 
mitted selling technical documents on the US 


' Air Force's most advanced: AWACS jet to 
‘the Soviet Union, the Yomiuri Shimbun re- 


ported (25 May). 


ES : 
, About 15,000 rightwing S of 
President Corazon Aquino held a demon- 
stration and urged soldiers to come out of 
their barracks and overthrow het (24 May). 
Riot police used water cannons and tear gas 
to disperse hundreds of rightists after a rally 
ps Aquino for alleged election fraud (25 
May): | 


SINGAPORE 

The Supreme Court ruled that a Queen's 

Counsel may represent thé Asian Wall Street 

Journal in the newspaper's bid to reverse a 

government order slashing its circulation 

May). The governmen а! 16 1 uà 
ë y 
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ity Act were involved in a Marxist 
гасу to subvert the republic's social ап 
tical system (26 May). 


SOUTH KOREA ; 
Senior policemen being questio 

state prosecutors admitted to. plannin 
cover-up in the torture death of a student ac 
tivist in January, it was reported (24 . 
Thousands of students staged г 
test against the alleged cover-up (25 
President Chun Doo Hwan: resh 
cabinet and accepted the resignation: 
prime minister, Lho Shin Yong, and th 
his senior cabinet colleagues in an айтеп 
stem the political fall-out from the stude 
death and the cover-up (26 May). ; 


'SRI 
The Jaffna leader of the largest v 
group, the Liberation: Tigers. of. Tam 
Eelam, was killed when government secu 
forces launched an offensive. against 
guerillas, it was reported (22 Мау). = 
American and Vietnamese ‘of! 
to discuss a proposed visit by à : 
ential envoy investigating | 
action in the count 
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By Margaret Scott in Singapore 
he arrests of 16 alleged Marxist ac- 
tivists, on 21 May, under Singa- 
re's Internal Security Act (ISA) — 
legislation which allows for detention 
ithout trial — mark the largest round- 
ip of its kind in a decade. 
After the Ministry of Home Affairs 
announced the arrests, linking the de- 
tainees with a clandestine communist 
etwork, the government was silent for 
five days. The announcement revived 
memories of an era in which com- 
munists posed a threat to the republic, 
and which many Singaporeans assumed 
had ended years ago. Under the ISA, 
detainees can be held for 28 days and if 
"found to have breached internal secu- 
tity, can be detained for up to two years. 
: Most of the 16 are young profession- 
.als: some are Roman Catholic social 
workers, others support the opposition 
Workers’ Party (WP), and all are critical 
"of the ruling People’s Action Party 
(PAP). 
= The well-educated, affluent, profes- 
sional and English-speaking make-up of 
he accused contrasts sharply with past 
groups which came largely from the 
'Chinese-educated working class. To the 
'overnment, this change is evidence of 











what it calls a "hybrid communist 
threat" to Singapore, inspired both by 
Maoism and Western radical ideas. 

On 26 May, amid pressure from rela- 
tives of the detainees and a growin 
number of protests from church an 
professional groups, the government re- 
leased a 19-page second statement as- 
serting that the Internal Security De- 
partment (ISD) "has uncovered a Mar- 
xist conspiracy to subvert the existing 
social and political system in Singapore 
through communist united front tactics | 
to establish a communist state." | 

Incredulity over the communist label | 
prevails among relatives and associates 
of those arrested. Many Catholic lead- 
ers and lawyers and several diplomats 
view the arrests as a preventive PAP 
move designed to quash any possible 
Opposition to its political dominance. 
Those associated with the Catholic 
church, a significant seedbed for social 
activism, and the WP — a potential ral- 
lying point for the opposition — appear 
to be the main targets in the arrests. 

From information pieced together 
from families and colleagues, the 16 de- 
tainees form three major clusters — 
with some straddling more than one 





Sixteen alleged Marxists held under Internal Security Act 


Enemies of the state 


cluster. The largest group, which com- 
prises 10 of the 16, is involved in Catho- 
lic social work, and includes four 
full-time church workers and another 
six who serve as volunteers at several 
centres helping foreign workers in 
Singapore. The second group is linked 
to Third Stage, a theatrical company re- 
knowned for plays dealing with social is- 
sues. Group three has strong ties with 
the WP: two from this group are mem- 
bers of the editorial committee of the 
party's weekly newspaper, The Ham- 
mer. 


S: of the detainees, in their uni- 
versity days, had been active in the 
student union, and a number have links 
with Tan Wah Piow, the former presi- 
dent of the University of Singapore's 
student union who was jailed for incit- 
ing workers to riot. After serving a one- 
year prison term, Tan went into hiding 
in 1975 and eventually fled to Britain to 
escape national service. Tan often has 
been labelled pro-communist by the 
government and accused of forging 
links with leftist student groups. 

The most prominent of the 16 is Teo 
Soh Lung, a 38-year-old lawyer known 
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for a televised testy question-and-ans- 
wer exchange with Prime Minister Lee 
Kuan Yew during the 1986 hearings on 
the Law Society. Her activities embrace 
a loose alliance of young activists. 

Teo is an elected member of the Law 
Society council and has prodded the so- 
ciety to take a stand against various con- 
troversial bills, including the 1986 
amendments to the Newspaper and 
Printing Presses Act. Although Teo is 
not a Roman Catholic, she serves as a 
legal adviser to a group of Catholic 
activists protecting foreign workers’ 
labour and immigration rights. She is 
also a vocal supporter of WP secretary- 
general, J. B. Jeyaretnam, who was 
ousted from his parliamentary seat last 
year. Friends of Teo say she has been 
thinking of running under the WP ban- 
ner when a general election is an- 
nounced. Teo is Tan’s attorney. 

The government’s 19-page 26 May 
statement makes much of these links, 
describing the 16 detainees as forming a 
Marxist network which has infiltrated 
church groups, student organisations 
and the WP. Third Stage, for instance, 
was founded as a front for the network, 
the government says. 

“The mastermind behind this Mar- 
xist group is Tan Wah Piow,” according 
to the statement, which then outlines 
various ways in which Tan has recruited 
“supporters for his communist cause” 
and then placed them in organisations in 
Singapore. These: organisations were 
used as “a cover for political agitation” 
to “radicalise student and Christian ac- 
tivists.” All this, the statement says, was 
to lay the groundwork for Tan’s return 
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to Singapore to set up a Marxist state. 

Tan, now 36 and reading law at Ox- 
ford University, called the govern- 
ment’s depiction of a clandestine net- 
work “nonsense” in a telephone inter- 
view. “The government is using me as a 
scapegoat to discredit the 16 since I am 
abroad and have a hard time proving to 
Singaporeans that there is nothing to 
any of this,” Tan said. He added that a 
second motivation for the allegations is 
to thwart his desire to return to Singa- 
pore. Tan said he has never disguised 
his intention to return, nor has he hid- 
den the fact that he hired Teo to 
examine the possibility of his return 
since a constitutional amendment took 
effect last year allowing the government 
to revoke the citizenship of those stay- 
ing outside Singapore for more than 10 
years. 


TS government's claim that the 
Catholic church is being used by 
communists is a novel one for Singa- 
pore. The night the second statement 
was released, the Archdiocese of Singa- 
pore and church organisations associat- 
ed with some of the detainees question- 
ed the alleged communist links and 
asked the government to release evi- 
dence for the allegation. The church 
groups also asked for assurances that 
any confessions by the detainees be 
properly obtained. 

*No one is denying these are people 
who disagreed with the PAP — some 
through church work, some through 
plays and some through the Worker's 

arty. But that doesn't make them com- 
munists," said Rev. Edgar D'Souza, 
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editor of the Wéekly newspaper for the 
diocese, The Catholic News. Catholics 
account for only 4% of the 2.5 million 
Singaporeans, yet the diocese has 
gained a reputation for social activism 
through its newspaper and the Young 
Christian Workers’ Movement, which 
has commented on labour laws. 

This reputation has been greeted 
with unease by the church hierarchy. 
Priests reacting to the government 
statement said it is bound to bring to a 
head a long-simmering debate over the 
growing involvement of the church in 
social issues. Archbishop Gregory 
Yong has refrained from publicly pro- 
testing the arrests of church workers, 
though he agreed to attend a 27 May 
mass for the detainees. 

Public reactions to the arrests have 
been confined largely to the customary 
critics of the government. The council 
of the Law Society issued a statement 
the night of the arrests expressing con- 
cern over Teo's detention. 

"The whole thing is laughable," 
Jeyaretnam said of the governmenr's al- 
legations on 27 May. "The PAP is say- 
ing that anyone who works against in- 
justice deserves to be locked up." He 
added that the arrests are designed to 
crush any opposition in general and the 
WP in particular. 

After running a front-page article 
the day after the arrests, The Straits 
Times, Singapore's largest newspaper, 
had no further stories on the arrests for 
five days. On the night the second state- 
ment was released, a special 30-minute 
TV programme entitled The Marxist 
Network in Singapore was shown. 











IPLOMACY 


rom Afghanistan to Vietnam, Gorbachov pursues new Asian goals 





Sophie Quinn-Judge in Moscow 


iet. leader Mikhail Gorbachov 
аз іп top form late last month, 
inting at new initiatives and expound- 
on his vision of peace and security in 
and the Pacific. 
ile downplaying the prickly issue | 
mbodia, he devoted a large por- 
of his 19 May banquet speech for 
ting Vietnamese General Secretary 
iguyen Van Linh to nuclear disarma- 
"and alluded to the possible re- 
val of 5520 missiles from Soviet 
i. He admitted that his Vladivostok 
€ of last July was “meeting with 
iculties," but gave the Vietnamese 
О reason to fear that efforts to nor- 
alise relations with China would be 
ursuedat their expense. 
_ Gorbachov also restated his position 


elaborated on the coalition theme in the 
Soviet magazine New Times published 
“on 22 May. "We're not talking about re- 
conciliation with all the landowners, 
deputies and senators of previous re- 







nise the new reality and who will return 
‘to their native land, not to restore the 





conciliation..." |. 

Asked about Western speculation 
that the post of head of the revolution- 
ary council was being kept open for 
“Zahir Shah, Najibullah replied: “How 
can L answer that question? We are pre- 
paring a new constitution. The new 
head of the revolutionary council or 
another higher organ of the nation will 


pe 



















gimes, but only with those who recog- 


old order, but to work for national re- | 





| would like to focus world attention. 


"The. key (о: creating. a system. of 
security in the Asian and Pacific region 
is the nuclear question,” Gorbachov 
said in his speech and the banquet for 
Linh. He was keen to reassure Asians 
that the 100 medium-range warheads, 
(attached to missiles with.a range of 
1,000-5,000 km) which. the Soviets 
would be allowed to position. in Asia. 
under the terms of the arms agreement 
now being discussed in Geneva, will not 


























ity in Japan, 
South Korea, and the Philippines, com- 
bined with the withdrawal of US aircraft 












during Linh's six-day. visit: 

lished reports it appears little 

wasted rehashing Vietnam's past misuse 
TUE of aid. The Soviets clear- 




















* Afghanistan to the. Italian com- 
unist newspaper L'Unita on 18 May, 
t suggested that there the level of 
viet. commitment to the regime in 
wer is more open to question than is 
е case in. Cambodia — though it is still 
aimed that the status quo in Afghanis- 
n will be the basis of a solution. 
The national reconciliation policy 
nich Afghanistan has been pursuing 
om the beginning of this year contains 
the necessary components for a poli- 
al settlement inside the country," 
orbachov told L'Unita. Without men- 
ing the standing Soviet offer to with- 
aw its troops within 18 months of a 
асе agreement, he went on to say.that 
ding external influence in Afghan af- 
the work of the peace talks soon 
reopenin Geneva... © = i 









































ly feel happy with the 
pragmatism of the new: 
„Hanoi leadership and 
seemed eager Ni 
to business. ау ou 
Vietnamese friends have 
the same slogan as us: re- 
structuring," a commen- 
tator wrote in the com-. 
munist party newspaper 
Pravda on 24 May. Gor- 
bachov's reference to 
"weak aspects of our 
economic links" and 
, their “inadequacy inthe | 

w situation” would ap- 
pear tosidestep the ques- 
stion of blame for past 
problems with the Soviet 






























be chosen in accordance with the new 
constitution. We won't try to guess who 
the people will choose." .. à 


Apparently eager to distance the. 
Soviet Union from-the Afghan quag- 
re, he added: "The Soviet union does 
t and will not interfere in matters 

ге Afghan comrades will seek 
artners for the realisation of the na- 
nal reconciliation programme: in 
ir own country, among refugees and . 
grants. abroad or. maybe in your. 









б together, the statements bring 
into focus the Soviet initiative 
begun at Vladivostok. Along with the 
warm welcome accorded Linh, they: 















willing to pursue its "new political 
thinking" in relation to Asia. Rather 
than alienate the Vietnamese by push- 
ing too hard for a solution in Cambodia; 
Moscow seems ready to accept a slower 
rate of improvement in relations with 
China. Chinese sources in Moscow con- 
firm that they saw nothing new in the 
; two leaders’ speeches, while Linh was 












possibility of including representatives 
fa wide range of Afghan groupings, in- 
cluding the royalists, in a coalition gov- 
ernment. So far, however, Afghan op- 
positon groups have been in disagree- 
ient about this proposal. For its part, 
аби has given no indication of readi- 
ess to loosen significantly the ruling ` 










compromise has been exerted on the 


indicate how far the Gorbachov team is | 


here. It appears that greater pressure to -| 





People's Democratic Party of Afghanis- 
in's (PDPA) hold on the main levers of. | 
itical and military power. 

nswering questions from PDPA 
mbers, party leader .Najibullah 









‘aid programme. 

The new Soviet-Vietnamese econo- 
mic relationship will utilise "the pos- 
sibilities of the’ socialist, division of, 




























ent. Clearly, 
benefit indi- 










is no shortage of appli- 
cants for this exciting job. 

They work around 
the clock, seven days a 
week for 25 months. Mail and provis- 
ions arrive once a year. On patrol, tem- 
peratures can drop to 50° below zero, 
and blizzards are frequent. 

A regular discomfort is the Green- 
landic ‘piteraq’ wind which blows for 
several days at a speed of over 180 kph. 

These men regard themselves as 
neither heroes nor supermen. They say 
the 16,000 kilometres of coastline are 
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The Sirius sledge patrols 


and their Rolex watches are deep 


frozen most of the year. 


Greenland is vast - the largest island in 
the world. 

840,000 square miles of unrelenting, un- 
forgiving wilderness which lie mainly within 
the Arctic Circle. 

A fierce landscape of snow, rocks and 
frozen fjords which is virtually inaccessible 
save for a few brief weeks when breaks in the 
arctic ice pack will allow a ship to make a diffi- 
cult and dangerous passage. 

The landscape has its 
own savage beauty - that is 
to say, when you can see it! 
The sun sets in the middle of 
November; then darkness 
descends for three to four 
months. Greenland' total 
population amounts to a 
mere 47000 people. The north-eastern part of 
this island is completely uninhabited. 

Uninhabited, that is, except for 
the men and dogs of the Sirius patrol. 

From Daneborg, the sledge 
patrols set out, pulled by locally-bred 
dogs. The sledges are home-built. (In 
the wilderness, its easier to repair a 
sledge youve built yourself.) 

The patrol is composed of volun- 
teers from the Danish navy,and there 
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not dangerous "provided that you use 
your training and your experience... 
exercise caution at all times...and have 
a bit of luck!" 

The men themselves are respon- 
sible for choosing every single piece of 
their arctic equipment. 

And a Rolex Oyster is one piece of equip- 
ment considered to be vital. 

In such savage conditions — the months 
and months of endless 
night, the unpredictable 
fluctuations in tempera- 
ture, the wind, the snow, 
the thousands of kilo- 
metres of bone-shaking, 
exhausting sledge jour- 
neys — an Oyster can be 
relied upon to keep going with dependability 
and precision. 

And that's everything, when, as the Sirius 
patrol says, "the nearest watchmaker is several 
months away. 
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Spheres of influence 


Every city has one. 
To big business and high finance, it's the city’s heart. 
The place where the action is. 
In Hong Kong, it's Core Central. 
The home of Hongkong Land's portfolio of fine buildings. 


Please call Jonathan Petit or Christopher Chan 
at Hongkong Land (5-8428288) 
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All signs point to Chun’s friend Roh Tae Woo... 


The sure successor 


Seoul 

Ever since military- 
backed moves swept 
President Chun Doo 
Hwan to power in 
1980, there has never 
been any question 
who is in charge. Un- 
ЈЕ smiling and remote, 
the former general presides over a mili- 
tary-style, chain-of-command structure 
which leaves little room for intra-party 
consultation, has done nothing to win 
him popular public acceptance — but 
continues to keep the country’s dynamic 
economic machine firmly on track. 

When the president made his con- 
troversial “grave decision” to postpone 
a long-standing and heated debate on 
constitutional reform until after the 
1988 Seoul Olympic Games, for exam- 
ple, the timing came as much of a sur- 
prise to rank-and-file members of the 
ruling Democratic Justice 
Party (DJP) as it did to the op- 
position. So it has been with his 
other pronouncements and the 
almost imperial way he goes 
about government business. 

In the early months of each 
year, senior officials from each 
ministry troop into the Blue 
House, Chun's office and resi- 
dence, to report on past pro- 
gress and present their future 
programmes. Sitting alone at a 
desk some distance from the 
rows of sombre-faced func- 
tionaries, the 56-year-old pre- 
sident hears out the relevant 
minister's presentation and 
then talks — and talks. 

It is little different with 
foreign visitors, who find the 
yawning space separating them 
from the president both dis- 
concerting and perhaps even 
intimidating. And they too 
often have little choice but 
to settle for the role of 
listener. When US Secretary of 
State George Schultz called on 
Chun two months ago, US 
State Department aides esti- 
mated that Chun dominated 
about 90% of the conversa- 
tion. 

It has been this aura of authority, 
stamped as it is by military symbolism, a 
general intolerance of dissent and the 
pervasive, all-seeing eyes of South 
Korea's intelligence agencies — not any 
obvious or compelling personality traits 
— that has allowed Chun to cast such a 


By John McBeth in 
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shadow over the South Korean 
populace. There is an unkind word for 
this, of course, but for a leader who has 
vowed to step down voluntarily in Feb- 
ruary next year, thereby earning a 
cherished place in the history books for 
engineering the country’s first peaceful 
transfer of power, he does not quite fit 
the accepted model. 

Neither for that matter does Roh 
Tae Woo, the 54-year-old DJP chair- 
man who is tipped to be named as 
Chun’s successor when the party holds 
its annual convention in a cavernous 
Seoul gymnasium on 10 June. The main 
opposition bloc is vowing to boycott the 
scheduled year-end presidential elec- 
tion and its electoral-college system, en- 
suring that the ruling party’s nominee 
will have the presidency — but again not 
legitimacy — firmly within his grasp. 

Although Roh declines to discuss his 
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pt future, he has never disavowed 
is interest in the presidency. Asked re- 
cently whether he was a candidate, he 
merely referred to the “democratic pro- 
cedures" laid out in the party charter. 
"Everything depends," he said, *on the 
opinion of the 1.6 million party mem- 
bers across the nation." ' 

Many would say that it probably de- | - 
pends a lot more on the opinion of one 
man; Chun. Indeed, diplomats place 
some credence in the suggestion that 
Roh’s succession may have been part of 
a gentleman’s agreement worked out 
from the very beginning of Chun’s rule. 

Observers were puzzled over why 
Chun terminated the constitution de- 
bate so early, something that has left 
DJP officials with the problem of trying 
to burnish the nominee’s image during 
the interim period without undermining 
the president's authority. The conven- 
tional explanation is that the 
decision of opposition leaders 
Kim Dae Jung and Kim Young 
Sam to break away from the 
New Korea Democratic Party 
dealt the final blow to h 
for a compromise and affo 
Chun the opportunity of shift- 
ing the blame to them. 

Another explanation which : 
adds to speculation on the suc- _ 


census an increasingly forlorn 
hope anyway, the рте did | 
not want to see Roh bear re- 
sponsibility or suffer political | 
damage for its failure — par- 
ticularly after he had publicly — 
given Roh the task of finding a 
solution. Following last 
month's decision, Chun and 
Roh are reported to have met 
several times at the latter's 
Yonhi-dong residence for what 
were described as very private 
and relaxed discussions. 

It had been like this four 
years ago. Returning to Seoul | 
after the October Rangoon - 
bombing incident, in which 
many members of Chun’s 
cabinet were killed by North 
Korean agents, the 
had sent a message ahead ask- 
for Roh to meet him at Seoul's 


in 
Kimpo Airport. A former minister, but 
then holding no other government rank 
than chairman of the Seoul Olympic Or- 
ganising Committee, Roh was there 
when the presidential jet touched down 
in the pre-dawn hours. 


cession issue is that with con- | 


resident | 














Together, the two rode to the Blue 
House. No one knows what they talked 
about on that sombre occasion, but for 
anyone who was aware of the rendez- 
vous at the time, it graphically illus- 
trated the closeness of their relationship 
and served as a further pointer to the 
succession question. 

Questions persist over South 
Korea's future form of government 
should a constitutional breakthrough be 
achieved and what impact the transition 
itself would have on political percep- 
tions and actions. In the back of many 
minds, too, is what the North Koreans 
might do if the Olympic issue, Seoul's 
continuing and calculated penetration 
of the Third World and a dramatic ero- 
sion in Pyongyang's military superiority 
stretches their frustration to the break- 


ing pn 

oh and Chun both come from 
Taegu in the southern Kyongsang re- 
gion, but the beginning of their relation- 
ship goes back to when they were mem- 
bers of Class 11 of the Korean Military 
Academy (KMA), the academy's first 
four-year intake which graduated in 
1955. A battalion commander in Viet- 
nam and later a Special Forces brigade 
commander, Roh gained his second 
general's star when he took charge of 
the frontline 9th *White Horse" Infan- 
try Division on the Han River estuary 
northwest of Seoul in 1978. 

It was from there, without the prior 
knowledge of then US forces command- 
er Gen. John Wickham, that Roh dis- 
patched a regiment of troops to provide 
the muscle for Chun's 12 December 
1979 coup two months after former pre- 
sident Park Chung Hee’s assassination 
— the power play which set the stage for 
his classmate's eventual rise to power 
the following August. “Without his 
help," one veteran insider said, *Chun 
may never have succeeded." 


I? 1980, Roh assumed Chun's form- 
er post as the head of the powerful 
Defence Security Command, a vast net- 
work responsible for domestic political 
surveillance as well as monitoring dis- 
sent within the military. Roh retired the 
next year and has since served as minis- 
ter of state for national security and 
foreign affairs, minister of sports for a 
brief period and then as minister of 
home affairs — a job he stayed in for a 
year but apparently did not relish. 

Analysts first began taking notice of 
Roh as a presidential successor when he 
was appointed DJP chairman in March 
1985, taking over from KMA classmate 
Kwon Ik Hyon. While concentrating 
decision-making around a small inner 
circle, he did bring a more relaxed 
stewardship to the ruling party, which 
inherited much of its strength from com- 
munity leaders Park wooed to his side 
through rural development program- 
mes in the 1970s. 

Given his intelligence background, 
the role he played in the 1979 coup and 





his obvious awareness of the tricks that 
can be employed in the interests of hold- 
ing power, Roh could hardly be called a 
pony cet litician. But in comparing 

im with Chun, there is at least one im- 
portant difference that bears examina- 
tion and may hold a clue to future politi- 
cal developments. 

The president emerged from the 
shadows of a secretive army to take the 
reins of power and remains as much an 
enigma today as he did then because of 
his leadership style. In other words, he 
is not public-relations material, no mat- 
ter whether the observer looks at the 
bloody legacy of the 1980 Kwangju up- 
rising or the stunning economic pro- 
gress that has been achieved under his 
rule. Roh is cut from different cloth. Ur- 
bane and even personable, he has had 
the benefit of mixing with his peers on 
the political stage since his retirement 


and could, as a result, put a much more 
human face on the presidency. 

"Originally, he was a hardliner," a 
senior DJP source said, “but I think he 
is a different man now. The last six years 
have given him a different education. 
He is a little less authoritarian [than 
Chun], a little less confrontational. I 
think we can look forward to more 
dialogue than before." But that may be 
as far as it goes. “Roh’s style would be 
less imperial," a Western analyst said, 
"but he would do what is necessary to 
protect himself." 

For many South Koreans, Roh 
would simply be an extension of Chun 
— a former general whose legitimacy 
would continue to be questioned be- 
cause of the way in which he would be 
elected. Then there is the shadow cast 
by Kwangju, a legacy which critics claim 
binds together Chun, Roh and three 
other Class 11 graduates — Defence 





Minister Lee Ki Baek, former home 
minister and former army chief of staff 
Chung Ho Yong, and DJP health and 
social affairs committee chairman Park 
Jun Byung — in a pact of mutual self- 
preservation. 

Ruling-party figures, however, insist 
the recurring issue is overdrawn and 
should be viewed against the 
background of decades of rivalry be- 
tween North and South Cholla pro- 
vinces in the southwest, where Kwangju 
is located, and the regional bloc formed 
by North and South Kyongsang pro- 
vinces to the east, which traditionally 
have been the source for most of today's 
civilian and military leaders. 

Although  Cholla-born dissident 
leader Kim Dae Jung has said publicly 
that he is not seeking revenge for 
Kwangju, it isclear from residents in the 
city that the blood-letting and those who 
are considered responsible will never be 
forgotten. One former minister claims 
that the majority of South Koreans do 
not share these feelings and rejects 
speculation that it is a major pre-occu- 
pation of the nation's current leaders. 

"I don't think it is in their minds 
much at all," another ex-minister, with 
close ties to Roh, said. "They feel they 
have a clear conscience about Kwangju 
and that if they had not exercised a more 
moderating influence, the military ac- 
tion could have been more blunt." But 
there is a general acknowledgment that 
the incident continues to be a significant 
focus for anti-government dissent. 

Chun pays more than passing atten- 
tion to the welfare of the southwest, and 
it appears true that he places much more 
stock in personal loyalty than on region- 
al ties — evidenced by the backgrounds 
of the men who control the country's 
two intelligence agencies. 

The ex-director of the Agency for Na- 
tional Security Planning (formerly the 
KCIA), Chang Se Dong, 50, and the 
chief of the army's Defence Security 
Command, Lieut-Gen. Koh Myung 
Sung, are both from Cholla. So too are 
the current chief of the presidential 
security service, Anh Hyon Tae, and 
Chun's former party secretary, 
Kwangju-born Lee Yong П, who is now 
in charge of the DJP's education and in- 
formation committee. 

Analysts say there is a large degree 
of calculation behind what the есеи 
does іп his personal appointments. As 
one explained it: “He put those people 
in these positions because, as Cholla 
people, they would not enjoy the sup- 
port of the dominant Kyongsang group * 
and therefore would be dependent only 
on him." 

All the same, it represents an in- 
teresting change from Park, another 
Kyongsang native, whose rigid dis- 
criminatory practices may have stem- 
med in part from his embarrassingly 
close race with Kim Dae Jung in the 
1972 presidential election. 

Chang is particularly close to Chun 





and. earned further credit last year by 
. correctly counselling a cautious reaction 
to reports, proved false, that North Ko- 
rean leader Kim Il Sung had been assas- 
sinated. A graduate of the KMA's Class 
.16, he was an aide to Chun when the 
| president-to-be served as a regimental 
commander in Vietnam in the late 
1960s. He was appointed the chief presi- 
dential bodyguard in 1981 and came to 
his current post following his retirement 
2 | asa three-star general in 1984. 


| part from Roh, another important 
member of Chun's inner circle is 
ier prime minister Lho Shin Yong, 
у], a former career diplomat and foreign 
. minister who advises on foreign-policy 
| matters. Most political sources believe 
"the:ex-prime minister would have been 
“the likely choice if Chun had ever want- 
|| eda purely civilian president to succeed 
him. 
Before becoming prime minister in a 
| March 1985 cabinet reshuffle, Lho 
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MARATHON MEN 


à position to decide the roles of his 
fellow players. "Initially he had to listen 
to the colonels, but now I think he is 
very much in command of the situa- 
tion," an insider said. “He makes deci- 
sions largely according to his own con- 
victions and not from any advice he re- 
ceives from subordinates in the mili- 
tary." 

Despite its hands-off approach on 
day-to-day affairs, the military's stake is 
overpowering in a nation that is still 
technically at war with North Korea. 
The 1960 overthrow of the president 
Syngman Rhee allowed the army to as- 
sume a position in society that it had 
never enjoyed before. And as such, the 
time-worn contention that domestic tur- 
moil in the South could encourage or 
trigger an invasion from the North is re- 
garded as justification enough for au- 
thorities to draw a convenient link be- 
tween national security and the need for 
so-called political tranquillity. 

Korea may have a history of wars 















spent nearly three years as NSP direc- 
tor, including the period of the MP 
tember 1983 Korean Air Lines 007 
tragedy — in which a Soviet fighter shot 
down à South Korean passenger jet kill- 
ing all 269 passengers and crew aboard 
— and the Rangoon bombing five 
wecks later. 

One of the indivisibles in the transi- 
tion scenario is the influence of the mili- 
tary, and perhaps to what extent the 
outgoing president may want to pull the 
strings behind the scenes, relying on 
senior officers whom he has helped rise 

„ through the ranks over the past seven 
years. Commentators feel Chun is 
aware he will have to let go, but they say 
that while a successor will become more 
assertive in a position that allows for the 
dispensation of rewards and the collec- 
tion of loyalty, he will have to step care- 
fully to avoid sending a shock wave 
through the entire power structure. 

| As things stand now, Chun is seen to 
_ be very much his own man, one who 

came to power simply because he was in 





апа a reputation for toughness, but it 


| so-called hwarang-do, or outstanding : 





has not left а sumurai tradition. South | 
Koreans have much more respect for 
someone with a Seoul National Univer- 
sity education than a general from com- 
paratively humble origins who passed 
through the military academy with its 


warrior spirit. While it is accepted that 
Park's military regime may have pro- | 
vided the necessary measure of discip- 
line needed to lay the foundations for 
the country's economic miracle, many 
people were simply not prepared for 
more of the same. : 

There have been few occasions since 
Kwangju when Chun may have felt 
tempted to call for military interven- 
tion, but he has largely pre-empted such 
action himself harmful as it 
would be to the nation's international 
image — by raising an 80,000-strong 
combat police force to strengthen reg- 
ular law-enforcement efforts." Well dis- 


.role1n society. 


ficers with a similar mind-set. 


_methods say he would spread hi: 





ciplined апа armed only with teargas 
and , the special troopers are 


political secretary, Kim 









































































drawn from the ranks of consc 
are given the choice of se 
compulsory military service with 
police. : E 

It is not always easy to determ 
exactly where the army stands. D 
encounters in the field, most officers 
variably dart for cover behind the 
ment that they are professional soldie 
and have no interest in politics. ) 
that are willing to advance the con 
tion beyond that point say dem 
ideals do exist in certain quarters of tl 
officer corps, but it is not clear eith 
from them or from independent so 
whether this means they ош 
tually submit to a wholly su 


Perhaps the most telling con 
tary is to be found in their rea 
questions about Kim Dae Jung, who 
now spent seven weeks under house 
rest as part of a government strat 
weaken the opposition’s resolve. А 
mention of the dissident leader inv 
ably brings a grimace. One two 
general, whose duties are confine: 
the Seoul area, dismissed out 
hand as a communist — | 
believed to be shared by many sen 


fficials are reluctant to discu 
Roh would choose to gather arou 
him, but sources familiar: wi 


widely. One key figure could be Chui 
a friend from their days at Tae 
Kyongbuk High School and later S 

di 


Class 11, who still enjoys much cr 
ity and respect in the army —someth 
he does not find elsewhere. As spe 
forces commander in 1980, Chun 
been held responsible for much 
happened at Kwangju, though 
not there personally at the time. 
Speculation also surrounds re 
lieutenant-general Kim Bok Don 
Roh’s. brother-in-law and Kyon 
classmate, who: currently head: 
state-run Korea Mining Hec 


Corp. A former deputy ch 

5th Army. Corps; Ki 

КМА, where he also: graduate 
rapport with military men and 
lationship with Roh may preclu 
former sports minister Lee Young 
Korea Institute for Policy Studies. 
Yul, a DJP assemblyman and form 


tions for Park's Blue House securi 
force and later deputy chief o 
im ended hi 
eer in 1982 as superintende 
Class 11. | | 
Although he is known to enjoy i 
alike and leans towards mod 
South Koreans believe his famil 
from taking any visible role. Ho 
this would not apply to soméo 
close associate and regular tenn 
ner who is currently presiden 
Roh could also be expecte | 
to long-time acquaintance Cho B: 
Chosun Ilbo editor, and possibly Chun 
Hwan, 












































































| something the new president can 


; ee reality of the South Ko- 


ple. The government has the 


_ away and the government is 


that if the opposition’s two Kims 
_ were ever allowed to form a 


| coming a ceremonial head of state, it 


54, a former journalist and high school 
classmate. Yet another whose career 
may be enhanced in the transition is 
one-time NSP deputy director Hyun 
Hong Choo, a suave US-educated civi- 
lian lawyer and senior vice-chairman of 
the DJP's national policy coordination 
committee. 

Chun recently named former DJP 
secretary-general апа home affairs 
committee chairman Kwon Chung Dal, 
50, as chairman of the national qul 
coordinating committee, replacing Par 
Jun Byung, who moved to the health 
and social affairs post. The appointment 
of Kwon, a retired KMA Class 15 
brigadier, was part of a shake-up of 11 
of the 13 standing committee chairmen 
which brought several other hardline 
members into senior parliamentary po- 
sitions and provided a strong indication 
that Chun intends remaining very much 
in control until next February. 

Apart from adopting a more person- 
able style, it is difficult to predict what 
Roh would do as president to achieve a 
greater level of legitimacy without risk- 
ing a loss of control. It is also difficult to 
see what other alternatives he may have 
in trying to break South Korea's 
constitutional log-jam. “Any 
amendment has to serve the in- 
terests of the people in power,” 
an analyst said, “It has to be 


live with as well.” 


rean political situation is sim- 


pw, the opposition does not 
ave the strength to take it 


not going to hand it over. Roh, 
among others, believes it is too 
soon to risk a change and, aside 
from obvious self-interests, he 
points to a widely held view 


government, it would quickly 
plit down the middle because of 

e inherent differences between them. 

Questions continue to linger over 
the ruling circle’s commitment to a par- 
liamentary cabinet system of govern- 
ment, which Chun at least has taken 
care never to endorse himself. While 
he did give the go-ahead for the DJP 


and the opposition to try and reach a 


consensus on the issue in April 1986, he 
privately believes there is nothing 
wrong with the existing constitutional 
formula. 

DJP officials merely talk about their 
hopes for a more mature political sys- 
tem when they are asked what they 
hope to achieve after the Olympics that 
they were not able to accomplish during 
12 months of acrimonious and vain de- 
bate. But if they do succeed in establish- 
ing a cabinet system, with power vested 
ina prime minister and the president be- 





could require the incumbent president 
to swap jobs. 

Roh did acknowledge at a recent 
press conference that the term of the 
next president could be shortened as a 
result of fruitful constitutional revision 
talks, but he said this should not imply 
that the next government would be only 
transitional in nature. "The term transi- 
tional government means a government 
which is established temporarily to 
manage such a crisis that will halt the 
progress of constitutional politics," he 
said. “The next government can never 
become a transitional one in that it will 
successfully stage the Olympics based 
on the brilliant glory of a peaceful trans- 
fer of power." 

A senior DJP legislator said trying to 
push а constitutional amendment 
through the national assembly at this 
pom carried too great a risk of a 

umiliating defeat, even if the DJP does 
already have 147 of the 183 votes neces- 
sary to achieve a two-thirds majority. 
Instead, he believes any breakthrough 
will only be possible after, and not be- 
fore, the 1989 elections. “Whether the 
successor wants to do it depends on the 





situation at the time," he said. *But he 
has to continue to advocate the cabinet 
system. He cannot go back to defending 
the current constitution." 

This is because Roh has endorsed the 
platform, which in itself will present him 
with even greater problems than Chun 
has had to contend with and will proba- 
bly limit his options in trying to win as- 
sembly approval — a course of action 
the president ruled out in his 13 April 
declaration. “He can go on endorsing 
the idea, but I think his tenure depends 
on whether he can deliver," a diplomat 
said. "Chun can deliver; he is stepping 
down." 

Roh is likely to face some of his most 
serious difficulties in the interim when 
he will be the most vulnerable to press 
criticism and when questions will persist 
over whether he can attain real power, 
as opposed to merely power on paper. 









In the view of some observers, who note 
the failure of several public-relations 
campaigns aimed at improving his 
domestic image, Roh is still too con- 
trived, too polished and too obviously 
controlled in the public's eyes — even if 
Chun's shadow has clearly been an in- 
hibiting factor. 


Aos such criticism may be unfair 
at this early stage, Roh is not nearly 
as powerful a figure as Chun. It is proba- 
bly also true that his personality is not 
developed enough to compare him with 
the late president Park, who was re- 
garded both as a teacher and a visio- 
nary. Like Park, however, he may be 
too oriented towards Kyongsang at a 
time when national reconciliation is be- 
coming an increasin TONO factor 
in modern-day South orea. 

Roh is already spending much of his 
time holding meetings with people from 
all walks of life, among them religious 
leaders, senior journalists, jurors, uni- 
versity presidents and professors. And 
there is also strong talk of a planned visit 
to the US, which party strategists hope 
will establish his political credentials 
and give the impression at home 
that he has secured US backing 
— an important move in a coun- 
try which pays special attention 
to Washington's views. 

But unless he can handle 
things differently, his ascension 
under the existing arrangement 
will still condemn him to carry- 
ing the same albatross of legiti- 
macy that has plagued Chun. It 
is this guilt complex about how 
the nation's current leaders at- 
tained power in the first place 
that tends to magnify their 
reaction to everything going 
on about them — from the 
intransigence of the opposition 
to the way they believe they 
should deal with radical stu- 
dents. 

Roh must come to terms with 
the fact that South Korea's eco- 
nomic boom is raising expectations 
and fuelling the call for greater liberali- 
sation — no matter that the opposi- 
tion has so far failed to parlay those 
desires into more concerted action on 
the streets. And it must already be ap- 
parent to the ruling camp that if Seoul is 
to achieve its cherished dream of joinin 
the world’s exclusive industrialise 
club, it must have the political creden- 
tials to match. 

Government officials, echoing a^ 
pride felt in every corner of the country, 
like to say the 1988 Olympics signal 
South Korea's coming of age. What has 
still to be realised is that it represents 
the most compelling reason yet why po- 
litical leaders must cast aside their end- 
less head-butting and come to grips with 
the realities of a modern word. of which 
they are increasingly a part. The Hermit 
Kingdom is no more. п 
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Roh must grapple with 
legacy of Kwangju 


By John McBeth in Kwangju 
Opposition leader 
Kim Young Sam says 
the only guarantee 
against retaliation 
over the bloody 1980 
Kwangju uprising is 
fair and free elections 
AGER "in which the govern- 
ment would lose." A retired Cholla- 
born politician suggests the stain of 
Kwangju can only be erased by paying 
compensation to the families ol the vic- 
tims and by inserting an article in the 
constitution — approved in a national 
referendum — pardoning all those who 
were involved in the blood-letting. 

In this South Cholla province capi- 
tal, with its feisty 900,000-strong popu- 
lation, vivid memories remain of the 
nine-day insurrection which caused 191 
deaths by official count — 164 civilians, 
23 soldiers and four policemen — and 
left wounds on the body politic that 
have never properly healed. At the time 
of the incident, President Chun Doo 
Hwan was acting director of the then 
Korean Central Intelligence Agency 
and his likely successor Roh Tae Woo 
was commander of the Defence Secu- 
rity Command — positions which left 
them wide open to blame for what hap- 
pened. 

In a message delivered to the annual 
18 May graveside memorial service from 
prolonged detention in his Seoul home, 
Cholla’s most famous son, Kim Dae 
Jung, appealed again for genuine demo- 
cracy. 

“I have never wanted revenge, but 
the democratisation of this country,” 
said the man from the coastal town of 


OF a 





4] Мокро who is under a suspended 20- 


br = ae 


year prison sentence following his con- 
viction in 1980 for allegedly inciting the 
uprising. “The ascertaining of the truth 
about the Kwangju incident, the re- 
trieving of the honour and the lawful 
compensation due to the Kwangju citi- 
zens must all be realised.” 

But hostility was very much in evi- 
dence at the 18 May ceremony, aggra- 
vated by police roadblocks to bar sus- 
perd troublemakers and possibly to 

eep the crowd to a minimum. A gov- 
ernment car was set alight by mourners 
angered over the intrusive presence of 
security agents at the picturesque 
cemetery in the hills overlooking 
Kwangju. White-robed women sprawl- 
ed on the burial mounds of loved 
ones, weeping Essai And after a 


number of y зове aet i a 
crude effigy of Chun was trampled and 
burned. 


Only 101 of the victims are buried at 
the site, which lies about 20 minutes 
away by car from the city itself at the 
end of a gravel road. Local community 
leaders say another 26 sets of remains 
were moved away by families who ac- 
cepted Won 10 million (US$12,121) 
from the government to do so. The 
same leaders say their efforts to raise 
funds for a memorial have met with 
frustration because authorities are an- 
xious to prevent the grassy slope with its 
dark grey tombstones from being 
turned into an anti-government symbol. 

Some reports have suggested that 
1,000 died in the uprising. Other esti- 
mates are closer to 2,000. But former 
judge and respected human-rights law- 
yer Hong Nam Soon, 75, who was a 
member of the Kwangju citizens com- 











mittee which attempted to negotiate a 
solution to the crisis, declined to give a 
figure. "The exact number will be 
known when a democratic government 
is in power," he said in an interview. 
"Under this government it cannot be 
disclosed." 

Some of the facts about Kwangju are 
well known. Others will remain in dis- 
pute. It was largely triggered by the ar- 
rest of Kim Dae Jung following a series 
of disturbances in major cities and by 
the then civilian president Choi Kyu 
Hah's decision to impose a heightened 
state of martial law on the evening of 17 
May. As part of a nationwide troop-de- 
ployment plan, the 33rd and 35th Bat- 
talions of the 7th Special Forces brigade 
moved into Kwangju from their base at 
Iri, a town 90 km to the north. 


S ш" demonstrations erupted in 
the city the next morning and 
uickly escalated, fuelled by rumours 
that ranged from Kim’s supposed 
execution to scare stories rooted in the 
traditional rivalry between Cholla and 
the neighbourin Kyongsang region. 
The army and allied police fuc are 
said to have reacted with extreme bru- 
tality and the rioters responded by com- 
mandeering armoured personnel car- 
riers and seizing automatic weapons and 
ammunition from an army reserve base. 
When the Special Forces were forced 

to withdraw on 21 May and leave the 
city in rebel hands, most of the damage 
in terms of human lives had already 
been done. It was not until six days later 
that the government sought to retake 
Kwangju, this time using the 20th Infan- 
try Division under Maj.-Gen. Park Jun 
Byun which was moved from positions 
near Seoul. Relying on aerial reconnais- 
sance photographs, intelligence reports 
from agents inside the city and surgical 
small-unit strikes, the troops recaptured 
the city in a few hours. Only 18 mili- 
tants, later described as the hard core of 
the insurrection, were killed during this 






process — a figure local leaders appear 
to accept. 

Accusations of US complicity in the 
government’s handling of the uprising 
— and the resultant rise of anti- 
| Americanism in South Korean society 
and certainly in Kwangju itself — stem 
from a complex arrangement under 
which South Korean frontline troops 
are under the operational control of an 
American general who serves concur- 
: rently as UN and US forces commander 
and also as the head of the Combined 
Forces Command. 
|... But Washington brought much of 
_ |. this criticism on its own head in neglect- 
| ing to offer a clear explanation of the US 
' position and the limitations imposed on 

it by inherent considerations of Seoul’s 
- sovereignty. There are many critics, for 
example, who simply feel that US ac- 
tions, or lack of them, had a lot to do 
with its political perceptions of the mo- 
. ment and the greater importance it at- 
tached to the South Korean Govern- 
<- ment than the people. Seoul’s leaders, 
^l for their part, probably find it conve- 
nient that someone else shares the bur- 
| den of guilt. 
>: | Concerned at a continuing rise in 

“anti-US sentiment, American officials 
in South Korea urged Washington in 
1985 to issue a statement on the whole 
affair. The suggestion was refused. It 
was only in January this year that the 
| then US ambassador to South Korea, 
| William Gleysteen, gave South Koreans 
“their first real insight into the US position 
during a lengthy question and answer 
“session with local journalists in Seoul. 

Even independent South Korean 
sources now acknowledge Gleysteen's 
contention that the Special Forces were 
not under US command — and are still 
not. The 20th Division was, however, 

^ and the ambassador said it was only 
after careful consideration that the US 
decided not to raise an objection to the 
unit being moved because it was de- 
cided the insurrection could not be al- 
lowed to go on indefinitely. 

Despite the heated controversy over 
the US role, there has been much less 
debate over who was responsible for the 
Special Forces’ actions in Kwangju. 
. Current Interior Minister Chung Yong 
Ho was in charge of the Special Forces 
~~ | Command іп 1980 and has therefore 
|’ taken much of the outside blame. It may 
гг be more complicated than that. 

Some Korean analysts with no obvi- 
ous reason to toe the official line say the 
- 7th Brigade units were operationally at- 
tached to a local Cholla-based infantry 
division and it was from there that the 
orders came. 

In any event, it was not only an un- 
wise move, but has led to allegations 
that the choice of such troops showed an 
intent to do much more than simply 
strengthen security. An elite force 
trained for behind-the-lines action 
against North Korea, the Special Forces 
had no experience in civilian crowd con- 



























trol. Carrying bayonet-tipped | 
long clubs, but without shields to pro- 
tect them from rock-throwing demon- 
strators, they simply took things into 
their own hands and turned a street 
clash into a city-wide rebellion. 

Reports persist, though they simply 
cannot be verified, that many of the sol- 
diers had been drinking and that they 
were armed with suspect information 
about. the supposed presence of pro- 
North Korean agitators. 


B Kwangju it seems to matter little. 
“If only one person was killed, it 
would have been a great problem," said 
Hong. "We pay taxes for the army to 
protect us against the North, not to at- 
tack its own population." With Choi 
seen to be in nominal power only, critics 
réfuse to accept that the then army chief 
-of staff or the 30th Division commander 
should take the heat. In Kwangju, it is 
the figures in the current ruling struc- 
ture who are wholly responsible. 

So the legacy lingers on. "Although 
things are quiet, the undercurrent in 








|0 to a Kwangju victim. 
people’s minds, the wonhan [unfulfilled 
revenge], is still strong,” said Chonnam 
University professor Song Ki Suk, 52. 
“There may be differences [in the 
strength of emotion] between the peo- 
ple of Kwangju itself and the rest of 
Cholla, but fundamentally the feel- 
ings are shared.” Hong agrees. “The 
feelings of retribution,” he said, “still 
flow among the students and the 
outh.” 

Although Kwangju residents do not 
feel there will ever be another uprising, 
they portray the 1980 incident as a strug- 
gle for democratisation. “Kwangju was 
a tragic event in our history and should 
never be repeated,” Hong declared. “It 
was the people’s call for democracy and 
once it is in sight, the thought of retalia- 
tion should be forgotten.” Sitting beside 


a tombstone gju сете 



















an unidentified. man told. ques! 
“Kwangju was not. an incident 
massacre. My friend here died for: 
dom. I have no feelings of revenge nov 
I just want to make the country mo: 
democratic." 

The head of the People's Commi 
sion for the Restoration of Democra 
in South Cholla, Hong feels the gov 
ment has taken some steps tow 
what he called a "national compr 
by encouraging more investmen 
Cholla region. Perhaps the mos 
ble example of that has been the 1 
opening of South Korea's secon 
steel mill in Kwangyang, on the : 
coast, which will eventually lead to 
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Other major projects compl 
over the past seven years in the Ch 
region include the creation of an inl 
lake on the Yongsan river for irriga 
and reclamation purposes and the bu 
ing of the Chuam irrigation dam in t 
southeast. Much more significant, 
tainly in symbolic terms, has been 
completion of the 175-km Olympic Е 
pressway linking Kwangju with. 
North Kyongsang capital of Taegu 
facilitate commercial trade between 
two rival regions. | 

Also interesting is the fact th 
Kwangju last year joined Seoul, Pus: 
Taegu and Inchon as a so-called “spec: 
city” — meaning it now has the same 
ministrative status as a province. Jus 
what that will amount to, howeve 
probably too early to assess. Reside 
claim that apart from a large childre 
park, the only material benefit. 
Kwangju since the uprising has been t 
removal of a small industrial comple) 
the western outskirts of the city wh 
the Daewoo group has since added 
electronics plant. 

Although Cholla is looked on as. 
opposition bastion, largely throu 
influence of Kim Dae Jung, local le: 
ets are at a loss to explain why mt 
than two-thirds of the region's 22 
tional assembly lawmakers аге те! 
bers of the ruling Democratic Justi 
Party (DJP). Some analysts put it d 
to the DJP's well-oiled rural electo: 
machinery and the fact that many fai 
ers aré beholden to the governmen 
their finance. It may also be that ! 
residents are realistic enough. to 
stand that the opposition’s ability t 
bring concrete benefits to the regio 
limited. 

Song, who has been jailed twice. 
political charges under both the Par 
Chung Hee and Chun regimes, si 
describes it as an enigma. “We аге em 
barrassed by the high turnout of voter 
for the government and the fact t 
there was no evidence of political m 
ipulation,” he said. Both Son 
Hong believe, however, that 
opularity remains high and may even. 
ave grown because of his refusal to 
bend on the constitution issue.” п 




















































When a new highway 
was opened in 1984 
connecting Kwangju 
and Taegu, the capi- 
tals of Cholla and 
 Kyongsang provinces, 
it. was 
Е named the Olympic 
y, but Seoul newspapers hope- 


predictably 


labelled it. the road of “national re- 
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tion." To add to the symbolism 
€ opening, the government held a 
up wedding of mixed couples from 
two provinces at a rest stop. 
ut when the road was used last year 
busloads of football fans attending 
yoffs between the two cities’ teams, 
ountry got a taste of the violence 
which English football fans have be- 


The rift between these two southern 
vinces runs deep and extends back 
turies. It permeates thinking in all 
alks of life in the capital. *I just don't 
them,” said a Seoul housewife, who 
| born in Kyongsang. “If my daugh- 
announced she wanted to marry a 
holla man, I know that I would just say 


me say the problem has its roots in 
ree Kingdoms period, 
hen Kyongsang (then known as Silla) 

(thes Paekche) fought each 
er continuously. Silla was eventually 
umphant, unifying the country for the 


Since then, Cholla has posed special 
hallenges to successive central govern- 
ments. It is the country's rice bowl, but 
has also been the province most subject 
to natural disasters and local uprisings. 
Armies from Cholla supporting the 
onghak Rebellion threatened the then 
i 10) in. 1894, | 









advancing almost to Seoul before being 
beaten back by government forces. 

Cholla's wealth, says one magazine 
editor from the area, was its misfortune 
in the Yi period. “It is logical and under- 
standable — the king overtaxed the re- 
gion because lie knew it was the richest. 
When periodic disasters struck, this 
status quo was impossible to bear," the 
editor said. 

The area produced some of the coun- 
try's first capitalists, notably Kim Song 
Su, a landowner who became the 
wealthiest Korean capitalist of the Ja- 
panese colonial period (1910-45). 
Kim was the founder of Dong A Ibo, 
one of Seoul's two largest daily news- 
papers. 

Opposition leader Kim Dae Jung, 
who comes from the Cholla port town of 
Mokpo, blames the late president Park 
Chung Hee for the continued regional 
split. Park openly favoured his native 
Kyongsang over Cholla in industrial 
development, which he oversaw during 
the 19605 and 1970s. Ulsan, Pohang and 
Changwon —- all major industrial 
centres, which were villages before 
Park's time — are in Kyongsang. Park 
turned Kyongju, also the capital of 
the ancient Silla, into a national 
shrine. 


hastened by the 1980 anti-govern- 

ment violence in Kwangju, the gov- 
ernment of President Chun Doo Hwan has 
attempted to redress the imbalance be- 
tween the two provinces by encouraging 
investment in the overwhelmingly rural 
southwest. But symbolic road openings 
and, most recently, the opening of a 


west coast, have only begun to dent pre- 
vailing attitudes both in and outside the 


by Kyongsang interests. - 





new integrated steel mill on the south- 





government, which remains dominated 
In. Seoul the rift is reflected most 
clearly in politics, but it manifests itself 


in other areas as well. The worst sec- 


| tions of Seoul and its satellite town of 


Songnam, which was created to cope 
with the waves of people coming to the 
capital from the countryside, are heav- 
ily populated with people from Cholla. 

While the dialect spoken in 
Kyongsang is retained by its speakers in 
Seoul, new arrivals from Cholla are 
likely to abandon their distinctive lilt in 
favour of a Seoul accent. Few dispute 
the assertion that a — Kyongsang 
background goes a great deal further 
than roots in Cholla when it comes to 
dealing with the government. 

Among the government elite there is 
a large contingent of graduates from 
Taegu's most prestigious high school, 
Kyongbuk. Roh Tae Woo, chairman of 
the ruling Democratic Justice Party, 
former deputy prime minister Kim 
Mahn Je and Sakong Il, Chun’s new fi- 
nance minister, are members of the so- 
called "Kyongbuk mafia. " 

Even some private companies have 
strong regional connections. Among 
the top-tier chaebols, от industrial con- 


glomerates, Samsung stands out as the: | 


most strongly Kyongsang. There are 
also a number of relatively smaller 
Cholla-based firms — Kumho Tire and 
the Haitai group, are examples — in ad- 
dition to Dong A Ilbo, whose generally 
critical political stance is often attri- 
buted to its Cholla background. 

Ask a South Korean who is not from 
Cholla to list his impressions of Cholla 
people and the catalogue would sound 
surprisingly like the observations of for- 
eigners when commenting on the nation 
as a whole: emotional, musical and 
charming at times, but tough, rebellious 
and individualistic. 

Regional rivalry is not unique to 
South Korea. North Korea's western 
Pyongan province and the poorer east- . 
ern Hamgyong province are locked іп а 
rivalry said to 
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W HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 
And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe — 
because it's for a lifetime. 





PATEK PHILIPPE 
GENEVE 


Patek Philippe S.A 
4], rue du Rhóne ~ 1211 Geneva 3 - Switzerland 





ART OF OUR TRADITION 


or ce nturies, the de soe 


“has nurtured our passion * 


for breeding thoroughbreds. 
q Todas; with the rapid 
development of-out vast land, 
this passion re mains. 1 


Ride the thoroughbreds of м» 


Saudia Pleet. М 





WITH SUCH A CLASSIC CUT AND LACQUERED BUTTONS 
II COULD ONLY BE THE DUNHILL BLAZER. 





Everything that carries the Dunhill name has to be the best of its kind. It has to have a lasting 
beauty and be both useful and dependable. To this end the skills of the finest craftsmen are used to work the 
finest cloths, the supplest leathers and rarest metals. Dunhill has become a hallmark not just of 
inherent British values but of quality the world over. 





The Dunhill Blazer. A rolled lapel is a sure indication of classic tailoring, while the design of 


the lacquered buttons adds that exclusive touch. In fact, the cut of this blazer is such that it can be worn comfortably 


on both formal or more casual occasions with total confidence. 
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BURMA 


The rise and fall of the communists 


This is the second article in a two-part feature by REVIEW contributor 
Bertil Lintner who, in October 1985, set off on a trek across the 
warzones of northern Burma. Lintner, his wife and their baby 
daughter covered 2,275 km in 18 months. 


CPB GUERILLA ZONES 


| }) ?« Major CPB bases 
Sagaing ‚> ; апа сатрз 


Division wf | Recent CPB attempts 
j to re-enter Central Burma 


CPB base area 


“ч CPB guerilla zones and CPB allies: 
(1) SSNLO (Shan State Nationalities Liberation Organisation): Pa-Os 
(2) KNLC (Kayan Newland Council): Kayans 
(3) Ka La La Ta (Karennis) 


H CPB territory recaptured by the Burmese Army in Jan.-Feb. 1987 
(Panghsai, Mong Paw, Man Hio, Khun Hai) 


T village of Mong Ko in Burm 
northeastern Shan state is a ru 
idyll, Ripening paddy undulates in t 
breeze that moves gently down thro 
the valley, and sleepy water buffal 
find respite from the mid-day hea 
pools of cooling mud. The quiet is.on 
occasionally broken by the chugg 
and clanging of tractors, which ply Б 
tween Mong Ko and Man Hai, а $ 
Chinese village just north of the str 
that divides the valley into Burme 
Chinese sectors. 09 

Mong Ko’s market, whicl 
five days a week, is also quiet, thougt 
few nearby video halls do a bris 
ness : showing Chinese ^ mart 
dramas and. Burmese love storie: 
an inscription on a cone-shaped 
crete monument that stands outside 
village school hints at the histo 
portance of the place: the date, 
January 1968, crowned by a red hat 
mer and sickle. 

Lee Kya-shan, an ethnic Chinese 
farmer from Mong Ko, vividly reme 
bers that day more than 19 years а; 
which changed the life of the vi 
and ushered in a new era of insurgi 
in Burma: “It was early in the m 
ing of New Year's Day, People w 
singing and dancing, when .we hea 
heavy gunfire from the local garrisc 
[Kachin rebel] Naw Seng coming bz 
some people said, while others shot 
‘No, it's a Red Chinese invasion." 

The garrison was overrun in 30 m 
utes and its commander lay. dead. 
villagers were soon after summoned 

ublic meeting, where Naw Seng, 

ad retreated into China from 
spot 18 years earlier, appeared 
plain the events of the дау. ^ 

Naw Seng had been a} 
nationalist, fighting for an inde 
state for his people, but now he had 
turned as military commander. 
strong force, guided by Than Sh 
Khin Maung Gyi and other leadi 
cadres of the Communist Party 
Burma (CPB). They had crosse 
border at night, heavily armed ani 
equipped, with the task of esta 
new CPB base area along the Si 
mese frontier. i 

With China at the time pledgi 


.out support for the- Burm 


munists, Naw Seng set up’a "wa 
west of the Salween River: code-n 
"303," which became part of 
master plan to take control-of bo 
ATRL 


The CPB line-up: page 2 








the CPB then held in central Burma. 


















































of the Irrawaddy River delta region, 
southwest of Rangoon; the Pegu Yoma 
mountains, just north of the capital; the 
Pinlebu area, in upper Sagaing Divi- 
sion; the mountain ranges of Arakan 
nd Tenasserim; the Pokaung range, 
west of Thayetmyo and Minbu, and the 
yawkku-Nawng  Long-Nawng Wu 
area in western Shan state. 
. The Chinese-dominated Kokang dis- 
rict, east of Mong Ko and the Salween, 
me the CPB's next target less than a 

after Naw Seng's comeback. With 
cal warlord Phung Kya-shin as mili- 

y commander, and Tin Yee, a CPB 
eteran who had also gone to China in 
951, as political commissar, com- 
unist troops entered Kokang on 5 
anuary 1968. Almost the entire area 
had. been taken over before the end of 
the year, becoming warzone 404. 
-Khun Hai and Man Hio, two small 
enclaves of Burmese territory north of 

:Shweli River, opposite Namkham 
and Muse, were penetrated by the CPB 
in February 1968 and completely taken 
r about six months later. These areas 
did not become parts of specific com- 
Ин! warzones, but served as CPB 

spring-boards in reaching the Shweli 
ey, west of Namkham, which be- 
ime warzone 202. 
«Some defectors from the Kachin In- 
dependence Army (KIA)' joined the 
B. in Kachin state and, with their 
elp, another warzone — 101 — was es- 
blished in the state's Kambaiti- 
lpimaw area, along the Chinese border 
n the north. 

Using the four warzones as base 
areas, the communists marched on to 






areas and link these up with strongholds 


These included: the Lemyethna area - 








conquer place after place. The. impor- 
tant market village of Mong Paw, west 
of Mong Ko, was captured on 21 March 
1970. On 28 March, the 22nd anniver- 
sary of Burma's communist uprising, 
the border town of Panghsai — also 
known as Kyukok — fell after a heavy 
two-day battle. 

Fierce fighting with the KIA in the 
hills surrounding Mong Paw halted the 
CPB's advance in that area, but the 
communist army rolled south from 
Kokang into the wild Wa Hills — at that 
time the home of head-hunters, rem- 
nant Chinese nationalist warlords and 
opium-trading chieftains. Mong Mau, 
the northern Wa Hills’ administrative 
centre, was captured on 1 May 1970. 
The CPB made a point of taking over 
places on dates important to the com- 
munist movement. 

The entire Wa Hills — except for the 
towns of Hopang and Panglong — were 
conquered by 1973. A headquarters for 
this new northeastern base area was set 
up at Panghsang, near the Chinese fron- 
tier, in April of the same year. 

Almost simultaneously, an area near 
the Lao border was captured and code- 
named warzone 815, after the CPB's 15 
August 1939 founding date. Warzone 
815 forces soon pushed west, making an 
alliance with Khun Myint, a local Shan 
resistance leader in the Mong Yang 
area, northwest of Kengtung. 


Rangoon's initiative 

Khun Myint's forces were converted 
into the predominantly Shan 768th 
Brigade of the CPB People's Army and 
the whole area, from the Mekong River 
up to Panghsai, came under firm com- 
munist control — six years after Naw 
Seng and his men had first entered 


































Mong Ko. Rangoon's sole footholds 
east of the Salween were Hopang and 
Panglong, and the village of Man Kang, 
opposite Tang-yang. 

The CPB's only major defeat during 

this period was suffered at Kunlong, on 
the Salween, near Hopang, where a 42- 
day battle was fought from November 
1971 to January 1972. The CPB failed to 
capture this strategic town and suffered 
heavy casualties due to its human-wave 
attack tactics against well entrenched 
government troops near a river cross- 
ing. 

Despite its win at Kunlong, the Bur- 
mese army recognised that it would not 
be possible — at that point at least — to 
push the CPB back in northeastern 
Shan state. Instead, Rangoon turned its 
attention to the much weaker CPB areas 
in central Burma. 

Communist as well as Karen insur- 
gents were forced to evacuate the Ir- 
rawaddy delta in 1970-71, and the Pin- 
lebu area was cleared of CPB influence 
by 1971-72. In early 1975, a major ope- 
ration was launched in the Pepu Yoma, 
still officially the CPB's headquarters. 
The Burmese army's crack 77 Division 
— the first in a series of special units set 
up to combat the communists and other 
insurgents — smashed the CPB's old 
bases in the Pegu Yoma and even man- 
aged to kill then party chairman Thakin 
Zin and his secretary, Thakin Chit, on 
15 March. 

The morale of the Burmese army 
was boosted — and then followed politi- 
cal changes in China, after the death of 
Chinese leader Mao Zedong in 1976, 
and a consequent reduction in Chinese 
aid to the CPB. Although still powerful, 
the CPB was clearly on the defensive. 
The scheme to link up the northeastern 
base area with the old strongholds in 
central Burma failed. Chinese arms 
reached only the Kyawkku-Nawng, Long- 
Nawng Wuareain western Shanstate „Or 
warzone 108, as it became known. 

The Burmese army’s first big coun- 
ter-offensive in the northeast was launch- 
ed on 19 November 1979. It managed 
to regain control of a large area known 
as Mawhpa, which is bordered by the 
Salween, Nam Hka and Nam Nge-hpok 
rivers. A forward base was established 
at Loi Hsia-Kao mountain, opposite 
Yawng Aw village, less than 30 km west 
of Panghsang (REVIEW, 14 Apr. '83). 

The year 1979 also saw heavy fight- 
ing in the Pokaung range, near Minbu, 
in Sagaing Division. During a general 
amnesty in 1980, the CPB’s Pokaung 
commander, Thet Tun, surrendered’ 
along with communist remnants in 


| nearby Arakan state. The CPB now had 


only its new areas іп the northeast, 
minus Mawhpa, plus a handful of 











stragglers who were still holding out in 
Tenasserim Division. 

No territorial changes occurred. be- 
tween 1980 and late 1986, when a CPB- 
led force with elements of the Kachin- 
| led National Democratic Front 






































took government positions at Mong 
Paw and Panghsai, but subsequently 
lost them and the Khun Hai and Man 
Hio enclaves in a counter-attack by 
Rangoon’s forces (REVIEW, 28 May). 
Rangoon's only gains in the early 1980s 
were a few new forward positions estab- 
lished near the Nam Loi River, facing 
the CPB's Warzone 815, in southeast- 
ern Shan state, but these remain sur- 
rounded by communist guerilla units. 


The communists regrou 

Today, the CPB controls à Po.000- 
km? area in northeastern Shan state and 
along the Chinese frontier in Kachin 
state. In addition, its troops move freely 
in areas the CPB calls its "guerilla 
zones," located along the Shweli, near 
Mong Kung and Lai-Hka in central 
Shan state, and in some isolated areas of 
Tenasserim Division. Approximately 
400,000 people live under CPB adminis- 
tration. 

The CPB's base areas were reor- 
ganised this year as part of a general 
shake-up of the CPB's civil and military 
structure. The old warzones and 
bureaux were consolidated into regions. 
The CPB’s new northern region — 
formerly the northern bureau, head- 

uartered at Mong Ko — comprises 
ormer warzones 101, 202 and 303, 
which now are called northern Kachin 
state district, northern Shan state dis- 
trict and Kutkai district, respectively. 

The communists’ new northeastern 
region encompasses Kokang, northern 
Wa, southern Wa and northern 
Kengtung districts, plus what the CPB 
calls “Panghsang special township,” its 
headquarters area. Former warzone 
815, west of the Mekong and north of 
the Nam Loi rivers, has become the 
Mekong river region. The CPB’s central 
bureau, near Lai-Hka and Mong Kung, 
has been renamed the central region. 

This correspondent recently visited 
most of the CPB’s new base areas in 
northeastern Shan state from Panghsai 
— now recaptured by government 
forces — and Mong Ko, down to the 
Mekong river region. 

Compared with the Kachin Indepen- 
dence Organisation (KIO), the KIA’s 
political wing, the CPB is more loosely 
organised and its civil administration in 
the areas it controls is considerably 
weaker. The basis of the CPB's “peo- 
ple-power" structure is an abundance of 
peasant unions comprising various vil- 
lage clusters. Local CPB administrators 
complain that the unions are not as ac- 

* tive and efficient as they once were. 

In KIO areas, local administrative 
offices are filled with busy staffers and 
hum with activity as steady streams of 
civilians come in to air grievances and 
offer solutions to local problems. In 
sharp contrast, most CPB offices were 
empty, with CPB administrators often 
unavailable. 

The KIO finances and runs five high 
schools, 10 middle schools and 119 pri- 








































mary schools. These are in addition to 
KIO support for more than 200 other 
schools, which are run by villagers. The 
CPB has no similar educational pro- 
ramme in its areas. There, schools are 
ew and far between and, barring a few 
exceptions, not run by the CPB but by 
villagers, Buddhist monks and, in the 
northern Wa Hills, by Baptist church 
workers. 

When asked about the r state of 
education in their areas of responsibil- 
ity, CPB officials said they lacked funds 
and had difficulties finding suitable 
teachers. They added that they are 
faced with a language problem; there 
are more than 20 different ethnic and 
nationality groups residing in CPB base 
areas. The CPB has also failed to im- 
prove significantly health care or even 
the general standard of living in most of 
the areas it controls. 

Aside from its financial problems, 
the CPB's neglect in administering its 
northeastern base areas is related to its 

eneral attitude towards the region. 

nlike the Kachins and other ethnic 
minority rebels, who seek autonomy 
from Rangoon for their own people in 
northern Burma, the CPB views their 
northern base areas only as 
springboards from which to spread their 
influence and control throughout the 
country. Hence, drafting recruits ap- 
pears to be the CPB's main preoccupa- 
tion in the northeast. 


A failed strike south 

CPB attempts to re-enter central 
Burma have failed. Its first major effort 
was launched in early 1981, when party 
veteran Bo Kyaw Moe, weary of the 
CPB's confinement in the Sino-Bur- 
mese border areas, established “Force 
180," with which he tried to regain a 
foothold in the Pinlebu area of northern 
Sagaing Division. The force did manage 
to reach Pinlebu, but was wiped out by 
government troops there. Bo Kyaw 
Moe was killed in the fighting. 

A second attempt was made in Feb- 
ruary 1983 by a new unit, called “Force 
102." Guided by the KIA, it came down 
from the CPB's then warzone 101 area 
of the Kambaiti-Hpimaw area in Kachin 
state and moved on towards Sagaing 
Division. But it was detected by govern- 
ment forces before it reached its goal 
and the unit was forced to retreat to 


Mong Ko in 1985. Only a small group of 


18 soldiers ventured further down to Sa- 
gaing Division, where it was chased by 
government troops and had to retreat 
westwards across the Chindwin River. 
For the moment, there seems to be 
little prospect of the CPB's re-establish- 
ing a foothold in central Burma. Even 
the present peace at Mong Ko may not 
last long — the Burmese army, follow- 
ing the capture of Panghsai and Mong 
Paw, is only four hours away on foot, 
consolidating its new positions and, pre- 
sumably, preparing for a new push east- 
wards. п 

























INTERVIEW 


A product of 
moneylending | 


hakin Ba Thein Tin, 73, the CPB’s 

chairman since 1975, ranks among 
the most senior veterans of Southeast 
Asia’s communist movement. He was 
born in 1914 in Tavoy, southeastern 
Burma, the son of a Chinese petty 
trader and an ethnic Burman mother. 
He attended primary and secondary 
school, passing his matriculation exam 
in 1931 and gaining admittance to Ran- 
goon University. However, he was un- 
able to further his studies because his 
debt-ridden father could not afford uni- 
versity fees. 

The CPB leader told the REVIEW 
that it was this disappointment that first 
made him question the fairness of the 
colonial system then in force and the au- 
thority of Burma’s powerful and ruth- 
less money-lenders. Before long, he 
drifted into leftwing nationalist politics. 
He became a full-time worker for the 
Dobama Asiayone, or the Thakin Party, 
in 1938 and then joined the CPB only a 
few months after its founding on 15 Au- 
gust 1939. 

After participating in the anti-Japan- 
ese struggle in 1945 in his native Tavoy- 
Mergui area, he was elected to the 
CPB’s central committee in December 
tn same year and to the politburo in 
1946. 








































































He represented the CPB at the 1947 
British Empire Communist Parties 
Conference in London and, in February 
1948 went to Calcutta together with 
then party chairman Thakin Than Tun 
to attend the second congress of the 
Communist Party of India. 

Many historians believe that the 










































































А сот е oth 
ths after Burma’s independence — 


olely the CPB's and unrelated to - 


« Simultaneous in 


. Despite the un- 
спите in Peking, 


ёп Vietnamese Com- 
ader: Ho. Chi Minh. 
acquaintances in the region in- 
ed Chin Peng, then chairman of the 
ymmunist Party of Malaya, and com- 
unist leaders from Thailand, In- 
пе а and India. : 

The split іп the mid-1960s within the 
lernational . communist | movement 
ought much of Thakin Ba Thein Tin's 
avelling to a halt. His efforts then 
urned to launching «a. full-scale, 
i backed insurrection in Burma. 
is believed to have been instru- 
in the CPB’s 1968 ‘push from 
à into northeastern Shan state. Fol- 
lowing the death of Thakin.Zin on 15 
March 1975. in the Pegu Yoma moun- 
ns, he became CPB chairman. 
‘Thakin Ba Thein Tin visited the 
B's northeastern base area several 
es since itwas created in 1968 and re- 
ned to Burma permanently in 1978. 
ince then he has stayed at the CPB's 
nghsang headquarters; where he dis- 
ssed the alliance formed recently be- 
(n the CPB and the Kachin-led Na- 
al Democratic Front (NDF) in his 
t ever press interview. Excerpts fol- 


Other rebel groups in: Burma have ac- 
cused: your party of insisting on sole 
dership in previously pro unit- 
fronts. Is that still your policy? 
-T believe that the victory of our rev- 
tion can only be achieved under the 
dership of a party which has adopted 
ne that is in accordance with the con- 
te situation of this country. But a po- 
1 party can gain leadership only by 
howing in practice that it is worthy of it. 
emanding leadership is nonsense — it 
ljust divide our unity. 
Ви the question of leadership is also 
class question. If the reactionary rul- 
ng class gets the leadership, the strug- 
le will take a wrong turn. Which class 
hall lead the revolution? That is the 
iuestion. 


ро you see the Cambodian resistance 
coalition as a model for your struggle 














our recent alliance with non- | 


+ 






fundamental differences between the 
situation їп Cambodia and that in 
Burma. Cambodia. is. occupied Бу 
160,000 Vietnamese troops, backed by 
the Soviet Union. 

Burma is an independent country. 
The CPB and other revolutionary forces 
аге waging a protracted revolutionary 
war against the reactionary civil war 
‘waged by successive reactionary gov- 
ernments, including the present military 
regime. > 


How would you like to see the CPB and 
the NDF cooperate? How should this 
cooperation he carried out in practice? 

We decided during the Panghsang 
meeting that all our forces should be 
combined against the common enemy. 
Wherever and whenever possible, we 
favour joint operations and, when that 
is not possible, at.least synchronised at- 
tacks on the government's forces. 

We are far away from the KNU 
[Karen National Union] so we can't 
send down troops and help them. But 
joint operations have been carried out 
with the SSA [Shan State Army], KIA 
{Kachin Independence Army] and 
PSLA [Palaung State Liberation 
Army]. If we fight together, many re- 
maining problems can be solved. 


What kind of problems do you foresee? 
The alliance will have its zigs and 
zags. But we are certain the difficulties 
can be overcome. Some minority 
roups consider the CPB a Burman 
Burma’s majority ethnic group] organi- 
sation. We are the “red Burmans,” as 
opposed to Ne Win's “white Burmans,” 
But our party is a class organisation, 
not a national grouping. It is our duty — 
and difficulty — to explain this to the 
minority groups. We have no communal 
feelings and besides, most of our party 
members are not Burmans but Was, 
Kachins, Chinese, Pa-Os, Shans and so 
on, Our first party chairman, Thakin 
Than Tun, wasa Mon. Thakin Zin was 
partly Pa-O. And as for myself, I’m a 
Tavoyan. 


What kind of system would you like to 
have if the NDI-CPB alliance manages 
to overthrow the Rangoon govern- 
ment? Would the CPB accept a role 
similar to that of the communist parti. 
in Western Europe, India and apan? 
Or a one-party system? 

We oppose the one-party. dictator- 
ship of the [ruling] Burma Socialist Pro- 
gramme Party [BSPP]. We want to 
build a new Burma, uniting all the 
nationalities of the country on the basis 
of equality and solidarity. 

The parties which have participated 
in the overthrow of the military regime 
shall make up the government. There- 
fore, it must be different from West 



















india or Japan. In China, the 
communist party cooperates with many 


other political parties — so also in Po- 


land and East Germany. We want that 
kind of multi-party system. 


How would you characterise your pre- 
sent. relationship with China? If it has 
changed over the past decade, wliy is 
that so? | 

We maintain a normal, fraternal re- 
lationship with the Communist Party of 
China [CPC]. That is to say, it is based 
on Marxism-Leninism, Mao Zedong 
thought and proletarian inter- 


| nationalism. We adhere to. the four 


principles of independence, compléte 
equality, mutual respect and non-inter- 
ference in each other’s affairs. 

The solidarity between the CPB and 
the CPC has been forged and developed 
over decades. We firmly believe that no 
reactionary forces can undermine this 
time-tested solidarity. 

Some say that Marxism is.out of 
date and times have changed. We agree 
that times have changed, but Marxism 
still remains a powerful force. The 
essence of Marxism-Leninism—Mao 
Zedong thought is still valid. It’s a 
guide to action which has to be integrat- 
ed with the concrete situation of our. 
revolution. sa 
Rumours have жа circulating about: 
disagreements within your party regard- 
ing its relations with China and your 
anti-Soviet stand. Are there any pro- 
Soviet sentiments in the CPB? 

Frankly speaking, there..are indi- 
viduals within the party who harbour 
such sentiments: They dislike China be- 
cause of the recent changes there and 
they say [Soviet leader Mikhail] Gor- 
bachov is a progressive man, not like 

former Soviet leaders] Khrushchev, 
rezhnev or Andropov. 

But so far, our central conimittee has 
been able to control such sentiments. 
The ideology of our party is Marxism- 
Leninism-Mao Zedong thought. And 
up till now, we have seen nothing pro- 
gressive in Moscow’s policies. 

The Soviets are still occupying Af- 
ghanistan, supporting Vietnam’s ag- 

ression against Cambodia and deploy- 
ing lots of troops along China's northern 
border. If Gorbachov changes the 
Soviet policy on these three points, then 
we can say that he is progressive. 


Does she CPB maintain relations Aia 
any. other communist party apart from 
the CPC? E 
In the past, we had connections with 
many other parties, especially .from 
Thailand; Malaya, North Kalimantan, 
the Philippines and Indonesia: Ted Hill, 
former chairman: of. the: Communist 
Party of Australia [Marxist-Leninist], 
was a tlose friend while I stayed-in 
China. We wrote many joint. state- 
ments against Soviet revisionism in the 











Many comrades from the PKI [Com- 
munist Party of Indonesia] came to 
Panghsang in 1975, including [former 
PKI chairman] D. T. Aidit’s two 
daughters. They left during the period 
1977-80. Thai comrades [from the Com- 
munist Party of Thailand] stayed here 
until 1983, when we escorted them back 
to Thailand. 

We had all these contacts during the 
ena 1967-76. Now, we need more re- 
ations with other Marxist-Leninist par- 
ties again. 


Leftwing circles in the West talk about 
the crisis of Marxism because of recent 


liberal shifts in China, Vietnam 
and r communist countries. Has 
this crisis affected your party also? 


On the whole, it has not affected our 
party. The 12th congress of the CPC 
analysed Mao Zedong’s role in history. 
They said his positive contributions 
were more important than his 
shortcomings. This is quite correct. And 
China's economy was not so good — it 
had to change. 

Like [during] the new economic po- 
licy in the Soviet Union under 
Lenin, now when China is open- 
ing its doors to the outside 
world, there'll be an influx 
of capital investment — and 
of decadent bourgeois habits 
and ideas. But still, 90% of 
China's enterprises are owned 
by the state, collectives and 
cooperatives, so no fundamental 
change has taken place. If the 
new Chinese economic policies 
are successful it's good for us, 
too. A good lesson to learn 
from. 


The government in Rangoon has 
accused your party of being in- 
volved in the opium trade. Is this 
true? Western diplomats in Ran- 
goon and Bangkok say the drug 

usiness has overtaken ideology 
in the CPB. Is that true? Are 
you becoming warlords as these 
diplomats also claim? 

These exaggerations and ac- 
cusations are vain attempts to 
discredit our revolution. Of 
course, there may be some indi- 
viduals who are acting on their 
own, but our party has never been in- 
volved in the drug trade. 

When the military government 
claims this, it’s like the thief who is cry- 

* ing “stop the thief." You can draw your 
own conclusions from the fact that a 
[Burmese army] colonel has the right to 
travel by special train carriages which 
are not subject to inspection by the 
police or the excise department. 

As for Western diplomats who claim 
that business has overtaken ideology, 
it's the best joke I have heard in many 
years. The CPB will never exchange its 
ideology and principles for all the gold 
in the world. — Bertil Lintner 


Ц ie 


Tax revenue from opium 
helps finance the party 


О pium, the CPB says, is a problem it 
inherited when it took control of 
the poppy-growing areas in Kokang and 
the Wa Hills between 1968 and 1973. It 
is uncertain when poppies were first in- 
troduced to these areas, but most prob- 
ably they were imported from China's 
neighbouring Yunnan province in the 
19th century, when the opium trade was 
thriving in China. 

Kokang — where 90% of the popula- 
tion is ethnic Chinese — became an im- 
portant centre for both poppy cultiva- 
tion and the opium trade. The business 
was permitted during British rule and 
taxed by the colonial authorities, but it 
was strictly regulated under Burma’s 
1923 Opium Act. 

Opium was banned after Burma 
gained independence in 1948, but Ran- 

oon’s writ hardly extended beyond the 
alween River, where remnants of 





China’s defeated nationalists, the 
Kuomintang (KMT), were seeking ref- 
uge from the victorious communists. 

e KMT set up its own fiefdoms along 
the Chinese border and enlisted the sup- 
port of local warlords. 

The KMT's main base at Long- 
htangchai, in Kokang, comprised about 
1,000 troops in the early 1950s. Other 
camps were built at Motai, in northeast- 
ern Kokang, at Mong Long, near Mong 
Ko, and at Mong Mau, Man Hpang and 
Pangyang in the Wa Hills. The KMT 
sold opium in Thailand to finance raids 
across the border into China and to 
meet other KMT needs. 





The Chinese-sponsored CPB push 
into Burma in 1 secured the border 
area for China by ending the KMT's 
cross-border raids, but the opium prob- 
lem remained. The CPB tried to wean 
the area of poppy cultivation and opium 
production by introducing varieties of 
Chinese wheat as substitute crops. But 
few among the hill-tribe population 
knew how to prepare the new crops, 
eating it like rice and developing 
stomach problems. 

Terraced paddy fields were also in- 
troduced, with varying degrees of suc- 
cess. A major problem in Kokang and 
the Wa Hills is a shortage of water, 
making wet-rice paddy cultivation dif- 
ficult. As a result, most people stuck to 
their traditional crops: corn during the 
rainy season and poppies when the wea- 
ther turned dry. 

The CPB's crop-substitution efforts 
ended in 1976, after an invasion of rats 
in the southern Wa Hills which wiped 
out much of the area's crops. The CPB 
assisted famine victims by distributing 
60,000 Indian silver rupees, minted in 
colonial days, and 1,600 kg of opium — 
the two traditional hard currencies of 
the Wa Hills. When the crisis was over 
many families reverted to growing pop- 
pies, which are less vulnerable to pests 
than the substitute crops. 

Then, in the late 1970s, Peking cut its 
aid to the CPB as part of an overall po- 
licy to improve relations with recog- 
nised Southeast Asian governments. 
Another blow to the CPB's financing 
followed in 1980, when Peking's new 
open-door trade policy began to effect 
the Sino-Burmese frontier area. Until 
then, the CPB controlled most of the 
cross-border trade of Chinese consumer 
goods, reselling the goods to black-mar- 

eteers from government-controlled 
areas in Burma proper. 

Panghsai had been the main transit 
point for Chinese consumer products 
exported to Burma. But today, there 
are about 70 unofficially approved 
“gates” along the border through which 
Chinese goods flow into the country. In 
March 1986, Peking's official Xinhua 
newsagency said the total value of the 
annual cross-border trade amounted to 
Rmb 260 million (US$70 million). Most 
of the trade is carried out by individuals 


‘who pay only a 4% “tax” to the CPB in 


its areas of control. Chinese goods also 
find their way through territory con- 
trolled by Kachin rebels operating 
further north. 

Opium, the only cash crop in CPB- 
dominated areas except for tea in 
Kokang, has become increasingly im- 
portant as a source of income for civi- 
lians, cadres and the party itself. It is 
often said that business has overtaken 










7 gy in the CPB because of the 
көз involvement їп the opium trade. 
. This may be correct among some indi- 
| viduals, but the CPB remains an 
| ideologically 
| Leninist party which, however, has 
| found itself in the embarrassing position 
| ofhaving to finance its activities by trad- 
| ingin opium. 
| | TheCPB's policy is to collect 20% of 
| the opium harvested in its areas of con- 
| trol. The opium is stockpiled at local 
| district offices, where the CPB's "trade 
| and commerce departments" sell it to 
| traders from Tang-yan, Nawng Leng, 
ashio and other opium-trading centres 

est of the Salween. In addition, there 
is a 10% “trade tax" on opium that is 
| sold in the local markets and a 5% tax 
| 7 
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d September 1941, Aye A Ngwe, a 
| Byoung intellectual, walked across the 
| border bridge between Kyukok and 
| Wanting, where the Burma Road cross- 

es into China. War was raging in China 
| between Chiang Kai-shek's nationalist 
| forces and the Japanese. There was 
| steady truck traffic carrying supplies to 
| the nationalists from the Allies. But the 
L 
[4 


young man was on a different mission: 


he was the CPB’s first emis to 
| China, seeking aid from Chinese Com- 
типтїї Party (CCP) leader Мао 


| Zedong. 

| However, the mission achieved little 
_| more than establishing a modest liaison 
| between the Burmese and Chinese com- 
| munists. It was not until after the 
| Chinese communist victory in 1949 that 
| Burmese cadres began travelling to 
| China for ideological and military train- 
| ing. The first group of about 30 CPB 
| members, led by one Aung Gyi, went to 
| China in 1951. They were followed in 
| 1953 by two more groups, bringing the 
| total of CPB cadres in China to 143. 

| | The CPB’s then vice-chairman (now 
_| chairman), Thakin Ba Thein Tin, 
reached Tengchong in China’s Yunnan 
_ | province in May 1953 after an arduous 
| gerens journey by elephant and on 


| 


surrection in 1948. Later, he was joined 
in China by politburo member Thakin 
à Than Myine and Thakin Bo, a senior 
| CPB central committee member. 
it The Burmese comrades attended 
.| studies in Marxism-Leninism at Pe- 
.| king's higher party school. Five promis- 
| ing younger cadres were selected to 
| further their studies in Moscow in 1957. 
Y These included Khin Maung Gyi (now 


у] 


Peking's support continues 
| butata much reduced rate 


on any quantity of opium leaving the 
CPB's area for other destinations. 

The funds derived from these 
sources are viewed as legitimate, but 
ranking CPB officials concede that 
some local cadres' involvement in the 
opium business goes beyond tax collec- 
tion. Most party workers receive a sal- 
ary of only Kyats 50 (US$7.75) or less 
each month, and many supplement 
their incomes with private business. 
While some act as middlemen in the 
opium trade or organise their own 
opium convoys to the Thai border, 
others buy and sell consumer goods 
from China. 

Some local CPB commanders have 
become involved in transforming opium 
into No. 2 heroin, a yellow-pinkish or 


central committee sec- 
retary), an intellectual 
from Rangoon who had 
been active in the Left- 
leaning All-Burma Stu- 
dents' Union. 

Meanwhile, in a 
separate and unrelated 
development, a few 
hundred Kachin na- 
tionalist rebels led by 
World War II hero Naw 
Seng — twice awarded 
the Burma Gallantry 
Medal in the fight 
against the Japanese — 
entered China in May 
1950. Naw  Seng's 
Kachins had been un- 
able to withstand moun- 
ting Burmese army 
pressure on their Mong 
Ko stronghold in north- 
eastern Shan state. 
Naw Seng's followers remained in 
China's Guizhou province, where they 
received ideological training and settled 
down as ordinary citizens — working on 
farms and in mines and factories. 


Sino-Burmese ties sour 

Relations between Peking and Ran- 

oon were friendly while Nu was 

urma's prime minister. But relations 
soured quickly when Gen. Ne Win 
seized power in a 1962 coup. Peking, 
long wary of the ambitious and some- 
times unpredictable general, decided to 
support openly the CPB soon after the 
military takeover. 

A massacre of students — many of 
whom were CPB sympathisers — after 
the coup may also have prompted the 
Chinese to step up their support. For 
the first time, the CPB began publishing 
printed statements from Peking, de- 
nouncing the new military regime. 





brownish powder that can be further re- 
fined into the, more lucrative No. 4 he- 
roin. This has caused clashes between 
CPB commanders and competing 
opium gangs. 

There have been claims by Western 
diplomats in Bangkok that acetic 
anhydrine, a chemical used in refining 
opium derivates into No. 4 heroin, is 
smuggled into Burma from China. 
However, this correspondent found no 
evidence to support such claims. Only 
No. 2 heroin appears to be available in 
the area — the purest form of heroin 
that can be produced without acetic 
anhydrine. 

Shortly after its third party congress 
in 1985, the CPB leadership decided to 
take stern measures against private 


Ne Win set up peace talks, which 
were conducted between June and 
November 1963 and provided the 
CPB with an opportunity to re- 
establish direct contact between 
its expatriates in China 
and its “people’s army” 
in Burma’s hills and 
jungles. Twenty-nine 
party veterans returned 
to Rangoon from Pe- 
king in 1963, purport- 
edly to participate in 
the peace talks. 

Among the “Peking 
Returnees,” as they 
came to be known, 
were A al Thakin 
Bo and Bo Zeya — 
and Thakin Ba Thein 
Tin, who did not offi- 
cially take part in 
d talks but seized 
the opportunity to 
visit the CPB's е. 
quarters іп the Pe 
Yoma, bringing with 
him wireless transmit- 
ters and other aid from 
China. 

Thakin Ba Thein Tin and another of 
the 29 Peking Returnees went back to 
China after the peace talks broke down 
in November, but the other 27 returnees 
stayed in Burma where they assumed de 
facto leadership of the party at home. At 
about the same time, Naw Seng’s Kachins 
were introduced to the CPB in China. 

Khin Maung Gyi returned to Peking 
from Moscow at the end of 1963. A 
“leading group of five” —led by Thakin 
Ba Thein Tin with Khin Maung Gyi 
working as his personal secretary — was 
set up in the Chinese capital to coordi- 
nate the party’s activities. The group 
formed the nucleus of the new CPB, 
which was to emerge in 1968 when the 
CPB’s northeastern base area was es- 
tablished. 

_In the 1960s, the CPB openly sided 
with China in its ideological dispute 
with the Soviet Union. The party said in 
an Official statement then: 
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opium trading, the manufacture of No. 2 
heroin and other illegal activities in 
which local cadres had become in- 
volved. In directives on the subject, the 
CPB said any party member found to be 
involved in opium trading would face 
severe punishment and anyone caught 
with 2 kg or more of No.2 heroin, or No. 
4 brought back from the Thai border, 
would face execution. 

There are signs that some party lead- 
ers are trying to enforce the directives, 
which were emphasised by making them 
an important element of the party’s 
1987 rectification campaign. Party 
agents have been sent to check up on 
local cadres and report any wrong-do- 
ings to the centre. 

If strictly enforced, the policy could 


is struggling against revisionism or 
rightwing opportunism as the main 
danger in the international communist 
movement and inside our party.” 


Kindred Red Guard spirits 

Internationally, the CPB stance was 
reflected in its fierce, verbal attacks on 
the “Khrushchev revisionists” and at 
home, in the Pegu Yoma, bloody 
puse: The Peking Returnees, inspired 

y China's Cultural Revolution and 
ugs by itsown young Red Guards 
in the region staged grisly mass trials in 
which many party veterans and youn 
intellectuals were publicly humiliate 
and executed. Yebaw Htay, who had 
led the CPB's delegation to the 1963 
Rangoon peace talks, was branded 
“Burma’s Deng Xiaoping” and shot. 
H. N. Goshal, a senior party member of 
Indian origin denounced as “Burma’s 
Liu Shaoqi,” was also executed. 

The CPB purges, which paralleled 
China’s, apparently impressed Peking. 
In 1968, a year after anti-Chinese riots 
in Rangoon, all-out Chinese support for 
the CPB’s armed struggle began. Ne 
Win was denounced by the Chinese as a 
“fascist,” and the Burmese Embassy in 
Peking was beleaguered by thousands 
of Chinese Red Guards who shouted 
anti-Rangoon slogans. 

The c eg unaware of what was 
being planned in China, sent their first 
delegation to Peking in late 1967 under 
the banner of the Kachin Independence 
Organisation (KIO). The KIO hoped to 
exploit the rapidly deteriorating rela- 
tions between Rangoon and Peking. 
I" were promised aid and introduced 
to Naw Seng and Thakin Ba Thein Tin. 
On 1 January 1968, however, while the 
KIO leaders were still in China, Naw 
Seng and his troops entered Mong Ko 
— an area in which the Kachin rebels 
had been active since 1961. 

The aid China had pledged to the 
KIO never materialised, and fighting 
soon broke out between the Kachin In- 
dependence Army (KIA), the KIO's 
military wing, and CPB forces. The 
fighting lasted for eight years, with the 


create serious conflicts between the 
CPB's ideologically motivated top 
leadership and the party's many local 
cadres and military officers, who are 
benefiting from the drug trade. This 
puts the whole feasibility of the cam- 
paign into question, and most local ob- 
servers believe it likely that the cam- 
paign will eventually be abandoned to 
prevent a split in the party. 

e CPB's anti-drug campaign may 
have been due to pressure from China. 
When the party's forces cleared the bor- 
der areas of KMT troops between 1968 
and 1973, China was grateful — but a 
spillover of drugs from the CPB's areas 
into China has not been appreciated. In 
Kokang or the Wa Hills, 1.6 kg of raw 
opium costs Kyats 2,500-3,000, but the 


KIO stubbornly refusing truce offers in 
exchange for recognition of CPB politi- 
cal leadership. It was not until 1976 that 
the CPB finally accepted an equal 
partnership with the Kachins and peace 
between the two was restored. 

During this period, the CPB re- 
ceived massive Chinese support, includ- 


same amount can fetch the equivalentof | 


Kyats 6-7,000 in Yunnan and more in 
Peking or Shanghai. Some CPB mem- 
bers are reported to have sold opium 
across the Chinese border, undeterred 
by China's mandatory death sentence 
for trading in narcotics. 

Dru 
tage of China's open-door policy to 
transship heroin retined near the Thai- 
Burmese border through China to 
Hongkong. In August 1986, a Thai and 
a Hongkong Chinese were arrested in 
Kunming with nearly 23 kg of heroin. 
Both were tried and executed early this 
year. Although there was no proof of 
CPB involvement in the case, the drugs 
must have passed through its areas. 

— Bertil Lintner 


Chinese aid to the party. However, à 
turning point came in April 1976, when 


China's radical Left reasserted itself | - 


temporarily and ousted Deng. While 
other pro-Chinese communist parties in 
Southeast Asia generally refrained from 
commenting on the CCP's internal 


traffickers have taken advan- 
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pomer struggles, the CPB spoke out | 
o 


udly — much to its chagrin later 
on. 

“The revisionist clique [with which 
Deng was linked] headed by Liu Shaoqi 
has been defeated," the CPB stated in a 
congratulatory message to the 55th an- 
niversary of the. CCP in June 1976. It 
went on: “The movement to repulse the 
Right deviationist attempt at reversing 


W | correct verdicts, and the decision of the 





ing very from anti-aircraft guns to 


sewing needles. Even Chinese army 
personnel and individual “volunteers” 
came across to fight alongside the CPB. 
The Chinese poured more aid into the 
CPB effort than any other communist 
movement outside of Indochina. 


A Falling out among comrades 
For historical and geopolitical 


reasons, the CCP had closer relations 
with the CPB than with other com- 
munist parties in the region. Asa result, 
the CPB became involved in CCP inter- 
nal affairs which, in the long run, 
proved more a liability than an asset. 
Deng’s return to the political scene 
in China in 1973 may have been cause 
for concern within the radicalised CPB, 
but it did not immediately affect 


Central Committee of the CCP on mea- 
sures taken against the rightist chief- 
tain Deng Xiaoping are in full accord 
with Marxism-Leninism, Mao Zedong 
thought.” 

In a second message, mourning 
Mao’s death in September 1976, the 


CPB reiterated its condemnation of | 


Deng and hailed “the People’s Republic 
of China — the reliable bulwark of the 
world proletarian revolution.” 

The CPB had reason to re-evaluate 
the reliability of that bulwark the fol- 
lowing year when Deng re-assumed 
power The CPB fell silent, and the Pe- 

ing Review and other official Chinese 
publications — which previously had 
published battle news and CPB docu- 
ments — ceased all mention of the “rev- 
olutionary struggle in Burma.” 

The Burmese Government qag 
and shrewdly exploited the rift by le 
ing its good offices to China in Cam- 
bodia, which by then had become the 
focus of intense Chinese interest as con- 
cern in Peking increased over Vietnam’s 
designs on its Indochinese neighbour. In 
December 1977, Ne Win became the 
first foreign head of state to visit Phnom 
Penh after the Khmer Rouge, led by Pol 
Pon seized power from Lon Nol in 
1975. 


The Chinese were no doubt behind 
the unusual visit, hoping to draw the 


Khmer Rouge — whose harsh policies |ы 
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led to the deaths of hundreds of 
thousands of Cambodians — out of dip- 
lomatic isolation. Ne Win played along, 
for his part hoping that Peking would re- 
duce further its support for the CPB. He 
was not disappointed: In 1978. the 
CPB’s entire China-based central office 
was forced to return to Burma. Even the 
CPB's clandestine broadcasting station, 
based in Yunnan since 1972, had to 
move to party headquarters in Pang- 
hsang. Direct Chinese aid to the CPB 

_ was also reduced further. 
Faced with the new situation, the 
CPB Central Committee met at Pang- 
 hsang between November 1978 and 
- June 1979. The party's 40th anniversary 
on 15 August 1979 was subdued. In a 
lengthy speech, Thakin Ba Thein Tin 
said the party must be "self-reliant" 
and, without being specific, said the 


_ | CPB “had made many mistakes" during 


its 40-year-long history. In other party 
announcements, non-interference was 
ared as a major aspect of the CPB's 
. relations with fraternal communist par- 
| ties. 
Rangoon smiles at Peking 
Meanwhile, Rangoon was seeking to 


| build on its initial success in improving 
| ties with Peking. In September 1979, 


| Burma left the non-aligned movement 


| — a body shunned by China — at its 
Havana conference to protest against 
Cuba’s assuming the chairmanship and 
its decision not to let the anti- Vietnam- 
ese Democratic Kampuchea coalition 
| represent Cambodia. The tripartite 
| coalition’s strongest member is the 
- Chinese-backed Khmer Rouge, which 
_ | was ousted by Vietnamese invaders in 
| early 1979 and replaced by a regime 
friendly to Hanoi. 
. . San Yu, now Burma's head of state 
but then Burmese council of state sec- 
retary, said in a report to parliament 
na- 
tion has the inalienable right to freely 
choose its political, economic, social 
and cultural system without interfer- 
ence in any form by another state . . . 
Burma strongly stands for the solution 
of problems by peaceful means rather 
than resorting to threats or use of 
force." 

San Yu's remarks were made with a 
vague reference to Vietnam's 25 De- 
cember 1978 invasion of Cambodia, but 
they were also interpreted as a signal to 
Peking that Rangoon disapproved of its 
continued support for the CPB — how- 
ever limited it may have become. The 
remarks were also viewed as a signal 
that Rangoon was willing to seek a poli- 
tical solution to Burma's problems. 

The following year, Rangoon an- 
nounced a general amnesty for rebels 
and other dissidents. Only the non-com- 
munist ethnic Burman opposition 
abroad responded positively to the 
offer, but peace talks were held with the 
Ja KIO and the CPB after the amnesty 
M^ period had expired. 


The KIO held several rounds of talks 
with the Burmese Government, both on 
home ground in Kachin state and in 
Rangoon, between August 1980 and 
May 1981 (REVIEW, 18 Aug. '83). Dur- 
ing the nine months of talks, while a 
truce was in effect between KIO and 

overnment forces, thousands of 

achin rebel soldiers came down from 
the hills to the towns to be with their 
families and friends — and to play soc- 
cer with Rangoon's troops. 

KIO chairman Brang Seng and his 
colleagues, while in Rangoon for the 
peace talks, appeared one Sunday 
morning at Judson Baptist Church. 
Startled Kachin friends from the capi- 
tal, who were attending the service, 
asked what he was doing in the capital, 
and the KIO leader revealed to the en- 
tire church that he and his colleagues 
had come to Rangoon to negotiate 
peace and that the KIA was willing to 
lay down its arms if the government 
granted autonomy to Kachin state. 

Sullen agents from Burma's military 
intelligence service could only stand by 
helplessly and watch the church service 
turn into a prayer meet- 
ing for the KIO and its 
peace mission. Similar 
scenes were repeated in 
Myitkyina in the far 
north, where Kachin 
rebel leaders attended 
church services and vis- 
ited schools and private 
homes. 

A Kachin told the 
REVIEW: “Rangoon’s in- 
tention was to keep the 
talks secret, but the KIO 
turned them into a public 
event. Once the wheels 
were spinning, it was too 
late for Rangoon to stop 
them. Everybody be- 
came involved. The KIO 
received daily bags of 
mail with suggestions, 
criticism and other com- 
ments on the peace 
talks." 

ERE the peace talks, the KIO said 
it was willing to accept Burma's one- 
party system and "the Burmese way to 
socialism," but it would never com- 
posue its demand of autonomy. The 

IO's concessions did not reflect any 
real approval of Rangoon's policies but 
rather appeared designed to show the 
Kachins — and perhaps China — that it 
was the government, not the KIO, 
which was inflexible and unreasonable. 
Rangoon's counter-proposal strengthen- 
ed that impression. The rebels were of- 
fered "rehabilitation" only — no politi- 
cal concessions. 


Peace talks collapse 
The peace talks broke down, but the 
KIO scored a significant political vic- 
tory, winning the respect and admira- 
tion of Peking. In contrast, talks in May 





1981 between government officials and 
the communists lasted only one day. A 
three-man CPB delegation, led by party 
vice-chairman Thakin Pe Tint, met gov- 
ernment representatives in Lashio and 
demanded recognition of the CPB as a 
political party and the right to maintain 
its army and its control over “the liber- 
ated area" along the Chinese border. 
Apparently finding no room to 
negotiate, the Burmese officials ended 
the talks without further discussion. 

Although the Chinese never com- 
mented officially on the peace efforts, it 
appears they were not pleased with 
what they viewed as Rangoon's intransi- 
pee The CPB's demands may have 

en unrealistic but the KIO's more 
flexible approach left room for com- 
promise, and Peking was reported to 
have been annoyed that Rangoon had let 
this opportunity slip through its fingers. 

There are indications that Peking 
began moving closer to the KIO from 
this point — perhaps in part because 
of the Kachins' apparent willingness 
to negotiate a political settlement. 
The Chinese authorities are also known 
to have congratulated 
the KIO on its success 
in uniting the various 
rebel groups in Burma, 
something the CPB has 
failed time and again to 
do. 

Chinese commercial 
interests in Kachin-con- 
trolled areas may also ex- 
plain in part the warming 
of ties between Peking 
and the KIO. Stimulated 
by China's current ex- 
port drive, China's jade- 
carving industry is thriv- 
ing, and there has been a 
consequent increase in 
demand for supplies of 
jade from mines in 

achin state. 

Meanwhile, relations 
with the CPB remain 
stagnant. Aid to the CPB 
was never terminated, 
but it has continued on a much reduced 
scale. Assistance may no longer include 
arms, which the CPB already has in 
abundance, but financial aid on a party- 
to-party basis as well as limited quan- 
tities of ammunition have been con- 
tinued. 

Officially, Rangoon and Peking 
maintain normal and friendly relations. 
There are several Chinese aid projects , 
in Burma and frequent state visits by 
dignitaries of both countries. However, 
friction remains over Chinese aid to 
Burma's insurgents. Recently, Burma's 
ambassador to Peking privately criti- 
cised the Chinese for "continuous sup- 
port for the insurgents." Peking re- 
torted that Rangoon should settle its in- 
ternal pow by peaceful means, 
rather than pursuing an elusive military 
solution. — Bertil Lintner 


NOT TOO BIG. NOT TOO SMALL. NOT TOO LATE. 


The right size for long routes 

that are not always heavily traveled. 
Our remarkable new MD4l goes as far as 
the largest widebody jet. Yet it costs about 
the same per seat mile and 30% less to 
operate per trip. 

The right size for passenger comfort 

and cargo convenience. 
The MD4lI's wide and inviting cabin is a 
direct result of its large fuselage diameter. 
Passengers will enjoy the sense of space 
They'll also enjoy the added space for carry-on 
luggage—more than three cubic feet per 
person. Below deck, the MD-11 offers 50% 
тоте геуепие-сатдо capacity than the 
largest wide-cabin jet 
For 1990 and beyond. 
First flight is in the first quarter of 1989— 
right оп time for airlines іо enter the next 
decade with an efficient new addition to 
their fleets. One hundred MD-11s will be in 
the air, on the job, in 1992. 
Maximum profit potential 
with minimum risk. 
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That's why the MD4l has superb new 
engines, winglets at its wingtips, and a 
smaller, drag-reducing. fuel-saving 
tailplane and cambered airfoil. A cockpit 
crew of two utilizes state-of-the-art digital 
electronics, and main flight controls are 
still actuated as they are in our DC-10, 
proven in over 12 million hours of 
passenger service. 

Teams ої experts from 14 airlines 
aggressively participated in the 
development of the MD4I's features until 
they — and we— were well satisfied. By 
working together, we designed a flexible 
interior so classes can be resized in a 
matter of hours. Galleys and lavatories 
can be relocated ovemight 

Orders and options for 17 customers 
now total over 100 of our new long-range, 
high-efficiency aircraft 

The MD-11: The future's coming fastest 
to those who choose it first. 
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First in 
communications – 
when the chips 
are down 


To convey speech, text, 
data, even pictures by wire 


г en possible for some 
о transmit all these 
over a single pair of 


wires IS new, exciting and 
infinitely more effective. 


ISDN, which stands for 
Integrated Services Digital 
Networks, is a new world 
standard for combining all 
communication functions 
Siemens not only stays 

in the forefront of digital 
communication systems for 
public and private networks, 
it is also the first manufac- 
turer worldwide of the highly 
integrated, economical, 
low-power ISDN chips. 


Only high technology will 
Ive the problems of the 
"m in development and 
application, Siemens is 

out in front. 

For further information 
please write to 
Siemens AG, ZVW16 
P.O.B. 103a 

D-8000 München 1 
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“Why have KLM stretched 
the top of their 47?” — 





“To put business in a class 
of its own. 


КІМ FLEET NOW INCLUDES 13 BOEING 747 STRETCHED UPPER DECKS 
| KLM's 747 Stretched Upper Deck. Reserved A uniquely Dutch compliment — colourful, 
exclusively for business travellers. With all the tiles to take home. Plus those small touches which 
- comfort you expect from KLM's award-winning Inter- make all the difference. Toothpaste and toothbrush. 
- continental Business Class. A shaving kit. And an eye mask. 
ү, Two-by-two seating. Generous leg room. And KLM's intercontinental Business Class. Com- 
‘more. Individual service from dedicated staff through- fort and privacy. In a class of its own. 
_ out the trip. A completely redesigned interior. Test us, try us, fly us. 
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* I WONDER how many of our read- 
ers perused our LETTERS column last 
week and saw there the missive (or mis- 
sile) from James Fu Chiao Sian, press 
secretary to Singapore's prime minister, 
Lee Kuan Yew. His letter purported to 
be à reply to my protests and lamenta- 
tions in this column (REVIEW, 14 May) 
over the expulsion (or rather the refusal 
to extend the employment pass) of our 
bureau chief, Nigel Holloway. 

Fu’s letter made one of the nastiest 
bits of reading Гуе experienced for 
years, not simply for its characteristic 
threats and bully-boy tone (Nigel Hollo- 
way “will not be the last”), but for its 
confident promises that when Fu’s cur- 
rent master quits the scene, the younger 
ministers will be just as “neurotic.” 

The letter could also be used as a 

textbook example of most of the 
“crimes” of which journalists in general 
and the foreign press in particular are 
accused in Singapore: Fu misquoted, 
stated untruths, twisted facts and gener- 
ally played the part of a pontificating, 
negative wise-acre. To give one exam- 
ple of a lie: I did not write in “derogat- 
ory and dismissive terms” of Singapore 
minister Wong Kan Seng. 
* MORE importantly, Fu's letter 
failed to tell the real story. In other 
words, it blandly ignored the main bur- 
den of my complaints not only about the 
treatment of Holloway but about the 
deep contradictions inherent in Singa- 
pore's attitudes to the press. 

By such contradictions I mean of 
course the demand that correspondents 
should have no commitment to Singa- 
pore (which might give them some claim 
to take a legitimate interest in local poli- 
tics) which is at odds with the repeated 
accusation that the same correspon- 
dents rejoice over Singapore's prob- 
lems; the contradiction between the ban 
on political commentary or *campaign 
journalism" and the repeated encour- 
agement to correspondents to expose 
and bring about the fall of corrupt 
neighbouring regimes; the contradic- 
tion between the demand for intelli- 
gence and sensitivity in journalists and 
editors and the request that the REVIEW 
should entrust its coverage of Singapore 
to a mere clerk, and the contradiction 
between the expressed desire for cover- 
age by visiting journalists and the criti- 
cisms of the irresponsible copy such 
"parachute" journalism results in. 

* READERS may recall that Fu made 
much of the REVIEW's healthy circula- 
tion in Singapore. Reflecting Singa- 
porean governmental neurosis, he held 
the REVIEW to blame for this. Be- 
cause our correspondents do not report 
Singapore for a “home” audience, the 
REVIEW is read by Singaporeans for its 
Singaporean coverage. It thus risks *en- 
tering into Singapores domestic politi- 
cal debate.” Fu charges that this is a de- 
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liberate ploy to enlarge the REVIEW's 
Singapore circulation. 

Fu thus | acknowledged (ће 
emergence of publications like the 
REVIEW which operate, somewhat like 
business conglomerates, on interna- 
tional lines. But instead of accepting the 
reality of multinational media and audi- 
ences, Fu simply parroted his master as 
having advised me to get a REVIEW 
correspondent “to stick to reporting 
Singapore as an outsider for outsid- 
ers," Foreign correspondents, he add- 
ed, would do well not to 
“meddle” in certain aspects 
of Singapore and its domes- 
tic scene — on matters such 
as race, language, religion 
and culture. 
© THIS of course is arrant 
nonsense. Fu uses the word 
"meddle" as being synonym- 
ous with the word “report” 
and somehow manages to 
persuade. himself that a 
readership of intelligent busi- 
nessmen — be they bankers, 
investors, industrialists ог 
traders — would be satisfied 
with superficial regurgita- 
tions of the statistics which 
make up Singapore’s GNP. 
Businessmen, it would ap- 
pear, have no proper interest in the poli- 
tical, social or cultural contexts in which 
they are invited to trade and invest. 

Ф LEE himself reminds me of a really 
first-rate player in some sport such as 
tennis, squash or golf whose game has 
deteriorated because for the last 20 
years he has matched skills only with 
third-raters. Even so, it must have oc- 
curred to him that the REVIEW (in com- 
mon with other publications) has gained 
a relatively large circulation in Singa- 
pore as a direct result of his own dictato- 
rial measures to control Singapore's 
p. Lee may not choose to believe us, 
ut in fact we do find it sad that Singapo- 
reans should read a magazine like the 
REVIEW, not only to satisfy their in- 
terest in the region (which is really our 
main function in life), but also to read 
some reasonably TX". coverage of 
what is happening in Singapore itself. 
The REVIEW's sales in Singapore are 
not explicable in terms of “meddling” 
but as a factor of what Lee has done 
to the Singaporean media. 
€ THE most glaring contradiction in 
Singaporean attitudes which this ex- 
change has thrown into relief involves 
the island republic's claim to be a com- 
munications and information centre. 
The gazetting of the Asian Wall Street 
Journal newspaper and Time magazine 
does not constitute a ban, the au- 
thorities claim with characteristic cant, 
though their circulations have been re- 
duced to mere trickles. The contents of 
both, mandarins like James Fu argue, 
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аге still available to those energetic | 


and 
rules and agreements covering intellec- 
tual property) to make use of photo- 
copying machines. 

But now James Fu has made it clear 
that Singapore is determined to limit 
not only the quantity of information 
that flows, but its scope. Reports on ra- 
cial, linguistic, religious and cultural 
matters are not wanted in Singapore it- 
self or by readers outside Singapore; 
they -would constitute 
meddling. 
€ IN the past, Lee Kuan 
Yew has brooded on the 
problems of succession to 
power in a state which still 
elects its ruling party and 
also encapsulates the virtues 
of a Confucian consensus (to 
which the obvious solution 
— if available — is a dynastic 
hand-over of pisei) 


ed f. to visit certain public libraries 


during the years when Lee 


possibly in defiance of copyright | 


But | 


deliberately promoted offi- | 


cials, technocrats and other 

potential leaders from the 

private sector, he worried 

that, however able they were 

in normal times, no one could 

tell how they would behave 

in a crisis, when the crunch came. They 

had not, as had the co-founders of 

Singapore, been tempered in the fur- 
nace of the struggle for independence. 

Perhaps this provides some explana- 

tion of why Lee trusts Fu as his spokes- 

man and press expert. Fu himself has 

been through the furnace. Deeply in- 

volved during the 1950s radical left- 


wing, Chinese chauvinist, anti-British | - 


activist movement, Fu was arrested and 
detained. Presumably the experience 


tempered him into steel, or into some © 


more malleable metal. Such conver- 
sions from one ideology to another 
strike one as symptomatic of Western 
idealogues. The anguished exchange of 
one set of dogma for another is not typi- 
cal of Confucian pragmatic societies. 


€ CERTAINLY Fu learned much of | 


his Agitprop techniques during his Mar- 
xist Dum ake, for example, his re- 
sponse to my original assertion that the 
REVIEW has done its “best to play the 
game," and my plaintive comment: “It 
would be nice to know the rules.” 


In his letter Fu asserted blandly: | 
“The rules are simple. First, do not play | 


any game." A clever, clever retort — 
and yet another Singaporean contradic- 
tion. For the metaphor came from 
Singapore's own senior minister, S. 
Rajaratnam. It was he, last year, who 
stated that foreign correspondents “must 
abide by our rules of the press game." 

* NOW the prime minister's mouth- 
piece tells us that we mustn't play any 
game at all. 
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Rabuka rides high 


Fijians head for political dominance after coup leader backed 


By Hamish McDonald in Suva 
Fi military coup leader, Lieut-Col 

Sitiveni Rabuka, has been con- 
firmed in a dominating position by the 
remaining constitutional power, the 
governor-general, after gaining the 
whole-hearted backing of the Pacific is- 
land nation’s traditional chiefs. But eco- 
nomic damage resulting from racial ten- 
sion and violence will cast a shadow 
over the celebrations of indigenous Fi- 
jians in his victory for some months. 

Fiji has been set on a path towards 
constitutional change that will ensure 
the political dominance of the Fijians — 
about 46% of the 715,000 population — 
over the 49% who are descendants of 
Indian cane-field labourers imported 
under British rule. Fresh elections, 
scheduled in about six months time, will 
almost certainly take place under a 
changed constitution that, with parlia- 
ment dissolved, will require the ques- 
tionable use of Queen Elizabeth’s large- 
ly unexplored reserve powers of decree 
as head of state. 

Deposed prime minister Timoci 
Bavadra and his Indian-dominated co- 
alition, free after six days military de- 
tention, have withdrawn from the capi- 
tal, Suva, to his political base in the 
western region of the main island, Viti 
Levu, which is heavily settled by Indians 


| as well as having several sympathetic Fi- 


jian villages. After a short, but vicious, 
race riot in Suva on 20 May and a spate 
of attacks by Fijians on isolated Indian 
properties, Bavadra called on support- 
ers to place their trust in Governor- 
General Sir Penaia Ganilau and not 
provoke further violence. 

But the solution eventually an- 
nounced by Ganilau on 22 May was so 
clearly tilted to satisfy the aims of coup 
leader Rabuka that Bavadra opted in- 
stead for a campaign of non-violent re- 
sistance, beginning with a general strike 
of shopkeepers and sugar-mill workers 
that shut western towns on 26 May. 
Three of his sacked ministers have, 
meanwhile, gone to fan a trade- 
union boycott in Australia and New 
Zealand, Fiji's main sources of petro- 
leum and food supplies, and of half its 
tourist inflow. 

After wavering between legal advice 
not to countenance the coup and his 
own Fijian sympathies, Ganilau faced 
the supreme test of his resolve to en- 
force a solution under his constitutional 
emergency powers. On 19 May, the 
Great Council of Chiefs, the body that 
ceded Fiji to the British crown in 1874 and 
which is regarded by many Fijians as the 
source of constitutional power, met in 
Suva Town Hall to form their advice. 


Refreshing themselves with scoops 
of the mildly soporific kava drink from 
great wooden bowls, the 60 or so high 
chiefs and their representatives were 
strongly critical of Ganilau's reluctance 
to give Rabuka his full approval. 

Ponderous ratu (chief) after ratu 
proposed resolutions critical of 
Ganilau's actions, even calling for his 
removal. Outside, on the Suva water- 
front, some 3,000 Fijians awaited the re- 
sult, cheering as Rabuka came out to re- 
port progress. 

When Ganilau, a middle-ranking 


ratu himself, arrived to humbly put his 
views to his peers, he was booed by the 
crowd — an unprecedented display of 
disrespect for someone of such high 
rank, but a sign of Rabuka's strong 
appeal to his own people. Inside, 
Ganilau's reception was also so cool 
that he returned a second time that 
day in an effort to soften the "harsh 
messages" conveyed to him, asking 
the chiefs not to doubt that “as a na- 
tive Fijian and as one who is blessed 
with Fijian chiefly status, the interests 
of my people, the indigenous Fijians, 
are those which I hold, and shall 
always hold, dear and close to my 
heart. 

"However," the queen's deputy 
went on, “all of you know that I am now 
not simply a Fijian. I am, and have been 
in the last five years, also Her Majesty's 
representative and governor-general of 
this beloved country. In this capacity, I 





am bound by my oath of office to be the 
trusted custodian of interests not only of 
the native Fijians, but also of all the 
members of the other ethnic groups 
which together, make up the people of 
this fair land." 

The appeal to Fijian respect for the 
British monarchy, reinforced by a warn- 
ing from the Commonwealth Sec- 
retariat in London that Fiji risked cut- 
ting its royal link if Ganilau was pushed 
aside, caused the council of chiefs to 
give some ground. Ganilau was able to 
announce that instead of merely swear- 
ing in the council of ministers chosen by 
Rabuka, he would also appoint his own 
council of advisers to help steer Fiji to a 
changed charter and new elections. 

Even so, the 19-man council of advis- 
ers was heavily weighted towards sup- 
porters of Rabuka. As well as Rabuka 
himself, it included 14 other Fijians and 
only three Indians, with one European. 
Bavadra and deposed deputy 
prime minister Harish Sharma 
would have been outnumbered 
by four members of the previ- 
ous Fijian-based Alliance gov- 
ernment, including former 

rime minister Ratu Sir 

amisese Mara, in the new 
council. To add a further twist 
to the knot, the last man 
named was a former Alliance 
minister for forests, who also 
happens to be the low-ranking 
Bavadra's own high chief 
under the traditional system. 
Bavadra and Sharma refused 
to join. 

Despite the bias, Fijian 
newspapers and many commu- 
nity leaders backed the settle- 
ment as the only way to avoid 
bloodshed. With tensions eas- 
ing in Suva, shops reopened 
and more Indians ventured 
outside of their homes. But of- 
ficers said the army, its normal 
two-battalion home strength 
swelled to five battalions 
(about 2,500 men) by a call-up of re- 
serves, would keep security in concert 
with the 1,500 police until the elections. 


Prowse the Pacific, the coup brought 
some agonising between democra- 
tic principles and a feeling — shown in 
the region’s support for the Kanak 
minority in New Caledonia —that special 
weighting should be given to an indi- 
genous people. The hard, professional 
efficiency of the Fiji military, formed by 
years of peacekeeping in the Middle 
East, added to a disquiet about the 
methods used by the rebels, even by 
semi-feudal Polynesian neighbours, 
such as Western Samoa. The only de- 
light came from the French Minister for 
Overseas Territories Bernard Pons, 
who said the coup emphasised the need 
for a stabilising French presence in the 
Pacific. 

The loudest expressions of dismay 


came from Australia and New Zealand, 
the two Western nations closest to Fiji. 
New Zealand, with close educational 
links to Fiji and its stronger ties with the 
South Pacific rather than Southeast 
Asia, was more deeply shocked. Both 

overnments felt within their rights in 

acking the legitimacy of the Bavadra 
government. 

The two governments also moved to 
reinforce naval ships already visitin 
Fiji, particularly after the Suva riot an 
a hijack attempt on an Air New Zealand 
jet at Nadi. Canberra increased its pre- 
sence around Fiji to five warships, and 
sent 110 soldiers aboard an amphibious 
troopship to help in the “unlikely” event 
that Australian nationals needed to be 
evacuated, Prime Minister Bob Hawke 
was careful to rule out almost from the 
Start any chance of Australian military 
intervention, and held off supporting 
economic sanctions. 

However, New Zealand Prime 
Minister David Lange at one point 
talked about New Zealand forces pro- 
viding logistical support so Fijian sol- 
diers abroad could return home to inter- 
vene. Although he quickly called this a 
very remote contingency, this and other 
comments — one calling Mara a “party 
to treason" — that were relayed by 
shortwave radio, seemed to Fijians, if 
not Indians, to show a lack of under- 
standing. 

Going into the chief's meeting, one 
ratu called New Zealand "the land of 
the wrong White crowd." Britain and 
the US won more Fijian plaudits for 
stating their views less intrusively. 
“Hawke and Lange tend to look at life 
here on one plane," said a Fijian former 
diplomat. "They don't look deeper, at 
the play of forces in our society. It may 
not be until a change of government in 
both countries that relations get back to 
normal." 

Lange also drew fire from the leaders 
of Melanesian countries — Papua New 
Guinea, Solomon Islands and Vanuatu 
— who met in Rabaul on 21 May to pre- 
pare for a Pacific Forum meeting later. 
"The situation in Fiji requires sensitivity 
and understanding, not reckless threats 
of military intervention," their state- 
ment said. Malaysia, the only Southeast 
Asian nation with a mission in Suva and 
aware that the overthrown Fiji system 
was consciously modelled on its own, 
urged outside governments to "refrain 
from exerting undue pressure." 

With island feelings already hurt by 
Canberra's reaction to Libyan overtures 
to Pacific states (REVIEW, 21 May) the 
Fiji crisis was a delicate subject for the 
annual heads of government meeting of 
the South Pacific Forum in Western 
Samoa on 29-30 May. Even more prob- 
lematic would be an attempt by Bavadra 
or a pro-Rabuka figure (perhaps Mara 
himself) to attend. In any case, the unity 
that has been the chief diplomatic 
strength of the 
threatened. 
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Workers sort ballot papers: government credibility attacked. 





PHILIPPINES 


Moans and groans 


Opposition claims electoral fraud gave Aquino edge in polls 


By James Clad in Manila 


T Grand Alliance for Democracy 
(GAD) and other opposition groups 
have d up their attacks on the cre- 
dibility of 11 May election results for the 
Philippine national assembly, claiming 
they favoured candidates endorsed by 
President Corazon Aquino. But despite 
these complaints, the last of this year’s 
three electoral exercises, to choose 72 
provincial governors and nearly 1,500 
municipal mayors, will go ahead, 
though it has been postponed by 
three months from 24 August to the last 
week of November. 

GAD's campaign centres on allega- 
tions, aired again on 22 May, that the 
рене National Movement for 

ree Elections and Good Government 
(Namfrel) made false returns on pre- 
liminary election results. GAD candi- 
date and former defence minister, Juan 
Ponce Enrile, said this gave Aquino- 
endorsed candidates 1.6 million votes 
more than the total number of regis- 
tered voters in three Luzon regions. 
This padding, GAD spokesmen said, 
could affect the final, official count by 
the Commission on Elections (Com- 
elec). 

Namfrel chairman, Christian Mon- 
sod, rejected claims that some of his 
320,000 volunteers had fraudulently 
given AM Lakas ng Bayan senato- 
rial candidates the edge in Namfrel's 
"Operation Quick Count." Monsod 
said Namfrel tally documents — released 
to the press by GAD — were "based on 
incomplete and meaningless figures." 

Monsod accepted, however, that a 
"few cases of possible irregularities" 
may have been committed by the gov- 


ernment's Lakas ng Bayan coalition. 
These would *not have been wide- 
spread, not to the point that could be 
considered as a national conspiracy," he 
added. On 20 May he told the REVIEW 
that the result of the polls "substantially 
reflects the will of the people." 

While GAD and the Kilusang 
Bagong Lipunan (KBL) party of former 
president Marcos were the most vocal in 
claiming government fraud, another 
grouping also joined the chorus. On 20 

ay the badly beaten Alliance for New 
Politics (ANP), a coalition of three 
Left-leaning groups, said the 11 May 
elections had “turned out to be nothing 
more than a costly and noisy ex- 
travaganza meant to resuscitate the old, 
decrepit and bankrupt political sys- 
tem.” 

"A systematic, concerted and in- 
stitutionalised campaign was launched 
by the entire government machine 
and its allies in the [Roman Catholic 
Church hierarchy, the media and big- 
business circles to discredit [us]," the 
ANP claimed. ANP chairman, Fidel 
Agcaoili, also said the ат en govern- 
ment “resorted to considerable fraud 
and terrorism, massive vote-buying, 
militarisation of the bailiwicks of the 
new politics [of the ANP and to] many 
cases of outright cheating and program- 
med fraud.” 

The illegal National Democratic 
Front (NDF), a communist-dominated 
grouping of 14 revolutionary organisa- 
tions, had anticipated this approach sev- 
eral days earlier. The elections, said 
NDF spokesman Satur Ocampo, 
showed “the capacity of the present rul- 
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ing system, buttressed by US іт- 
| perialism, to resist fundamental, struc- 
| tural change.” By 26 May, the ANP 
| seemed likely to win fewer than five 
| lower-house seats while its seven-per- 
. son senatorial slate — which included 
| former political detainees and a com- 
| munist guerilla commander — trailed 
| farbehind in the senate tallies. 

= Although the ANP's leaders have 
| hinted that the election results might 
| convince some sympathisers to resume 
the armed struggle, the issue of the coal- 
ition's participation in local elections, 
| now scheduled for 23 November, seems 
| far from settled. ANP stalwarts were 
| the targets of pre-election violence and 
- some within the grouping fear this could 
become more pronounced in the next 
polls, which most observers believe will 
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Ву Nayan Chanda in Washington 
— AAs Washington prepared for the 18- 
422 April visit of Gen. Yang 
hangkun, the vice-chairman of the 
nese Military Commission, there 
was anxiety over the growing tension 
along the Sino-Indian border and its im- 
| pact on the US effort to improve re- 
lations with India. However, contrary 
tto fears of some US officials, Yang did 
. not choose to make a public issue of Pe- 
king’s worsening ties with New Delhi. 
Yang reportedly told Secretary of State 
| George Shultz that China wanted a 
peaceful settlement of the border dis- 
pute, but if India kept pushing, China 
| would have to act. 
~ . The US leaders have urged both 
| Sides to exercise restraint but sources 
| were pessimistic about preventing the 
. outbreak of conflict. Some analysts be- 
| lieve that behind the rekindling of the 
| Sino-Indian dispute lay a more funda- 
. mental contest for supremacy between 
| Asia's two giants that threatened to 
_ complicate the situation not only for the 
. US but also for the Soviet Union. 
| . Yang arrived in Washington barely 
| three days after a skirmish had taken 
| place on the Sino-Indian border. Well- 
placed administration sources closely 
| monitoring the military development 
| expressed grave concern that bigger 
| clashes may erupt before the planned 
| Peking trip by Indian Foreign Minister 
. D. Tiwari in mid-June. 
| _ While the conflict would put US po- 
| licy to a sensitive test, it may also pro- 
_ | vide an opportunity for the US to play 
Я the role of peacemaker and thus recover 
_ | from the setback caused by Indian anger 
| at the US decision to sell an airborne 
| early warning system to Pakistan. While 
| the Soviets are going to be caught in a 
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be more turbulent than the latest polls. 

By 25 May, Comelec tabulations 
showed only Enrile and fellow GAD 
candidate, Joseph Estrada, a film star 
and former mayor, figuring in the se- 
nate’s “magic 24.” In the 11 May poll, 
voters chose from a nationwide list of 84 
senate candidates. The highest-polling 
24 will be proclaimed the new senators. 
The Comelec count on the same date 
also showed candidates backed by the 
Aquino administration taking a 2-1 lead 
in the lower-house tabulation. 

The Aquino-backed winners have al- 
ready focused on the next challenge: 
choosing a speaker for the new lower 
house and a president for the senate. 
Former agriculture minister and chief 
| beige s negotiator with the NDF, 

amon Mitra, received an assurance 


Heading for a conflict 


| TheUS is concerned over a Sino-Indian border flare-up 





tough dilemma over whom to support 
— treaty partner India or their latest ob- 
ject of wooing, China — *we could 
come out as white knights if we play our 
cards right," says one administration 
source. 

US sources say that the Chinese, 
who had less than two full divisions in 
Tibet, late last month began moving 
about 20-22,000 troops from the 53rd 
Army Corps in Chengdu and the 13th 
Army in Lanzhou. Chinese fighter- 
bombers and US-made Blackhawk 
high-altitude helicopters, too, have been 
moved to Tibet. India — which already 
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— 
before the polling that he would have 
Aquino’s support for the speakership. 

That, however, has not sopp 
other government-allied contenders 
from having a stab at the job. These in- 
clude Jose Yap of Tarlac (known to be 
close to Aquino’s younger brother, Jose 
‘Peping’ Cojuangco), Northern Samar’s 
Raul Daza (formerly with the Presiden- 
tial Commission on Good Government) 
and Cebu’s Antonio Cuenco (political 
affairs minister in  Aquino's first 
cabinet). 


S nian, former justice minister 

Neptali Gonzales is ese to be 
Aquino's most-favoured candidate for 
the senate presidency. His challengers 
include Jovito Salonga, president of a 
faction of the once-powerful Liberal 


had more than 50,000 men stationed in 
Arunachal Pradesh — has also strength- 
ened its air power in the area. 

A senior US official said that his 
main concern stemmed from the fact 
that the domestic political situation in 
both China and India was not conducive 
for compromise on such an emotional 
issue as the border. 

In their internal deliberations the US 
officials тороду considered confi- 
dence-building measures such as pro- 
viding both sides with satellite intelli- 
gence of the border area and offering 
sophisticated mapping technology for 
border demarcation. Sources said that 
while Washington has appealed to both 
China and India to seek a political set- 
tlement, it is considered unlikely that 
they would accept US mediation. The 
US has now made an urgent appeal to its 
Nato partners, Asean and Japan to pool 
ideas on how to prevent a Sino-Indian 
war. 

Although during the 1962 border 
war the US accepted the colonial de- 
marcation line which was repudiated by 
China and supported India by providing 
emergency military aid, it now wants to 
maintain strict neutrality. According to 
a State Department spokesman, in 1962 
the US “recognised in principle that the 
MacMahon line is the eastern-sector 
border. This remains the US position, 
though we have not committed our- 
selves to any specific demarcation of the 
MacMahon line on the ground.” 

Sources said that the massive build- 
up that has gone on since early May “in- 
dicates irrational political behaviour in 
both capitals. They are clearly more in- 
terested in demonstration of power than 
in reaching a settlement.” After having 
undertaken the muscle-flexing they will 
find it difficult to back down without 
loss of face, a source added. Moreover, 
what makes the current situation differ- 
ent from 1962, one official pointed out, 
is the availability of air power to both 
sides. If aircraft are used, the con- 
flict could widen beyond the immediate 
confines of the mountainous border. 
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Party, former budget minister Alberto 
Romulo and former Audit Commission 
chairman, Teofisto Guingona. 

Legal bickering and petitions for 
Comelec to annul many local results 
helped prompt the government's deci- 
gan announced on 55 May by Comelec 
chairman Ramon Felipe, to tpone 
the local elections by fares поа But 
the most pressing factor in Felipe's 
thinking, and in that of Local Govern- 
ment Secretary Jaime Ferrer, appears to 
be the need for clarification of the re- 
sults of the 11 May poll. This ке 
especially to government-backed local 
officials who contested seats in the 
lower house, as losers may wish to have 
a second chance by participating in the 
local elections. 

The protest campaign generated a 


US officials have watched with con- 
cern the recent visit by a top-level In- 
dian military delegation led by the army 
chief, Gen. K. Sundarji, to Vietnam 
(REVIEW, 14 May) and the recent re- 
port that Tiwari will again visit Hanoi — 
for the second time in four months. 
Some analysts speculate that India may 
be asking Vietnam to relieve Chinese 
pressure on the Indian border by initiat- 
ing action along its own border with 
China. US sources also have indications 
that in the case of a Sino-Vietnamese 
clash, Thailand would help China by 
putting pressure on Vietnam along the 
Cambodian border. 

Although Washington's public post- 
ure is that of neutrality, officials seem 
divided on the question of who is re- 
sponsible for increased Sino-Indian ten- 
sion. While Peking-based US diplomats 
and many China specialists in the ad- 
ministration consider China to be react- 
ing to provocative Indian actions, India 
specialists tend to trace the origin of 
present tension to Peking's military op- 
erations on the border last June. De- 
spite this difference, however, there 
seems to be à consensus that deeper na- 
tional rivalries lie behind the tension on 
the border. 


ome analysts believe that India, under 

Rajiv Gandhi, has begun to assert 
its role in the region and appears willing 
to flex its muscles. As one analyst put it: 
"The Indians also feel that a successful 
military engagement may persuade the 
Chinese to accept a settlement." 

According to another specialist, 
India could possibly be seeking a show- 
down with China with the hope of 
derailing growing Sino-Soviet rela- 
tions. India has reacted coolly to Soviet 
leader Mikhail Gorbachov's July 1986 
Vladivostok speech which assigned 
greater importance to China and Japan 
than to India. During his trip to India 
late last year Gorbachov also annoyed 
Indians by taking a non-committal posi- 
tion on the Sino-Indian border eut: 
By forcing Moscow to back India, a 





fresh spate of rumours about im- 
pending mutinies within the Armed 
orces of the Philippines (AFP), 
ae pa AFP chief of staff, Gen. 
idel Ramos, to warn troops on 23 May 
that it was their duty to remain non-par- 
tisan. This warning took on added sig- 
nificance the following day when 
thousands of GAD and KBL supporters 
occupied portions of a major Manila 
boulevard between the headquarters 
camps of the AFP and the Philippine 
Constabulary for about 24 hours. 

It was one of the largest santi- 
government gatherings since the fall 
of former president Marcos 15 months 
ago. 

But despite claims by the organisers 
that hundreds of thousands of people 
joined the protest, the numbers did not 








exceed 20-25,000. The protesters block- 
aded the boulevard, using logs, piles of 
stones and buses with slashed tyres, and 
heard successive speeches urging an up- 
rising against the Aquino government. 
Speakers called on soldiers watching 
from within the camps to join them. 

On the morning of 25 May, the mili- 
tary ordered the area cleared by the 
Integrated National Police, backed by 
water cannon and tear-gas. They moved 

rone demonstrators off the road, but 
ittle blood flowed. 

Election irregularities, claimed or 
even real, have little chance of galvanis- 
ing massive opposition to Aquino, and 
even several opposition sources admit- 
ted that the government would easily 
sit out the wave of post-election agita- 
tion. : п 


tions with India. Senior administration 
sources told the REVIEW that Deng re- 
minded Shultz that Washington should 
take into account the anxiety caused 
among India’s neighbours by US plans 
to provide high-technology defence 
items to India. 

While China initially viewed the 
warming of Indo-US relations as 
pica PS contributing to the weaken- 
ing of Indo-Soviet ties, it has since be- 
come wary of growing American hi-tech 
cooperation with India. “The Chinese 
view the US as an economic power- 
house and they don’t want to see 
India plugged to that powerhouse,” 
says one US analyst. He says that 
by building up tension with India, 
the Chinese are perhaps trying to hin- 


| der an improvement in Indo-US rela- 


treaty ally, against China in the event of 
a clash, New Delhi may be hoping to 
slow down the pace of Sino-Soviet rap- 
prochement. 

In seeking a conflict with India, 
China too may have motives other than 
the mere defence of its borders. US offi- 
cials were surprised by the vehemence 
of Chinese leader Deng Xiaoping's criti- 
cism of India during US Defence Secret- 
ary Caspar Weinberger's visit to China 
last October. Deng accused India of 
nibbling at Chinese territory and said 
that China would have to “teach India a 
lesson" if this practice did not stop. US 
officials felt that one of Deng's purposes 
in making those remarks to Weinberger 
was to convey its warning to India, the 
next stop on Weinberger's itinerary. 

By transmitting its displeasure via the 
American channel, the Chinese also in- 
directly warned the US against close 
collaboration with India if it valued 
China's friendship. 

Receiving Shultz in March, Deng not 
only repeated the tough warning to 
India but also cautioned him about rela- 








tions. 

In his view, China basically sees itself 
as the third superpower and the princi- 
pal force in Asia. It wants to force the 
Soviets and Americans to pay attention 
to its security interests along its long bor- 
der. If China succeeds in giving a bloody 
nose to India, it will have knocked down 
one premise of the friendly US ap- 
proach to India — that New Delhi is 
an emerging military power in the re- 
gion. 

Peking may also hope to weaken 
Soviet influence in India by taking ac- 
tion against New Delhi, while pursuin 
its policy of improving relations wi 
Moscow. According to an expert on the 
Soviet Union, a Sino-Indian conflict 
would pose an even greater dilemma 
for Moscow. "While Moscow would like 
to see some tension between India 
and China in order to keep India depen- 
dent on its hardware," the source said, 
"they [the Soviets] don't want to be 
put in a position where they would have 
to choose between India and China. 
And the Indian expectation of support 
from the Soviets is greater than it is 
from us." Whether India and China go 
to war or not, the battle for pre-emi- 
nence in Asia may have begun over the 
Himalayas. 
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Chaovalit; Prem; Kukrit: public-confidence crisis. 





Crisis of confidence 
hits Thai politics 


Fo analysts of Thailand’s politics, 
one essential tool of the trade is a 
sense of humour of sufficient propor- 
tions to make one resigned to accepting 
the truth that one's analysis of what is 
and prediction of what will be are ulti- 
mately likely to be wrong. A year ago, 
the political situation Же highly 
perusing. especially for those who 

ave not given up the hope of seeing the 
country governed in a more effective, 
yet representative manner. 

In May, mild-mannered Gen. 
Chaovalit Yongchaiyut, with his im- 
peccable public record as a defender of 
democracy, became army chief. No one 
fully believed his pledge that his army 
would not intervene in politics, but most 
felt sure the military would maintain a 
much lower political profile. 

In July, an orderly general election 
took place. The Democrats, the coun- 
try’s oldest and most prestigious politi- 
cal party, won 100 seats. This, together 
with the election of many young, well- 
educated and professionally experi- 
enced members of parliament from 
many parties, promised to usher in an 
era of parliamentary activism. 

Now, there is little reason for op- 
timism. Indeed, during the 10 méattis 
since the election, the major political in- 
stitutions have declined in both per- 
formance and popular esteem to such an 
extent that there is now a deep crisis of 
public confidence in them. 

First, the government. The record of 
the coalition government of Prime 
Minister Prem Tinsulanond since its form- 
ation in August last year is abysmal. 
Internal bickering and a succession of 
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highly embarrassing controversies and 
scandals have been the dominant fea- 
tures of its period in office. The rice 
problem, the key to the nation’s wel- 
fare, is entrusted to an ageing deputy 
premier, who has publicly professed his 
ignorance of the issue. 

The government's weakness was 
demonstrated during the recent so-call- 
ed “Rangers episode." After some 300 
men from the army-trained and -led ir- 
regular unit rallied at the home of 
former prime minister Kukrit Pramoj, 
protesting the latter's remarks against 
Chaovalit, the government sat on the 
fence, with the interior minister enig- 
matically explaining that the principles 
of “political science," not “law,” were 
needed to deal with such an incident. 

Clearly, moral courage is not this 
government's strong point. And this 
was further shown when the opposition 
tried to submit a no-confidence motion 
against the whole cabinet on 22 April. 
Despite its large majority in parliament, 
it conveniently turned a blind eye to- 
wards some morally questionable be- 
hind-the-scenes manoeuvres, which re- 
duced the number of MPs sponsoring 
the motion to below the minimum re- 
quired on the very morning of the sche- 

uled debate. 

















Sukhumbhand Paribatra is director 
of the policy studies programme at 
the Institute of Security and Inter- 
national Studies at Chulalongkorn 
University. The views expressed in 
the column are his own. 











In the Thai political system, govern- 
ments are as good as prime ministers allow 
them to be, and Prem must bear respon- 
sibility for the deterioration of his cabi- 
net’s performance and public standing. 

After seven years in office, the pre- 
mier has yet to demonstrate that he has 
it in him to be a statesman and to silence 
charges that self-survival is his only con- 
cern. Distrustful of democratic prac- 
tices, he has repeatedly refused to run in 
any election and to entrust major 
ministerial portfolios to elected MPs. 
The substance of his accomplishments 
consists of balancing one military group 
against another to maintain his own po- 
sition. His style of leadership is one of 
maintaining a royalty-like aloofness 
from all major political problems and 
ensuring that criticisms against him are 
contained at their sources, usually by his 
military supporters, or diverted towards 
his subordinates, even those who have 
given loyal service in the past. 

Significantly, his most “decisive” act 
since his latest government was formed 
was his unscheduled visit to Thai army 
units fighting the Vietnamese at Nam 
Yuen, on the same day that his cabinet 
was grilled in parliament over its failure 
to take action against the Rangers. The 
prime minister's motto seems to be 
"The Buck Never Stops Here," and 
while helping him to remain in office, it 
has devalued the premiership in many 
people's eyes. Thais are normally re- 
spectful of their seniors, and the jeering 
which greeted Prem after the with- 
drawal of the no-confidence motion was 
ample testimony to his present public 
standing. 

Nor have political parties fared any 
better. Although allowed to function 
continuously since 1978, they still suffer 
from the lack of discipline among mem- 
bers, who are wont to pursue factional 
and individual interests, rather than to 
abide by party policies. Their reaches to 
the grassroots remain limited and badly ` 
organised. Moreover, the escalating 
costs of recent electoral campaigns have 
made it imperative for parties and MPs 
to defray their campaign expenses. 


pu most favoured way is, of course, 
through holding ministerial port- 
folios. Thus, Thai party politics be- 
comes a vicious contest to attain or re- 
tain government positions, a process of 
compromising ideals for the highest bid- 
ders. In other words, self-interest is the 
name of the game, and among MPs, as 
with other groups in Thai society, the 
commitment to democracy is at best 
qualified. 

The predicament that Thailand's po- 
litical parties have fallen into is demon- 
strated, in particular, by two develop- 
ments. One is the no-confidence-motion 
issue. Opposition MPs were enticed by 
the carrots dangled before their eyes 
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and withdrew their signatures, and ће | 


on coalition ies generally 
ooked the other way for fear of upset- 
ting the favourable status quo. 
other development is the declin- 
ing fortunes of the Democrats. To en- 
sure their party’s participation in the 
government, they reneged on their cam- 
me promise to allow only an MP to 
me premier. Then, the party lead- 
ers fell out among themselves in con- 
flicts over ministerial portfolios. Sig- 
nificantly, after the Rangers episode, 
the Democrats, for long a party distin- 
guished for its willingness to stand up to 
dictatorships, failed even to develop a 
common front in an obvious case of the 
military's abuse of power. The great 
party has become a rabble without a 
cause. 
The deterioration of political parties 
inevitably has had an adverse impact on 
arliament as an institution. Despite the 
t efforts of individual MPs and com- 
mittees, the present House of Repre- 
sentatives has done very little. Signifi- 
cantly, its most dramatic achievement ig- 
nominiously collapsed at the end. In 
December 1986 the House Budget 
Scrutiny Committee cut the army’s 
“secret fund" by Baht 4 million 
(US$156,250). But afterwards, the 
House, under pressure from the mili- 
tary, not only restored the cut, but also 
eventually allowed the same budget 
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item to increase by a total of Baht 29 
million. So much for the parliament's 
power of the purse. 

Nor has the Thai military been left 
unscathed by developments of the past 
12 months. The problem is not that it 
has once more taken a high political 

rofile (most Thais are resigned to the 
act), but that the moral integrity of the 
institution is now in doubt. 
The original cause of this predica- 


€ Nor has the Thai military 
been left unscathed by 
developments of the past 12 
months . . . the moral integrity 
of the institution is now in 
doubt.? 


ment was Chaovalit’s assertion that a 
“revolution” (or pattiwat) is necessary 
to bring about real improvements to the 
country. The army chief did not offer 
concrete ideas about what is to be done, 
but the word pattiwat, together with 
Chaovalit’s fondness for leftwing vo- 
cabulary, inevitably alarmed many 
Thais, in whom fear of communism and 
love for the monarchy are still deeply in- 
grained. Subsequent efforts by the army 
chief to appear tough against the com- 
munists — for example, the sanctioning 
of the arrests of 18 of their top leaders in 
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The pattiwat issue had ramifications 
which further throw in doubt the moral 
integrity of the military. First, in early 
April, Kukrit spoke out loud what many 
people silently fear about Chaovalit's 
revolution. This resulted in the Rangers 
demonstration. The consequence was 
that the military as an institution suf. 
fered. Not only did the army collectively 
fail to show disapproval of this act of 
threatened violence, committed by the 
Rangers against a private individual, 
but it also went so far as to assemble а 
its top brass afterwards to condemn 
Kukrit and pledge allegiance to the 
army chief until the bitter end. E 


Sen: Chaovalit’s pattiwat idea is 
bringing to the surface deep divisions 
between conservatives and progressi es 
within the Thai security establishment. 
a fact which does not do the Thai mili- 
tary's image any good. This is alre 
evident in the case of the Internal Se 
rity Operations Command, which has ¢ 
symbiotic relationship with the army. In 
time, it is likely to become evident in the 
case of the army as well; significantly, 
the conservative assistant army chief, 
Gen. Pichit Kullavanich, has already 
delivered his warnings against “re- 
volutionaries." Ё 
The Thai nation is їп a state of gr 
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ing crisis, and the only redeeming factor 
is the continued popularity of the 
monarchy and of the reigning King 
Bhumibol Adulyadej, who is celebrat- 
ing his 60th birthday this year and in 
July next will become the longest-reign- 
ing Thai monarch. 

On the throne for four decades, the 
king has successfully performed his role 
as the symbol of unity and, when neces- 
sary, as the last-resort manager of con- 
flicts, thus helping to maintain con- 
tinuity and stability in the nation's poli- 
tical development, which has all too 


- | often been disrupted by coup d'etats 


and failed constitutional experiments. 


Given the present king's contribu- 
tion to the country, it is not surprising 
that everyone regards rumours about 
his abdication with great apprehension. 
One of the whispered scenarios is that 
some time next year he will step down 
in favour of his only son and heir, 
Crown Prince Maha Vajiralongkorn. 
According to the rumour mills, it is 
significant that the latter has recently 
been performing an increasing number 
of duties both at home and abroad. Nor 
has the king made any attempt to quash 
these rumours. In fact, in his last birth- 
day address, he made some cryptic 
remarks about water ‘not standing 





| Eye-witness in Tibet 


- | Visitors confirm the PLA's build-up on the border 
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By A Correspondent in Lhasa 

ў Е уеп as New Delhi and Peking con- 

| We tinue to trade charges against each 

| other and deny the troop build-up along 

| their common Himalayan border, a 
sizeable reinforcing of troops has been 
going on in Tibet at least since April. 
Although foreign tour groups have been 

- visiting Tibet during this period, giving 


| the impression to the outside world that 
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conditions in the area are normal, a dis- 
cerning eye cannot but spot the build- 
u 


According to Western intelligence 
sources, more than 20,000 troops of the 
Chinese People's Liberation Army 
EN have been inducted into Tibet 
rom the Sichuan and Xinjiang areas. In 

| early May, a young Swedish hitch-hiker 
going from Yunnan to Tibet was given a 
ride in a PLA convoy and was told by 
_ Chinese soldiers: “We are going to war 
| with India." Other travellers in April- 
May have spotted a large number of 
PLA vehicles moving into Tibet bearing 
the markings of the Lanzhou Military 
Region. 
ost of the information gathered by 
foreign travellers relates to the eastern 
sector of the Sino-Indian border adjoin- 
ing Tibet and India’s Arunachal 
Pradesh state. As foreigners have no ac- 
cess to the western sector — the 
Aksai Chin area — it is not certain whe- 
ther reinforcements have been carried 
out in that region. 


Specific troops movements and 
other military activity were noticed by 
foreign visitors in the eastern sector: 
> In the first week of May, at least a 
battery of 105-mm artillery guns loaded 
on ponies were heading south from 
Nyinchi towards the border. In addition 
some anti-tank guns were also seen in 
that area moving in the same direction. 
» On 21 May another artillery battery 
was seen near Lhasa airport heading to- 
wards the border. The next day a third 
battery of field guns complete with sup- 
ply trucks — all camouflaged — was 
sighted between Lhasa city and the air- 
port moving to the eastern-sector bor- 
der. 

» On 10 May two trekkers — an Aus- 
tralian and a Briton — saw an army bus 
carrying some 50 soldiers with freshly 
dressed wounds on their heads, should- 
ers and arms. The vehicle was seen in 
the area of Gyaca, close to the border, 
going towards Lhasa. Foreign tourists 
needing medical attention were in the 
past usually admitted to the No. 1 Mili- 
tary Hospital outside Lhasa near the 
Sera Monastery, but in late April au- 
thorities barred tourists from using this 
facility. The last foreigner leaving the 
hospital said that there were no patients 
left at that time. The inference is that it 
was being cleared for PLA casualties. 

ь The Lhasa airport was closed to civi- 
lian traffic on alternate days between 6 





still, but inevitably having to flow on. 

In the context where a crisis of confi- 
dence in the country's major political in- 
stitutions is already developing, an early 
abdication would deal a damaging blow 
to the Thai political system. Because the 
king has. been so dominant a figure, the 
crown prince, whatever his personal at- 
tributes, cannot immediately hope to fill 
the gap left by his father. The resulting 
vacuum will be dangerous indeed, and it 
will need a rare combination of hard 
work and self-sacrifice, ingenuity and 
luck, on the part of all concerned to see 
the kingdom through this period of 
change and challenge. u 


and 20 May. Tourism officials main- 
tained that the airport was closed in 
order to carry out necessary repairs to 
the runway. But foreigners travelling 
past the airport on the days it was closed 
saw heavy military equipment being off- 
loaded from large cargo aircraft. They 
also spotted US-made Sikorsky helicop- 
ters suitable for high-altitude opera- 
tions. 

> On 15 May army engineers were 
building à pontoon bridge near an exist- 
ing all-weather bridge on the Yarlung 
Tsan river between Lhasa city and 
the airport. However, whether it was 
only a sapper exercise or a war-related 
manoeuvre could not be ascertained. 
Security checks by soldiers in this area 
have been intensified lately. 

» According to unconfirmed reports, 
the authorities have placed Zedang — 
about half way between Lhasa and the 
Indian border — out of bounds for 
foreign trekkers. But organised groups 
with Chinese guides continue to go to 
the area. An organised trekking group 
scheduled to go to Namche Barwa — 
close to the border and in the restricted 
area — in the third week of May was 
told to change its destination as the 
area had been placed “off limits." Re- 
cent visitors to Zedang report that 
PLA convoys beyond that point to- 
wards the border move only at night. 

Since April, foreigners have noticed 
a significant increase in Chinese air 
force personnel in Lhasa streets. The 
number of helicopter sorties to the city 
has increased a great deal. These 
helicopters use the helipad at the provin- 
cial party office and the PLA headquar- 
ters nearby. 

Amid all this military reinforcement, 
the talk of a possible war is increasingly 
heard in Tibet. A Chinese artist іп Lhasa 
who does a thriving business sell- 
ing his pictures to foreigners, said 
that he had been inducted as a “war art- 
ists." Chinese tour guides have told for- 
eigners that interpreters may have to in- 
terrogate prisoners of war and that 
tourists might be evacuated, if neces- 
sary, by road to Germu in Oinghai pro- 
vince and flown out from there. Whe- 
ther thisisofficial policy or mere idle talk 
by the guides is nofclear. 
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AIR FRANCE MAINTENANCE: 
SOME OF THE MOST SOPHIS- 
TICATED AND RIGOROUS TEST- 
ING PROCEDURES IN THE 
WORLD. AN INSPECTION SYS- 
TEM SO THOROUGH, THAT A 
NUMBER OF OTHER INTERNA- 
TIONAL AIRLINES HAVE ADOPT- 
ED IT FOR THEIR AIRCRAFT AS 
WELL. 

AIR FRANCE MAINTENANCE: 
JUST ONE EXAMPLE OF THE 
HIGH LEVEL OF TECHNICAL 
COMPETENCE YOU FIND 
WHEN YOU FLY AIR FRANCE. 
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WE'RE AIMING EVEN HIGHER 


Youre producing great products 
that the whole world wants to buy. 


Youre making them better 
than the competition. 





And youre about to close down. 





When you consider the size and 
variety of the financial risks that almost every 
large company has had to manage, it's a 
tribute to their treasurers that any companies 
survived at all — let alone emerged successful. 

With a blend of science, creativity 
and (occasionally) crossed fingers, company 
treasurers developed reliable 
methods for managing the financial 
risks inherent in their industries. 

Then the rules changed. 

Suddenly, strategic risks 
— factors completely beyond their 
control — had begun to determine 
the financial viability of their companies. 

For example, foreign 
exchange rates now fluctuate 
dramatically beyond their previous 
limits, with no apparent method 
of reliable prediction. 

Interest rates that can 
be temptingly low today can 
suddenly take off for the moon. 

Even commodity prices now move 
alarmingly beyond their (previously) normal 
trading limits. 

So today, the need for sound 
methods of managing these strategic risks has 
become urgent. 

Chase has the solution. 

A wide choice of 
innovative and flexible methods for 
managing every type and 
combination of strategic risk your 
company could face. 

All based on just four products: 
swaps, options, forwards and futures. 

Using these basic tools, we can 
engineer a cost-effective financial solution that 









is completely customized to address your 
company's needs. 

For example, for a gold mine seeking ^ 
to protect itself from fluctuating interest rates 
and gold prices, we have engineered a loan with 
both the principal and interest payments fully 
denominated in gold. 

We ve helped an oil producer 
increase its current cash flow by selling call 
options on its oil. 

On the other hand, when oil prices 
fell last year (but were set to rise) we created a 
commodity indexed swap that enabled an 
airline to secure a long-term aviation fuel price 
advantage. 

For other customers, we've put 
ceilings, or caps, on their future interest rates 
and reduced the cost of that insurance by 
adding bottom limits, or collars. 

We ve even helped companies to 
achieve greater control over their future income by” 
guaranteeing minimum prices for their commodity; 

We can do interest rate and A 
currency swaps for you and arrange call options 
on currencies years in advance. 

(We're even willing to discuss doing 
a Eurobond issue for you, with coupons 
denominated in practically whatever commodity 
may impact your performance). 

In fact, as a global financial 
institution with a stable of the most 
sophisticated and innovative investment 
banking products at our disposal, we can have 
you so thoroughly covered that you'll be free to 
concentrate on managing only the risks related 
to your business. 

Which may be a bit dull, after what 
you ve been going through. 

Wonderfully, magnificently dull. 
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Bad tempers sparked 
by temple for the arts 


By Jagdish Bhatia in Calcutta 
t is perhaps in keeping with Indira 
Gandhi’s charismatic but often con- 
troversial image that commemorative 
projects in her name should occasion 
critical debate. New Delhi's prestigious 
Indira Gandhi International Airport, 
scheduled for completion by October 
1985 but yet to be fully operational, has 
already drawn flak from several quar- 
ters for alleged shortcomings in design, 
planning and execution. Now the pro- 
ne Indira Gandhi Centre for Arts, to 
built on 25 acres of land in the heart 
of New Delhi, has given rise to conten- 
tion while still in its blueprint stage. 

The much-publicised International 
Architectural Design Competition or- 
ganised for the Rs 600 million (US$48 
million) project by the government at- 
tracted over 900 applicants, of which 
over 600 were from 36 foreign coun- 
tries. Eventually, 194 submitted their 
designs to the seven-member interna- 
tional jury headed by British architect 
James Stirling. The contestants includ- 
ed Denmark's Henning Larsen, winner 
of the Aga Khan award for Saudi 
Arabia's secretariat building, Britain's 
Frank Woods, who helped design Lon- 
don's Barbican Centre, William Porter 
of the US who heads the joint Harvard- 
MIT programme for architectural 
studies, Raj Rewal who planned New 
Delhi's Asian Games Village and Jeet 
Malhotra, a protégé of Le Corbusier 
and currently chief architect of the New 
Delhi Municipal Corp. 

After a suspenseful screening pro- 
cess, the jury submitted its verdict — in 
sealed envelopes which were publicly 
opened by Prime Minister Rajiv Gandhi 
who announced the winners. The first 
prize of Rs 1 million, plus the option to 
supervise construction of the centre, 
was bagged by Ralph Lerner from the 
US, who is on the faculty of Princeton 
University. The second prize of Rs 
500,000 went to 34-year-old Gautam 
Bhatia, who got his Master's degree in 
architecture from the University of 
Pennsylvania after ee ey a medical 
course in Washington. The third prize 
of Rs 300,000 was shared by entries 
from France, Greece and Britain. 

The publicity surrounding the event, 
which was seen as part of the govern- 
ment's policy of promoting packaged 
culture, caused а counterblast of 
equally forceful criticism. The fact that 
four of the five winners were non-In- 
dians sharpened resentment among 
local architects who felt that the govern- 
ment had proved susceptible to the en- 


demic “craze for phoren." Questions 
were asked as to why scarce foreign ex- 
change should be spent on importing 
ideas when there was no dearth of indi- 
genous architectural talent, which 
would be better suited to design a com- 
plex meant to house Indian culture. 
Kapila Vatsyayan, secretary in the 
department of art and culture and one 
of the four Indians in the jury, pooh- 
hed such objections as cultural- 
y isolationist. Other queries, how- 
ever, could not be as easily dismissed. 
For instance, why was Charles Correa, 
India’s most acclaimed architect, who 
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initially was associated with the project, 
not included in the panel of judges, 
which was selected by the prime minis- 
ter? 


A: Indian architect, Ravi Sikri, has 
claimed that, apart from some 
minor irregularities, Lerner's pue 
ning entry violates the height restric- 
tions specified in the rules of the con- 
test. Expressing “amazement” that the 
lapse should have gone unnoticed by the 
jury, Sikri has contended that the panel 
was given only four days to evaluate the 
entries and has suggested that the com- 
petition be "declared null and void." 
The point has also been raised as to 
whether Lerner, who has never been as- 
sociated with a major project, has the 
ne experience to tackle the 
mammoth task with which he will be en- 
trusted under the rules of the contest. 
An official spokesman, however, has 


emphasised that the organisers have 
been "thrilled" by both the response to 
the competition and the jury's decision. 
Lerner's entry, which embodies a 
thesis of tradition and modernity, is said 
to highlight Edwin Lutyen's vision of 
New Delhi, what Lerner has described 
as a “paradoxical pairing" of garden en- 
claves with a ^monumentality" based on 
a "hierarchical organisation" of struc- 
tures. As visualised by Lerner, the 
centre will be divided into five major 
courts, each representing a specific di 
cipline, from folk and tribal lore to the 
visual arts, organised along a central 
axis. 

Borrowing from India's architectural 
legacy, from the temples at Tanjore, 
Somnathpur, Bhubaneswar and Ram- 
garh to the pavilions and arched gate- 
ways of Fatehpur Sikri, the award-win- 
ning model, in the architect's words, 
"reiterates the role of the centre whose 

purpose is to encompass all arts 


gion and social groupings." 


like a word from the sponsors, 
Bhatia's 
entry reflects, in the words of the 
jury, "an original and informal 
approach" which is in keeping 
with the youthful designer's 
ebullient personality. 
says that his initial inspiration 
came from a quote of Mrs Gan- 
dhi that accompanied the in- 
structions for the competition: 
"Indian culture represents inner 
reflection and active participa- 
tion." In his design, Bhatia in- 
terpreted this as a complemen- 
tary arrangement of research 
facilities and auditoriums for the 
performing arts. A trip to 
Ajanta helped shape his con- 
cept: "The placing of so many 
small temples to different gods, 
under one roof, and the harmonious 


manner in which they had been picon | 


gave me the mental clue I needed. 

With the help of a few architect 
friends, Bhatia managed to complete 
his model — made of cardboard, which 
was all that he could afford — in just 
over three months. 

Like Lerner, however, Bhatia has no 
major buildings to his credit. He re- 
turned to India from the US in 1982 with 
the idea of designing prototype modern 
structures based on traditional designs 
and materials. But, as he frankly con- 
fesses: “This did not really work out. I 
did make some houses, but their cost 
became prohibitive. I don't know what 
happened to them. Probably they have 
fallen down by now.” The prize-winners 
as well as the organisers of the contest 
are waiting for the dust of dispute to set- 
tle before beginning to plan seriously 
the shape of things to come. 
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ul Ensor in Seoul 
hen Japan revised its school text- 
books; toning down earlier ac- 
nts of atrocities committed by the 
anese Imperial army in Asia, Ko- 
ns and Chinese were outraged. Now 
ith Korean scholars are debating 
nned revisions in their own 
books, which seek to glorify their 
ntry's past in broader brushstrokes 
n before. In their arguments over the 
posed changes, scholars here are dis- 
ying much of the righteous Confu- 
ervour of their ancestors. 
[арап is never far away from the 
"of how this country's history 
be explained. The idea of a sub- 
antial. re-interpretation’ of Korea's 
St became popular after the con- 
fersy over Japanese textbook revi- 
‚ in the early 1980s. Critics of the 
ig texts claim that they still betray 
nany marks of the influence from 
compilation office of the Japanese 
nial government, which ruled 
orea from 1910-45. 
orries about the legacy of Japan- 






























ese interpretations of Korean history, 
which were originally designed to belit- 
tle the country and justify the annexa- 
tion by Japan's armies seem: under- 
standable, “So much of modern [South] 
Korea has come directly or indirecth 
from Japan, it is sometimes hard to tell 
what is ours and what is theirs," said one 
ex-Tokyo correspondent to a leading 
Seoul daily. It is disturbing to find that 
another facet of modern life — the 
country's view of its own past — is also 
affected. 

Critics of the established tradition 
have problems with their own Japanese- 
educated elders who dominated history 
departments until the late 1970s. A 
leading figure among this elder group, 
now retired, is Yi Pyong Do, who re- 
ceived a degree at Waseda University in 
Tokyo in 1919 and has served on histori- 
cal compilation committees of both the 
Japanese colonial government and its 
South Korean successor. 

As.professor of Korean history at 
Seoul National University, Yi was a dom- 





igure 
ment circles. Yi's detrac 
at criticising his approach and 


followers; with a suitably Confucia 
ference to lineage, they 

he is related to Yi Wan Yong, who as 
prime minister helped formulate the: 
terms of the treaty which Japan used to 
legitimise its annexation of Korea. ^ - 
“It is a known fact that the present | 
book is polluted with” Japanese 
chauvinism and we want to make a 
totally Korean version of our past,” said 
Park Song Su, a professor of history at 
the government funded think-tank on 
historical and cultural matters, the 


‚ Academy of Korean Studies.. He. calls 


the existing version a “Japanese house 
with a Korean roof.” He says the new 
version is still heavily “polluted,” and 
represents an unfortunate.compromise: 
"The Korean people demand we make 
rice rather than gruel of our history," he 
says, "Now we have neither rice nor 
gruel." ; 


he new version’s: more: traditional- 

ist. critics are more. circumspect: 
Lee Ki Baik, a professor of Chunchon 
University and a member of the older 
generation of scholars explained, that 
“public interest in history witha 
nationalist. view has risen recently, - 
so it is dangerous for scholars to get 
involved in open discussion." Popular: 
interest is indeed strong. The commit- 
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home time after their British colonial 
ыў forebears arrived and claimed the 
fifth continent, Australians began to sit 


eyes had been the end of the earth, 
thest east, was the here and now. 
some, that was alarming. 
European literature, art and music 
d for centuries romanticised. the 
ient, a remote, exotic and largely im- 
ginary place. But for Austrálians, what 
ad been the Orient was now Asia: it 
vas near and real, and it would not go 
way. 
The start was less than promising. 
stralians plied an illicit trade with 
ina in sandalwood and sealskins; 
Nustralian whalers іп the Lady Rowena 
nd the Earmont were wrecked off 
dokkaido, where some adopted a Bri- 
ish arrogance; immigration from Asia 
s- legislated against in 1901; news- 
permen like С: E. Morrison, У, Н. 
d and J. R. Black went to China 


d look about them. What to Eng- . 








this a taunt Australians did not like. 


ne Asian horizon 


g the Gap: A Novelist's Essays by C. J. Koch. The Hogarth Press. £4.95 


and Japan from Australia and began an 
enduring tradition of making them- 
selves unpopular by reporting the facts 
as they saw them, and b, 1900 the first 
Australian armed contingent had been 
sent to Asia, to support the Empire in 
the Boxer rebellion. 

Having Asia at such close quarters 
made ideas of the Far East and the 
Orient out of date: yet few Australians, 
commerce and conflict apart, saw much 
potential in their new environment. The 
British heritage hung between Australia 
and Asia like a curtain, until the fall of 


Singapore, when the Stars and Stripes | 


was draped in its place. 

The way Australians saw Asia reflect- 
ed the way they saw themselves. Genera- 
tions of Australians, inalienably Western 
in their ideas, had to accept the Euro- 
pean view of them as Antipodeans, 
underesteemed and underfoot. Newly 
assertive Asian politicians soon found 





But every generation of Australians 
has had its Asianists. At the same time 
that Japan was opening its eyes to the 
West, some Australians were beginning 
to look with interest to. the East. 
Chinese and Japanese artifacts were 
collected and studied; scholars and 
artists. began to travel and: live in 
Asian countries in slowly growing num- 
bers. ' | 

Australian painters and print-mak- 
ers, musicians and potters responded 
early to the stimulus of the arts of Asia, 
and still do. Fiction writers and film- 
makers were slower. Awareness has re-- 
cently grown among dramatists. But 
Nobel Prize-winning author Patrick 
White and Booker  prize-winner 
Thomas Kenneally, heirs of a European 
tradition, show no interest at all in Asia. 
As Christopher Koch explains: “You 
can’t know. a people unless you know: 
what their childhood was.” 

But by the.1970s, younger Austra- 
lians were coming to terms with. Asia; 
helped by friendships with. Asian stu- 
dents in Australia, the growth of Asian 
studies there, cheaper airfares, prosper- 
ity, and crumbling conventions. 

Some went to Asian countries to 
study and work. Others went for adven- 


and contact with ancient cultures 





































tee to revise textbooks gets a large 
number of letters with suggestions, even 
from remote islands. The revised ver- 
sion is likely to be adopted later this 
year. 

Many of the proposed changes 
centre on prehistoric periods about 
which there is little historical evidence. 
By far the most significant single change 
involves a new. interpretation of the 
mythical Tangun, who is supposed to 
have founded the first Korean kingdom 
in 2333 BC. Whereas the current history 
describes Tangun as legend, the new 
version would call him a legend “based 
on historical fact.” 

Arguments over Tangun may con- 
tinue as long as those over the Japanese 
legacy, but for different reasons. Tan- 

n enthusiasts such as Park see 
im as the basis for a new sense of 
ride: “If we admit Tangun was fact,” 
e says, “we admit we had an autonom- 

ous culture, which would mean a trans- 
formation in the people’s sense of 
nationhood.” Christians have criticised 
past gestures of government support for 
a Tangun revival as an attempt to create 
a nationalistic state religion in much the 
same way that Japan’s military leaders 
used Shinto in the 1930s and 1940s. 

The new version would push the bor- 
ders of the old Chosun (400 BC to AD 
100) further into Manchuria, saying that 
it was centred in the Liao river basin, 
which is well north of modern North 































Most were looking for an alternative to 
Europe. Some found in Asia a non- 
Western frame of reference for their 
own Australian identity, and built 
novels around it. Suddenly, novels 
about Asia were a new wave: writers 
included Blanche d'Alpuget, Robert 
Drewe, Roger Pulvers, lan Moffitt, 
Margaret Jones апа 
Bruce Grant. 

Several of them were 
or had been journalists. 
Often, what they wrote 
was thinly veiled auto- 
biography, from the first 
encounter of an inexperi- 
enced Australian with 
the modern face of an 
ancient society, through 
various exploits, to where 
he/she gets out of the 
country the wiser for the 
experience. 


The genre has diversi- 
fied in the 1980s, to 
include such cosmopolitan novels as 
Brian Castro's Birds of Passage, Don'O 
Kim's The Chinaman and Nancy Cor- 
bett's Floating. An Australian novel 
about Asia is no longer unusual, or a 
contradiction in terms. 

Koch's title essay in this collection, 
Crossing the Gap, was first presented to 
a small conference in Canberra in 1979, 


































Korea's borders, rather than the cur- 
rently accepted view which locates its 
capital somewhere around modern 
Pyongyang, the capital of the North. 
Accounts of Chinese settlements in the 
North, and those of the Japanese on the 
southern coast in this period would dis- 
appear from the text. 


more positive theme of revisionist 
history is the view of Koreans as the 
agents and initiators of their history and 
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where writers discussed Asia as a new 
world for Australian fiction. He had led 
the trend in 1965 with Across the Sea 
Wall, a novel about India. The short 
time he had spent there on the youn 
Australian's ritual voyage to England 
became a "detour for life," he writes. 
Koch's voyage of discovery began 
OLAHPAPPO in Indonesia, which 
he made the setting for 
The Year of Living 
Dangerously (1978). His 
two main characters, the 
cool, tall, Anglo-Aus- 
tralian radio correspon- 
dent and his tormented 
cameraman, Australian- 
Chinese and a dwarf, are 
two faces of one person, 
and both of them, Koch 
himself says, are “pro- 
ducts of a dying colonial 
world." 

Koch's novels, taken 
together, go deeply 
through many strata, 
some of which he lays bare in this essay. 
Indonesian, Indian and Celtic mythol- 
ogy are layered between his reflec- 
tions on Christianity, folk music and 
pagan cults. To make a film script of his 
stories is inevitably to over-simplify 
them. 

In Crossing the Gap, Koch has not 
assembled a set of unrelated essays as 


culture rather than as the victims of mili- 
tary, cultural and political incursions 
from outside. Thus stress will be added 
to the idea that Unified Silla ( AD 688- 
935) developed its own culture, even 
though it was influenced by China. The 
Mongol invasions and occupations in 
the 13th century, and the recent Japan- 
ese colonial period are described as 
periods, not of occupation, but "na- 
tional resistance." 

Similarly, themes of continuity and 
positive development will replace some 
earlier interpretations. The Yi (1392- 
1910) dynasty's perchant for moving its 


j capitals will reflect a “progressive 


spirit,” and the fierce factional politics 
of the 17th and 18th centuries are not 
seen as periods of political conflict but 
as early stages in the development of 
“party politics.” 

The issue of legitimacy has plagued 
successive South Korean governments 
since 1953, not only because of the com- 
petition from the North, but also due to 
the fact that they all took power rather 
suddenly. Chun Doo Hwan's fifth re- 
public, which gained power by force in 
1980, is no exception. Giving a sense of 
continuity, and building up links to the 
past are ways of coping with such wor- 
ries, but they are dubious ones. As one 
Seoul National history professor com- 
plained: *The thrust is all € be- 
cause it is so steeped in the political 
needs of this government." 


some writers do with their spare short 
stories; he has provided keys to his 
past and future work, to have it better 
understood. These are, as he says, à 
writer's essays, and the keys are hidden 
among his observations on other writers. 

In. what he says about Hermann 
Hesse, whose childhood was “con- 
stantly divided between two worlds," 
Koch could have been writing of himself 
as a child, devising medieval fantasies 
for a model theatre he had. In Thomas 
Wolfe he has a mirror-image: "A man 
who wanted, like Proust, to fix forever 
every youthful memory, who wanted to 
read every good book every written." 
Here, surely, is Koch the encyclopaedic 
reader. White and Randolph Stow he 
admires for their “inward and outward 
journeys”: they match his own. 

Koch is at his most lucid in writing of 
places: London as seen from a Lyons 
cafe where he worked as a waiter, or 
from an insurance company where he 
wrote addresses on envelopes; pot cul- 
ture in California; Ma’s Pub in both old 
and new Hobart. 

These essays sum up the genesis of 
Koch's own work, and point to what is 
involved in copes a literature for a 
new society on the edge of Asia. 
Novelists in Asian countries have, as 
yet, barely glanced at Australia. When 
they do, the gap will really have been 
crossed. — Alison Broinowski 
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5519.500 
"he authors of this book believe that 


ted to “the multitudes in Japan, 
rea and the rest of the world who 
e yet to realise the central position of 
rea in Japan’s early history and her 
development.” And it is dated 
515th year [1984] of the ‘Horse- 




















is is precisely 100 years short of 
1,615 years which have passed since 
369, when the authors claim that 
press Jingu came from Korea to con- 
r Japan, thus disputing Japan's ear- 
histories, according to which Jingu 
ed Korea from Japan. Even in a 
k "intended for popular consump- 
‚ rather than the specialist's tedious 
ding," such computational errors 
the facts and conjectures which the 










orseriders march on | 
)an's Hidden History: Korean Impact on Japanese Culture by Jon Carter 
Ovell and Alan Covell. Hollym International Corp., Elizabeth (New Jersey), Seoul. 


authors have marshalled in support of 
their romantic but improbable theory. 
In AD 346 “a small, weary group of 
once-proud Puyo tribesmen” moved 
southward into the Korean peninsula 
after their homeland between the Sun- 
and Yalu rivers in Manchuria had 
en destroyed by another tribe. A 
group of perhaps only “a few hundred” 
refugees worked its way down the 


рли with an infant princess — the - 


iture Jingu. e 
An older Jingu became the consort 
of Chuai. In Japan's earliest histories 
Chuai is a Japanese emperor, but in the 


present theory he is the chief of the | 


Kaya, a Korean tribe which “surveyed a 
loosely bound trading empire . . . а 
widespread maritime conglomerate of 
small city-states [which] apparently in- 
cluded the island of Tsushima, the 





|. the late fourth century to AD 510. Then 


n to осени 
Taegu, along the Naktong River which 
connected the two settlements.” 

' Chuai did not want more heirs and 
did not share Jingu's dream of conquer- 
ing Japan. And so the frustrated Jingu 
turned to Chuai's “Prime Minister and 
leading male shaman” and became pre 


nant. She delivered Ojin in Japan 







where her lover defeated the armies of 
Chuai's sons. Having achieved her goal 
of conquest, Jingu received a seven- 
үн sword from the king of 
aekche, a rival Korean state, in AD 
372 according to Japanese records. 
“Thus Ojin was the first of a line of 
ten ‘emperors’ with Horserider blood 
who occupied the throne of Japan from 
















a com ise candidate was put on the 
throne." He was half horserider, and 
half Shintoist of Korean ancestry. | 
During the more than 100-year reign 
of Horserider emperors, “religious be- 
liefs were 100% Shamanist.” The rulers 
were buried in colossal keyhole-shaped 
idouble-mound tumuli, in decorated 
tomb chambers filled with provisions 
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ike a far-flung tribe of Topsys, the 
English language has just grown, in 
int climes, states new-born and ac- 
s unknown in the remote mother 
ntry of its origin. Britannia might 
| be dumbfounded by the latter-day 
el she has created, a gift of strange 
gues stretching from Brooklynese 
ydney  "Strine," Singaporean 
singlish” to Polynesian pidgin. Rising 
bove this hubbub is Indian English — 
ndlish" as some will have it, or 
indlish" — in itself a language of 
complexity, including as it does 
rything from Bengali Bloomsbury, 
urtesy of Calcutta University, the Bri- 
h Council and the LSE, to Punjabi 
'kshire via the back alleys of 
dhiana and Leeds. 
Та The Story of English, the compan- 
ion book to the BBC televised series of 
the same name, authors Robert 
McCrum, William Crann and Robert 
MacNeil note that according tosome es- 
imates India now has more English 
speakers — some 70 million — than Bri- 
"The marriage — that some persist 
lling a misalliance — of English and 
the Indian languages has resulted in 
urgess has described as 
; “complete with the 
colloquialisms of Calcutta and London, 


Shakespearian archaisms, bazaar whin-* 
; references to the Hindu pantheon, | 











logers and fornicators 


obson-Jobson by Col Henry Yule and A. C. Burnell. Centenary Edition, Rupa 


the jargon of Indian litigation, and shrill 
Babu irritability altogether. It’s not 
pu English, but it's like the English of 

hakespeare, Joyce and Kipling — 
gloriously impure." 

The so-called “Raj revival," the 
emergence of writers like Salman 
Rushdie and Amitav Ghosh and. the 
growing Western cult of ethnic chic have 
given Indian coinage a wider circula- 
tion. Words such as bungalow, calico 
dumdum, gingham, khaki and shampoo 
had long been a part of everyday Eng- 
lish, often without the user being aware 
of their Indian origins. In more recent 
times, however, there has been an 
enormous increase in the specie that 
constitutes the conversational small 
change of English-speaking India. In its 
1976 "Supplement of Indian Words," 
the Little Oxford Dictionary traced the 
provenance of terms like "gherao," 
"jhuggi," "razaka" and "Naxalite." 

Perhaps the most productive verbal 
mint has been the Bombay film world 
and the gossip-column industry which 
both supports and feeds off it. Con- 
fronted with à “gich-mich” of “cham- 
chas," "hangamas" and “deesum- 
deesums," the uninitiated could well be 
left “bilkul tazub" by this “bindas” as- 
sault. ye 
‘Even seemingly familiar words can 
undergo bemusing semantic transfor- 








ae 


mation in their Indian reincarnation, 
For instance, in contemporary Calcutta 
"para" slang, "disco" is used as an ad- | 
jective indicative of a desirable quality: 
in a thing or person, be it a choice cut of 
fish or a particularly close friend. 

In an effort to keep track of this ver- 
bal РБА boom, the Indian branch 
of the Oxford University Press is said (о. 
be planning a dictionary of Indian Eng- 
lish. The proposed project is.all the... 
more interesting in that it comes 100 
years after the publication of the cele- 
brated Hobson-Jobson, the first com- 
prehensive “glossary of colloquial 
Anglo-Indian words and phrases, and of 
kindred terms, etymological, historial; 
geographical, and discursive," a special 
centenary edition of which has recently 
been released. Edited by Col Henry 
Yule and A. C. Burnell, Hobson-Job- 
son derived its name from the Muhar- 
ram call of “Ya Hansan! Ya Hosain!” as 
heard by foreign ears. ЖҮ 








Y described the phrase as “a typi- 
cal one of the most highly assimi- 
lated class of Anglo-Indian агрог. . . 
My friend Major John Trotter tells me 
that he has repeatedly heard it used by 
British soldiers . . . and has heard it also 
from à regimental moonshee.” A sup- 
porting "statement of facts," charac- 
teristic of the work, includes quotes 
from sources as diverse as translated 
Persian manuscripts and the Oriental. 
Sporting Magazine, © 

From barrack room to daftar, bazaar 
to club house, the colonial experience 
found its everyday utterance in a poly- 
plot | besides borrowings 
















mprising, | 
digenous languages and dialects, | 


for life in the next world. 
“At some time, the former 
posee of burying actual 

orses and people was 
given up and clay statuet- 
tes substituted." 


imilar keyhole tumuli 

have been found on 
the southern coast of the 
Korean peninsula. The 
practice ої building 
mounds over stone tomb 
chambers “had cen- 
turies before in the Cau- 
casus Mountains [and] 
had travelled across 
Siberia" and down into 
China and Korea, and 
then across the sea to 
Japan. But “none is as 
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shoki, one of Japan's 
earliest histories. But the 
Covells have not sup- 
ported their Korean 
nationalist preconception, 
that Japan’s imperial line 
and civilisation were 
founded by Koreans, with 
hard archival and ar- 
chaeological scholarship. 
And their descriptions of 
monuments are inaccu- 
rate. 

Even in the book's 
poor-quality photos, it is 
clear that the mausoleum 
assigned to Nintoku still 
has three moats. The nar- 
row outer moat was not 
built until around 1870. 
The tumulus has nearly 
three times the base area 
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high or as extensive as the 
tumulus which [Ojin's son Nintoku] 
is said to have supervised for his own 
demise.” Nintoku's tomb “stretches 
475 m long and originally was surround- 
ed by three moats." 

The authors explain that only one 
moat remains today. “Nintoku’s mound 
had 26,000 m3 of stone used for its inner 


structure, with then earth and later trees 
allowed to grow on top. Its area in its 
original state was half that of an Egypt- 
ian pyramid.” 

This highly imaginative account 
of Chuai, Jingu and Ojin is not an im- 
possible interpretation of the corres- 
ponding chapters of the AD 720 Nihon- 





words from Arabic, Persian, Burmese, 
Portuguese “and a host of other tongues 
— all subjected to the peculiar phonetic 
distortion that was the privilege of the 
sahibs.” 

This was the rough and ready 
charivari with comic opera undertones 
for which Yule, then stationed in 
Palermo, and Burnell of the Madras 
Civil Service, proposed to jointly write 
the libretto after an exchange of letters 
in 1872. When Burnell died in 1882, 
Yule carried on the work that had be- 
come like “a thread running through the 
joys and sorrows of so many years” and 
which finally he wound up in 1886. “My 
first endeavour in preparing this work,” 
he said in his preface, “has 
been to make it accurate; my 
next to make it — even 
though a Glossary — in- 
teresting.” 

And interesting Hobson- 
Jobson certainly is, even a 
100 years after its initial ap- 
pearance. A remarkable 
work of oral history, for the 
contemporary browser the 
dictionary conjures up the 
noontide of empire, with all 
its pride and prejudice, 
warts and vaingloriousness. 
Burnell had remarked that, 
by and large, Hobson-Job- 
sonisms were "from the in- 
tellectual standpoint, of no 
intrinsic value. Nearly all the 
borrowed words refer to 
material facts, or to peculiar 
customs and stages of socie- 
ty, and, thougha few of them 
furnish allusions tothe penny- 





a-liner, they do not represent new ideas.” 

It might have been added that ideas 
are a hazardous burden for colonialists 
to carry. Be that as it may, the diction- 
ary does provide a jumble sale of 
semantic furnishings, like a great 
godown crammed with the verbal coun- 
terparts of. stuffed horsehair sofas, | 
mounted trophies of the hunt and simi- 
lar curiosa — though, to maintain the 
furniture analogy, one does miss the 
"Roorkee fornicator" (a lounging chair 
with folding leg rests, a must on every 
up-country colonial veranda) which was 
a later invention. 

But from ag-gari (fire carriage, train) 
to zamburak (a swivel gun), Hobson- 








and over half the volume of the Great 
Pyramid of Khufu at Giza. And there is 
no archaeological evidence that the 
clay figures found on some Japanese 
mounds were "substitutes for the 
human sacrifices carried out by the early 
Horseriders" — or by anyone else. 

— William Wetherall 





Jobson provides in its 1,000-odd pages a 
comprehensive vade-mecum for the 
qui-hi (old India hand) until the time 
of Queen Victoria's jubilee celebra- 
tions, a burra-din (great day) requirs 
ing much bundobust (arrangements) 
and copious etes of simpkin 
(champagne). Here is a motley throng 
of pukkah  sahibs and  cheechees 
(Eurasians), boxwallahas (itinerant 
tradesmen) and burra-beebees (grand 
dames), upper rogers (young rulers) and 
vendu-masters (commission agents), 
rum-johnnies (dancing girls) and chue- 
karoos (urchins), all enough to make a 
gentoo (Hindu) and topeewalla (Euro- 
pean) jointly exclaim Bobbery-bob! in 
discombobulation. 

Through it all, entertain- 
ment mingled with erudition 
bubbles up like fizz in a glass 
of bilayuttee pawnee, or soda 
water. “And every night 
and morning/ The bobachee 
[cook] shall kill/ The sempit- 
ernal moorghee [chicken]/ 
And we'll all have a grill," 
says the quoted anonymous 

t of “The Dawk Buna- 
ow," succinctly killing two 
birds with one bilingual 
tone. 

But fascinating though it 
is, Hobson-Jobson under- 
lines the need for a modern- 
day moonshee (interpreter, 
teacher) à la Yule and Bur- 
nell to table the story of post- 
independence Indian Eng- 
lish, a living language in 
search of a lexicographer. 

— Jagdish Bhatia 






















‘Shim Jae Hoon in Jakarta 

"he World Bank’s latest report on the 
Indonesian economy provides little 
encourage foreign lenders who have 
d behind the country while its debt- 
icing load has soared to near crisis 
s since oil earnings began their slide 
pa, Apprehension over the growing 






















































structuring of the economy so the 
try can earn the foreign exchange 
rvice its debt, dominate the report. 
The report is timed to provide a 
Heat to. the annual meeting їп 

ague in mid-June of the 12- 
ber Inter-Governmental Group on 


sortium which coordinates. official 
ing to Jakarta. There is little the 
orld Bank has to say to provide any 
r to the IGGI members and much 
worry them, with the forecast that In- 
nésia’s debt-service ratio this year 
| be around 41% and is unlikely to 
| much for several years. 
Given Indonesia's critical depen- 
nce on the energy sector for its econo- 
C health, the dark tones in 
which the report is drawn should 
rprise few. In fact, in the view of 
ome local economists the report 
nderstates the magnitude of 
problems facing Indonesia in the 
wake of last year's collapse in 
ergy prices. Some private com- 
mentators even wondered if the 
World Bank was not over-es- 
ting the Suharto govern- 
"s adjustment to external 
allenges and thus obscuring the 
tent of economic crisis gripping 
he country. 
| The severity of effects from the 
-price collapse became ob- 
ious in January, when President 
harto unveiled a tough 1987-88 
dget, containing huge cuts in 
айу all aspects of the 
Dvernment's spending. programme 
Review, 15 Jan.). The failure of the 
rices -of oil and other major com- 
modities such as palm-oil to regain 
trength since then, has deepened un- 














rformance. 

The government has responded to 
he sharp drop in oil and gas income by 
educing the state's dependence on the 
!ydrocarbon sector for revenue — from 
5% in last year's budget to 4096 in the 








mobilisation (such as through more effi- 
ient tax gathering) has received priority. 


At the same time, energy's share of 


Indonesia pays dearly for its big yen debts · 


Borrow less, 


оаа, plus warnings of the need for . 


onesia (IGGL), the international aid | 








' national product. 





wmm Total debt service ratio. sume Debt service to GNP 


"Projected, Source: The World Bank and Bank Indonesia. 


REVIEWGRAPH by Andy Tang 


New-look farm policy needed - 


By Vaudine England in Jakarta 
ithin the context of a seriously 
worsening balance of payments, . 
anners should be directing 
to austere budgeting, 
coherent monetary policy and greatly 
improved domestic resource’ use, ac- 
cording to the World Bank report. 
In particular, a radical reorientation 
of agricultural policy is required. This 
“sector, which accounts for 24% of 
domestic product and 60% of non-oil 


ertainty over the balance-of-payments |. 













rent fiscal year. Domestic resourcé ` 








оме more - 


export earnings has dwindled markedly 
while the non-energy sector —- compris- 
ing primary commodities and certain 
manufactured items such as textiles and 
plywood —- has risen. It has been 
seta target of 50.3% of the total export 
goal of US$15 billion for the current 
year. If this is achieved, it will be the 
first time in decades that Indonesia's 
non-petroleum sector has taken the lead 
in foreign-exchange earnings. 

With the World Bank estimating the 
loss of oil receipts equivalent to a third 
of domestic budget revenues and of 
merchandise exports, the need for the 
non-energy sector to attain its goal.of 
US$7.6 billion — an increase of US$1 
billion over its performance last finan- 
cial year — has become crucial. In fact, 
it is the sluggish pace in this area that has 
provoked growing concern over the bal- 
ance of payments.: 

The report warns that even if the oil 
price has regained the US$25-a-barrel 
level in 1995 (it estimates the price level 
will hold at US$16-18 through 1990, 


INDONESIA'S DEBT SQUEEZE Ё 








provided Opec can continue to regu- 
late its production levels), oil income — 
calculated in 1985-dollar value — would 
still be less than half of the peak level 
achieved in the early 1980s. "[Such a 
prospect] requires a longer-term struc- 
tural change in the Indonesian econ- 


;omy," it says, referring to the key role 







the non-energy sector is expected. to 
play. The report warns that Indonesia 
might have to live with a permanent loss 
of revenues from the oil sector and the 
consequent urgency in the need to find 
alternate government revenue and 
foreign-exchange sources. ^ ^ ^. 
Apprehension over Indonesia’s 
growing external debt constitutes a cen- 
tral theme of the report. On a disbursed 
and outstanding basis, Indonésia’s over- 
seas liabilities in public and private 
loans will soar to US$42.7 billion by the © 
end of this year, up from US$37.9 bil- ' 
lion in 1986. The World Bank forecasts 
them to reach US$45 billion next year 
and peak at US$46.1 billion in 1990. It 
will not be until 1995 that the level is ex- 
pected to stabilise at US$43.5 billion, 
equivalent of half the country's gross 










The report confirmed the mounting 
concern over the rising debt-service 
ratio, which will hit 41% of total - 
foreign-exchange earnings this year, up 
from 38% in 1986. Again, it is not until 
1995 that the ratio is expected to decline 
to 25.4%, after hovering around 36- 
38% for the next three years. As more 
and more debts fall due for amortisa- 
tion, Jakarta is heading into the storm 
zone for at least the next three years, 

_ Unfortunately | for — policymakers 


“here, much of the increase in debt has 


occurred. through currency realign- - 
ments rather than new borrowings. Ap- 
preciation of the yen and European cur- 


 rencies over the past year has added an | · 





exports, has to face up to three impor- 


‚ tant facts: that Indonesian rice is not of 


sufficiently high-quality for export and 







current high yields will be difficult to im- 
prove on; that the government cannot 
afford to continue substantial subsidies 
| to the sector, and, that the current ad- 
“ministrative approach is unsuited to the 
complexities of crop diversification and | 
the need for private investment. —— 

















extra burden of US$3.5 
billion, according to Fi- 
nance Minister Radius 
Prawiro in early January. 
The exchange loss could 
further worsen if the yen 
rises higher. Indonesia's 
trade structure — heavily 
dependent on Japan and 
Europe for imports while 
most of its exports are 
pegged to US dollars — 

contributed to the 
worsening balance of pay- 
ments. 

Why the techno- 
crats who have earned so 
much praise from the 
World Bank for “wisely 
managing the economy” 
failed to respond more quickly by re- 
structuring some loans, replacing ex- 
pensive yen debts with cheaper dollar 
credits, has confounded many econom- 
ists. "That's precisely what I want to 
ask,” snorted Anwar Nasution, econo- 
mics professor at the University of In- 
donesia and a prominent commentator, 
when asked about this point. “Good re- 
sponse is what's missing here," he 
lamented to the REVIEW. 

Nor was he assured the lesson had 
now been learned. "It's a ridiculous 
situation," he sighed, pointing to sev- 
eral new loan commitments signed this 
year, including the huge %150 billion 
(US$905 million) untied loan 
negotiated at semiconcessional terms 
with D Export Import Bank for 
World Bank project-financing, and yet 
another ¥50 billion in commercial loans 
with a consortium of Japanese banks. 


Жо report urges IGGI to make new 
commitments worth US$2.5 billion 
in this fiscal year, the same as in 1986, 
saying it is crucial to sustain Indonesia's 
ability to control the situation and main- 
tain external creditworthiness. While 
the report foresees the current-account 
deficit this year falling to US$1.6 bil- 
lion, a striking improvement over 
US$4.1 billion for 1986, Indonesia will 
still require borrowings of an average 
US$6.6 billion a year for the next three 
years, up 18% from the past three years. 

At US$5-6 billion at the moment, its 


Bulog, the state logistics board, sticks to 
hice a amada oor ign 
security h rice production — 
lea alone more sensitive activities, 
such as domestic and external trade in 
other crops. The government currently 
intervenes in the market with import re- 


(US$60.8 million) in recent years. 
nates — 
con- 


foreign reserves are 
— to pay for five 
months' imports, and 
foreign bankers іп 
Jakarta — concerned as 
they are over lack of for- 
ward coverage — gener- 
ally discount the chance 
of Suharto resorting to 
such a politically calamit- 
ous course as reschedul- 
ing, touching off a con- 
frontation with the inter- 
national banking commu- 
nity — at least not until oil 
prices again tumble to 
about US$12-13 a barrel 
for as long as a year. 
Thus the current de- 
bate among Indonesian 
economists has focused on the escalat- 
ing amount of debt servicing rather than 
on the aggregate size of debts. With the 
World Bank report predicting this 
year's servicing requirement reaching 
US$6.9 billion, up from US$5.4 billion 
in 1986, and peaking at US$8.5 billion in 
1989, they are calling for relief through 
partial restructuring. of some debts. 
Hadi Susastro, of the Centre for 
Strategic and International Studies, 
says some private and public loans 
should have their terms renegotiated — 
with finer “spreads” and longer grace 
periods. He and others see such negoti- 
ation confined to a bilateral case-by- 
case framework rather than a large, for- 
mal setting involving all creditors. 
"Indonesia will have to continue 
managing its external borrowing very 
carefully," the World Bank report 
states, saying in effect that it should 
stop borrowing more commercial loans 
for at least a couple of years. Priority 
in development projects should move 
from starting new ones to enhancing 
podeis of those already underta- 
en, through more efficient operation 
and management. IGGI members have 
been asked to shift their aid programme 
to providing rupiah funding, including 
commodity loans, the proceeds from 
which can be converted into local coun- 
terpart funds to enable release of com- 
mitted, but as yet unused, multilateral 
agency loans. Things have indeed be- 
come tough for Indonesia. п 


tinued high levels of subsidy and bank 

loans are required to keep them in busi- 

ness. Improving implementation of cur- 

rent tax laws would increase non-oil taxes 

from 8.2% of GDP in 1986-87 to 10% in 
the next two years, the report says. 

Apart from distortions and bumbling 

in the funding of local governments, the 

bank points to serious operations and 

maintenance problems throughout the 

infrastructure. The result is 

i of existing capital 

loan-financed) and 

h expense of frequent attempted 
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Redefining 
Korea Inc. 


Foreign banks must now wait 
in line for debt repayment 


By Paul Ensor in Seoul 


Fo foreign lenders to South Korean 
companies, the concept of “Korea 
Inc.” has meant an implie antee of 
prompt loan repayment when borrow- 
ers stumbled into financial crisis; signs of 
a weakening in this assurance have many 
foreign lenders wondering how the con- 
cept is being redefined. Hints of a shift 
in policy started to show in the manage- 
ment of the collapse of two medium-sized 
construction companies at the beginning | 
of the year. More striking has been the 
handling of the recent Cankrapiel of 
Korea Shipbuilding and Engineering 
Co. (KSEC), the country’s third-largest 
shipbuilder, with around US$112 mil- - 
lion in debts to foreign creditors. 

In all three cases, foreign lenders 
have found themselves waiting in line 
with their local counterparts for the gov- 
ernment and company to sort out the 
situation — a direct contrast to major 
bankruptcies in the past when they were 
quickly reassured and outstanding debts 
paid off. Many look back to the last 
major bankruptcy involving substantial 
foreign lenders — that of the Kukje 
group in February 1985. Within days of 

ukje’s collapse, the government had 
formally assured foreign creditors that 


their money was safe, and foreign debts | 


were quickly paid off. 

The country’s dramatically im* 
roved current-account position since 
ast year, which has made it possible to 

start early repayment of outstanding 
debts, looms large behind the apparent 
change in attitude, bankers believe. 
Lending to South Korea has become “a 
buyer's market . . . they feel they don’t | 
have to worry about our view of the risk 
of lending here as much as when they 
depended on us to remain solvent," the 
country manager of a major US bank 
explained. 

Shim Hyun Sop, director for foreign- 
exchange policy in the Ministry of Fi- 
nance (MoF) rejects this suggestion. 
“They [foreign bankers] should under- 
stand that this is a period of transition — 
it is a matter of changing economic con- 
ditions, not changing policies.” Shim 
says that the treatment of KSEC's 
foreign debts “has not been an inten- 
tionally slow process." He adds that the 
contrast between Kukje and KSEC is 
not apt: “In Kukje's case, the company 


Dispute ships: page 58 
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ceased to, exist overnight; KSEC is 
merely in deep trouble.” 

All KSEC’s debts and interest pay- 
ments have- been frozen since it filed for 
court protection on 16 April, due 
mainly to an unresolved dispute with 
buyers of six undelivered ships which 
has dragged on for over a year. The an- 
nouncement came days before a re- 
newed package of loans on the US$171 
million contract came up for repay- 
ment. Since then the court has ap- 
pointed two lawyers and a team of 
around 30 accountants to ascertain the 
financial position of the company and 
report back to the court with a restruc- 
turing package, which will then be sub- 
ject to approval by KSEC’s main cred- 
itors — Korea Export Import Bank 

Kexim), the Bank of Seoul, and Korea 
evelopment Bank. 

KSEC is the oldest of South Korea's 
shipyards and the only one which is in- 
dependent of the major chaebol (busi- 
ness groups). It enjoys respect within 
the industry, and also owns a construc- 
tion company which among other things 
































market, currently working on two hous- 
ing projects, and a new bridge which 




































has broken into the elusive Hongkong 


connects the territory with Shenzhen. 

According to an official at Kexim, 
the company is still negotiating new 
contracts on ships to which, he said, *we 
are willing to give full support" — tak- 
ing up the 15% co-financing on ship pro- 
ject loans usually borne by foreign lend- 
ers. Along with Shim at the MoF he 
thought that the company would survive 
in some form rather than being merged 
with a stronger owner. In a letter sent to 
current and potential customers of 
KSEC, Kexim president Ryu Don Woo 
wrote, "The basic ability of KSEC to 
continue its business as conducted in the 
past has not changed and we will con- 
tinue to provide export financing . . . in 
accordance with our previous policies 
and practices.” 


either KSEC nor its local creditors 
were willing to discuss its financial 
sition, but foreign bankers estimate 
its liabilities add up to around US$675 
million compared to assets of around 
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US$490 million. Foreign debts amount 
to around US$112 million, roughly half 
of which is project related, without 
guarantees. 

"Korea Inc. is а case-by-case 
phenomenon, and head offices around 
the world are calling in for re-evalua- 
tions of the risk factor in lending to this 
country in the light of this case," said 
one British banker in Seoul. The treat- 
ment of KSEC is especially important 
because of the political backing ship- 
building has received in the past, and 
the heavy commitments foreign banks 
have made to the industry. 

Because they are not allowed to take 
collateral, foreign banks are heavily de- 
pendent on what are effectively political 
decisions regarding industrial strategy 
in evaluating loan requests. As one 
banker put it: “If things go sour with this 
one, we'll be thinking again about lend- 
ing to industries such as autos currently 
being touted in the ministries, especially 
non-chaebol borrowers like KSEC." 

The foreigners are sensing a 
change in thinking which goes 
deeper than treatment of foreign 
banks. Responding to political 
pressure, the authorities are think- 
ing again about how to manage 
corporate financial  collapses. 
When Jungwoo Development and 
Korea Development, two 
medium-sized construction com- 
panies, collapsed in December and 
January, new owners were found, 
as has been the case in the past, but 
with a few new features added, 
possibly aimed at deflecting criti- 
cism. 

The authorities used to sweeten 
arranged-takeovers of ailing firms 
with “seed money" — low-interest 
loans to cover the difference be- 
tween assets and liabilities. In the 
cases of these two contractors, 
extra funds are not being offered. 
Instead the new owners and banks 
are sorting out among themselves 
which loans will be written off — 
and they could be from foreign banks 
whose commitments to the two com- 
panies were relatively minor compared 
with those to KSEC. As in the case with 
KSEC, there is no timetable for this 
process: meanwhile finances are frozen. 

It is political pressure, above all, 
which is pushing the government to re- 
think its policies towards ailing firms. A 
series of arranged mergers in the past 
year has drawn heavy criticism because 
of the secrecy surrounding the seed 
money involved. The recent suicide and 
subsequent scandal at Pan Ocean Ship- 
ping, limping along with well over Won 
1.2 trillion (US$1.5 billion) in govern- 
ment-supported debts (REVIEW, 7 
May), has only added to the criticism of 
“bailout” practices. The authorities are 
also conscious that major bailouts have 
only irritated a problem which has come 
with rising current-account surpluses — 
rapidly growing money supply. п 
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space on a 61/2 acre site, it will be a dominant focal — all the major financial institutions of the city within a 


hicular a the doors of the office lobby, and 


Central Business District 





Buy Business Class. Fly First Class. 
Here’s a first-class proposition for you. 
From now to August this year, whenever you charge your be · 

Finnair Business Class ticket to the American Express® Card to + 

either North America or any major European destination; we'll | 

upgrade you immediately to First Class? Without extra charge. 
This means that you'll get to enjoy all the exclusive 
extras Finnair First Class has to offer, without paying a | 
cent extra. 
Or alternatively, you can choose to fly Business Class. 

And bring your wife (or husband) along for the trip at 

half the price of a second Business Class ticket. 

What more can you say to our more-than-generous + 
ss offer, except ‘Yes’. 


* Valid for travellers from Singapore, Malysia, Thailand and Indonesia only 













= Cards 
Don't leave home without it. GAINNAIR ai | 


Charge your Finnair Business Class fare to the Card ы and the champagne's on us 


Е 











Finnair Regional Offices & General Sales Agents “Indonesia “Р.Т. Golden Rama Express, Ist Floor, The Chase Plaza, Jalan Jendral Sudirman, Jakarta 

Tel: 588550 € Malaysia "Reliance Shipping & Travel Agencies Sdn Bhd, T033, 3rd Floor, Sungei Wang Plaza, Jalan Sultan Ismail, Kuala Lumpur, Tel: 2415476 

© Philippines * Arpan Air, Inc, Ground Floor, Pacific Bank Building, 6776 Ayala Avenue, Makati, Metro Manila. Tel: 8182601 ө Singapore Finnair (Singapore,) 541 
Orchard Road, #18-01 Liat Towers. Tel: 7333377 € Thailand Finnair (Thailand) 518/2 Ploenchit Road, Ground Floor, Maneeva Building Bangkok 10500. Tel: 2515012 ө 


*unchallenged authority! 


There is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It’s the Far East- 
ern Economic Review by an overwhelming majority! 


* unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don’t just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 


* unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 64,100 copies per issue. 


A growing number of advertisers have taken full advantage of this impressive growth. The 
Review has increased its ad page volume from 1,458 in 1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest concentration of 
Asia’s most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. 
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We are pleased to announce the = ibiieation of ASIAN 
STOCKMARKETS: The Inside Story. 


Written and edited by Anthony Rowley, the Review’s business editor 
this long awaited and much needed book details the strengths, weal 
| nesses, and idiosyncracies of Asia’s larger as well as lesser stock mar- 
iuustroted with charts eed grephafilinindescd ‘Kets. From the markets of Japan to Indonesia and from Hong Kong to 

the Indian Subcontinent, you get the inside story. Concise and com 
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us Rowley 5Боок makes ап important | 
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BO : will find ASIAN STOCKMARKETS: The Inside Story an’ invalua 
Robert Hormats, Director, 
“Goldman Sachs International, New York. guide to investing in Asia. 
"With this book Anthony Rowley, one of Whether you are a professional investor or novice this book is mu: 


соора аа reading for you. Your small investment in ASIAN STOCKMARKET 


meets а long-felt need for a definitive report 


оп Asian stock markets." The Inside Story today, may well pay large dividends in the future 
J. Mark Mobius, President, saving you time, energy and money. 
International Investment Trust Company, 
Taipei. To order your copies of ASIAN STOCKMARKETS: The Inside Sto 
"A very readable and important book. simply complete the coupon below and send together with correct p 
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time he travelled extensively in Asia апа Exp. Date — . Signature 20. 
had the opportunity to study capital-mar- 2 
ket development in the region at first hand. 
Before joining the Review, as Singapore 
correspondent, in 1976 the author worked 
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where he wrote on finance and investment. 
His first book, “The Barons.of European 
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FORESTRY 


A policy in the ashes 


Poor management, not fire, is destroying China’s forests 


By Dennis Richardson and Ellen Salem 


Ir less that three weeks, China’s Hei- 
longjiang province has lost about 3% 
of its forest cover, devoured in the coun- 
try’s largest recorded forest fire. The 
blaze, which has destroyed about 
600,000 ha of the Daxinganlin forest 
and is still raging, is a tragedy both in 
human and ecological terms. But its 
economic significance is far less: its im- 
pact on China’s pattern of timber con- 
sumption and importation will probably 
be minimal — and certainly less than 
the impact of poor forest-management 
policies over the past 20 years. 

The fire is raging in an area that is 
largely inaccessible and its over-mature 
с forest cover has barely begun to be 

exploited commercially. In such a 

forest, new natural growth is insuffi- 
scient to replace the decay of over-ma- 

ture trees, so commercially, the north- 
ern spur of the Daxinganlin forest is an 
unproductive resource. In addition, be- 
cause of its location in the far north, 
forest coverage is not as dense as in the 
more valuable forest stands in the south 
ofthe province. 

Any impact the fire has on China's 
imports of timber is unlikely to be felt 
until the next century. Peking's long- 
range plans, which incorporate a mas- 
sive afforestation programme combined 
with commercial exploitation. and in- 
creased felling of the over-mature, pri- 
mary forests, envision self-sufficiency in 


the raw materials needed for China's | 


forest industries by 2040. The forecast 
" of available reserves on which that pro- 
;jection is based includes the Daxingan- 
‘lin forest, so losses there will put off 

the day when self-sufficiency is achiev- 

ed. : 
But on average, China loses about 1 
million ha of commercial forest to fire 
and an unquantifiable amount to insect 
attack each year, so losses of the mag- 


„nitude of the Daxinganlin fire have been К 


"taken into consideration in 
of future supply and demand. 
Та the short term, China's timber im- 
port policy will be dictated by foreign- 
exchange constraints. Despite a grow- 
ing need for timber, log i imports in 1986 
fell by 26.2% from the previous year to 
7.152. million m?. According to one 
source, some of this shortfall. was -co- 
vered "by unrecorded imports . from 
"South Africa, possibly in the range of 
500,000. m?, as well. as. coünter-trade 
with Mongolia which may have adde 
another 500,000 to 1 illion тз to 
China’s imports. 


rojections 








0.056 m? in 1 
| the world) to 0.34 m? by 1990. 










The tential for a loss of gr ter 
in ver, should 


raging in Mongolia in.the Soviet Union 
or jump fire breaks on its western flank 
and affect the vast virgin forest reserves 
in Inner Mongolia. 

A puzzling aspect of this fire is why 
Peking did not, earlier on, ask for assist- 
ance from either the US or Canada 
which could have provided the Chinese 
with fire bombers and other sophisti- 
cated fire-fighting equipment. Now, the 
fire has grown so large that such assist- 
ance, even if requested, would prove to 
be of marginal use. 

But for China, the real threat to its 
timberlands is not from fire, but from 
the inefficient management of the coun- 
try's timber resources. There is now 
widespread acknowledgement that the 
annual timber harvest is significantly 
greater than new growth and that the 
shortfall is unlikely to be made up by 


new plantation production this century.. 


Until recently it was assumed that the 
mass. afforestation schemes launched 
with great fervour. in the 1950s and 
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19605 would ‘pred all the raw. materi- 
als needed for China’s forest industries 
“by 2000, and that per-capita consump- 
tion of forest pouce would rise from 

58 (one of the lowest in 


О: the basis. of Chinese data, advis- 
ers from international agencies re- 
commended increased felling in the 
dwindling, but over-mature, primary 
forests and an increase in imports to 
Cover the (supposedly temporary) gap 
between supply and demand. · 

J The reasoning was sound: therei is lit- 
le | а 











mature forest, in which ne gr 
balanced by volume loss from death ; 
decay. The timing and planning и 
sation, however, requires accurate. 
ventories and realistic assessments 
plantation survival and growth. та! 
Until 1981, this data was not availabl; 
Chinese researchers and, even n 
predictions lack authority. 
A recent article in the Econom 
Daily projects a continuing imbala 
of supply and demand to 2040, and 
beyond that date unless strict meas 
are adopted to curb “wanton fell 
protect newly planted areas. 
state forestry bureaux, 61 have ove 
and 25 have virtually no more reserv 
within “10 years or so," two-thirds of a 
forestry bureaux will have no more pri 
duction capacity. In the major fori 
provinces of Heilongjiang and Jilin, n. 
volume reserves are declining by sor 
10 million m? annually and productk 
exceeds annual growth by 38%. 
This data relates only to legally: 
ed, commercially traded timber, 
dition, there are frequent нане 
the Chinese press to illegal cutting. 
vironmental problems resulting fro 
forest destruction are causing alarm i 
and outside China. A World Bank co 
sultant concluded that "deforestat 
appears to be the country's most critic; 
environmental problem." Commerci 
forestry does. not, 
course, involve deforesti 
tion, but significant are: 
of commercial forest 
depleted by uncontrolle 
felling, and much ofitisn 
accounted for in offici 
Statistics. 5 
There are several cause 
for active forest depleti 
. First, there is a continu 
shortage of industri: 
timber and fuelwood 
throughout China. . Se 
ondly, the dominance. o 
the state in commer 
timber production (st 
bureaux control 53.496 
total’forest cover and.709 
of production-forest ге 
serves) has led to gros 
efficiencies in the w 
using DUREE. | 
palling waste and low Р 
fits per employee. Prices for “p an" 
duction are fixed, and because of a com 
plex and unrealistic grading system 
bear little relation to market values 
To maintain timber industr 
cashflows, forests are being overcu 
perhaps by as much as 30% t 
amount by which, in northeas 
quotas may be over-filled without p 
аку. Primary forests are clear-cut: 
secondary areas are selectively f 
ed; there is little incentive to 
mise deterioration of logs or s 
wood, and log and lumber yard hy 





















































































; , much of China’ s remaining 
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primary forest is in autonomous regions 
or prefectures, where the writ of Pekin 
does not run strongly. For politica 
reasons, conservation regulations are 
enforced less vigorously in these areas 
and, in the southwest, a good deal of 
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What about the workers 
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shifting cultivation is still practised. In- 
by demo- 
bilised soldiers) has been encour- 
aged and there has been increasing 
pressure on forests for non-productive 


migration for instance, 


uses. 


There is evidence, too, that refores- 
tation is being undertaken with rather 


less zeal than in the 1960s and 1970s. 


The instrument of organising mass par- 
ticipation in campaigns — the commune 
— which was a prominent feature of 
Mao Zedong's China, is no more. An al- 
ternative force for public works has 


yet to emerge. 


Е the central and southern рго- 


vinces — on good sites — there are no 
problems in persuading households to 


plant trees: the rotation periods are 
short and the financial yields promising. 
There is less enthusiasm for tree-plant- 
ing in poor soils, remote areas, and on 
sites where long rotations preclude 
Eee. Even though households 
are being given security of land tenure, 
there is reluctance to divert effort from 
more immediately profitable pursuits to 
tree-planting. 

e response to the impending 
timber-supply crisis has been realistic. 
In contrast to the 1960s it has been 
acknowledged and there is public de- 
bate about how to meet it; steps have 
been taken to secure supply bases over- 
seas (in the Pacific northwest of North 
America and in Brazil, with discussions 
under way with several other countries, 
including New Zealand and Western 
Samoa). 

For the first time, an “obligatory” 


Unemployment in Indonesia is a major government challenge 


By Shim Jae Hoon in Jakarta 


Th alarming growth in the number of 
Indonesians of employment age has 


rarely posed a 


government of President Suharto. But 


under the impact of years of recession 


brought on by the decline in oil price, 
that may soon change. 


Suharto had a chance to savour the 
nature of the problem on 14 


Mies 
May, when Dr Haryono Suyono, head 
of the National Family Planning Coor- 
dinating Board, reported to him that In- 
donesia's working-age population could 
hit 100 million in the next three years. 


That, he said, represents an increase of 


20-25 million over the 1980 estimate. 

"The Indonesians are [going to face] 
a big problem of employment in the 
next 50 years," Suyono told the press 
after briefing Suharto. However, even 
this assessment, especially the time 
frame, was seen by some domestic and 
foreign experts to be unduly optimistic. 

Suyono's prediction appears much 
more gloomy than the Manpower 
Ministry's projection of August 1985, 
which put the size of the workforce be- 
tween 10 years of age and 65 at almost 
77 million by 1990. Suyono's figure rests 
to a greater degree on demographic 
progression rather than labour-force 
development. 

Thanks to improved medical care 
and nutrition, and to an anticipated in- 
crease in school attendance expected 
over the years, the ministry forecast the 
workforce rising somewhat steadily, 


tree-planting programme (obligatory in [> 


the sense of obligation to the communi- 


ty, rather than compulsion) has been | — 


given legislative enactment by the Na- | 


tional People’s Congress — with the 
prospect of legal sanctions in the event 
of non-compliance (reportedly on the 

rsonal initiative of Deng Xiaoping). 


inally, regulations issued in April 1986 | - 


for the implementation of a new Forest 
Law (which came into force at the start 
of 1985) prescribed — again for the first 
time — penalties of reparation and re- 
Stitution for damage to forests, illegal 
cutting, burning or theft. 

It remains to be seen whether these 
moves will prove successful. In any 
event, they will not affect the wood sup- 
ply and demand balance in the medium 
term. China's massive growth in log im- 
ports (from 600,000 m3 in 1979 to nearly 


10 million m? in 1985) has taken many | 
foresters by surprise; it seems likely to | 


be sustained for as long as current 
policies remain in place — and irrespec- 


fire. 


tive of the path of the Heilongjiang ! 
о | 


alpable threat to the 
































reaching 40.8% of population in 1986, 
41.1% in 1987 and about 42% in 1990. 

That hardly mitigates the gravity of 
the current unemployment (or more 
significantly, under-employment) issue 
which is critical when judged alongside 
the standards of other countries. Ac- 
cording to the 1985 Census and Popula- 
tion Survey by the Central Bureau of 
Statistics, only 37% of Indonesia’s total 
labour force worked an average of 25-34 
hours a week. 

The average working time in the ag- 
riculture, fishery and forestry sectors, 
which absorb 55% of the workforce and 
thus provide the single largest source of 
employment, was 27 hours a week. In 
the manufacturing sector, which ac- 
counts for 9% of the workforce, 34% 
worked 45-59 hours a week — about 3% 
worked just nine hours a week. 

Since an Indonesian who works even 
one hour a week is statistically defined 
as “employed,” the 2% figure quoted 
for “open” or absolute unemployment 
appears almost irrelevant. The status of 
employment — who they work for and 
under what arrangement — appears 
structurally even more feeble. At least 
45% of the total workforce is self-em- 
ployed, working for their families or 
hired on a temporary basis. Of this fig- 
ure, 53% are employed in the service 
sector such as in restaurants. In the dom- 
inant agriculture/fishery/forestry sec- 
tors, 35% were classified as family 
workers. 
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WHO DOES THE WORK 
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Employment in indonesia, 1985. 


REVIEWDIAGRAM by Ricky Hui and han Kwong 


Productivity of the average Indone- 
sian worker is among the lowest in the 
world. Quoting from the same census 
survey, 19% of the population above 
the аре of 10 — or 21% of labour force 
— was illiterate; 38% of the population 
(34% of the workforce) did not com- 
plete elementary education and the 
number of workers with high-school 
education represented a mere 1% of the 
workforce. 


| ndonesia’s trying climate and frequent 
holidays also slow down the over- 
all pace of work, and foreigners on 
joint ventures are sometimes startled 
by sharp cultural differences. As many 
Indonesians forgo breakfast and lunch 
during the Muslim fasting period of 
“Puasa” which lasts for almost a month 
in April and May, they tend to be list- 
less during this particular time of the 
year. 

The speed of urban migration ap- 
pears to have been much less jolting in 
Indonesia than it was in Taiwan and 
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Source: Or Payaman Simanjuntak, Labour Force and 





South Korea in the mid-1960s, largely 
because of geographic constraints. 





Nonetheless, in the past two de- 
cades of development under 
Suharto's rule, the urbanisation 
trend has resulted in a massive 
number of people, especially 
the young, flowing into major 
cities such as Jakarta, Surabaya 
and Bandung, forming pools of 
unskilled labour permanently 
шокы or underemploy- 
ed. 

Most have drifted into the 
economy’s “informal sector,” 
lingering there beyond the 
reach of such government regu- 
lations as licensing and tax- 
ation. Falling under this vague 
but vast sector are pedicab driv- 
ers; eatery owners and workers; street 
vendors and street-side stall hawkers; 
many cottage-type enterprises, and 
craftsmen. Precisely how extensive this 
sector is has been difficult to chart, 
but most economists agree it is huge — 
encompassing anyone working in "tran- 
sitional" jobs and including those in 
rural areas who are not fully engaged in 
farming. 

The controversial transmigration 
programme, designed to alleviate the 
population pressure on Java by relocat- 
ing low-income families to outlying is- 
lands, has not contributed much to solv- 
ing the unemployment problem. An es- 
timated 3.25 million people are sche- 
duled to move out of Java under the - 
Fourth Five-Year Plan ending in 1989, 
but the annual increase of 2 million in 
Java, plus natural increases in nearby 
Bali and Nusatenggara islands will eas- 
ily offset this outflow. 

The cost of transmigration and its 
questionable impact on unemployment 
has led a number of Indonesian experts 
to wonder whether the money would be 
better spent in promoting small-scale 
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blic works to absorb unemployment. 
donesia's attempt to emulate 
п апа South Korea and promote 
bour-intensive manufacturing sec- 
ееп unsuccessful, mainly: be- 
se of competition for limited invest- 
nt resources and the failure to come 
ith a concerted programme focus- 
the unemployment issue. 
mid an intense interdepartmental 
гу over conflicting goals, the Minis- 
of Research and Technology spends 
izeable part of its budget promoting 
ech industrics such as aircraft and 
nputer assembly. Even the construc- 
i sector. overlooks cheaper man- 
ёт in favour of expensive imported 
pment. 
Indonesia's gross domestic product 
o grow by 2.5% in order to gener- 
ап increase of 1% in employment, 
has to grow. by 7.5% just to keep 
With the rate of growth in the work- 
ce. Since the rural sector contributes 


INDONESIA'S LABOUR | 
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ittle, it remains for industry to.pro- 

de the rest of growth. In reality, how- 
GDP growth has hovered around 

o Over the past two years. 

isman Simanjuntak, an economist 
Centre for Strategic. and Interna- 
“Studies, а government-backed 

rch "organisation, advocates a 
















t from agriculture to promotion 
basic industries, argüing that in- 
provides bétter multiplying ef- 
ољ employment. than the tradi- 
‘sector. Agriculture absorbs 55% 
otal workforce but contributes just 










9% to GDP... = 
Wijoyo Nitisastro, the architect of 
donesia’s high-growth strategy in the 
70s, has asked the government to put 
off all new major projects and instead 
use the limited resources to keep exist- 
ng projects better maintained so as to 
provide more jobs. Without proper 
aintenance, productivity of thé estab- 
ished projects will drop, causing а 
| lower level of operation and efficiency, 
he said. "The greatest challenge facing 
ie New Order government is. solving 
е: unemployme „problem with 
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Apromise of freedom | 





New rules open the way to overseas investments 


By Carl Goldstein in Taipei 


| то has taken a big step towards 


removing long-standing foreign-ex- 
change controls that have pushed its 
forex reserves up to near US$60 billion. 
The Executive Yuan, or cabinet, on 21 
May passed a draft revision of the forex- 
control. regulations which for the first 
time will permit free capital outflows. 

The amendment to the regulations 
will authorise the Central Bank of 
China (CBC) and Ministry of Finance 
(МОЕ) to suspend all or part of existing 
controls during a time of excessive 
buildup of forex reserves, a large trade 
surplus over an extended period or 
"major international economic chang- 
es.” It will also allow the controls 
to be re-imposed in the event of new cir- 
cumstances, but bankers and analysts 
think this would be difficult to do, bar- 
ting a calamitous economic downturn. 

The cabinet's decision was expected 
to be voted into law by the Legislative 
Yuan before the middle of July. Finan- 
cial authorities said controls on inward 
remittances, instituted for the first time 
in Marclrin an attempt to limit inflows 
of capital looking to profit from the NT 
dollar's steady appreciation against the 
US dollar, would remain in force. 

According to S. M:.Chen, director of 
the MoF's Department of Monetary Af- 
fairs, individuals and companies will be 
allowed to buy and sell foreign curren- 
cies at local or foreign bank branches 
without restriction and exporters will be 
able to hold any part of their forex earn- 
ings in foreign currencies. 

The government's move will even- 
tually lead to a big increase in all forms 
of outward investment,.both portfolio 
and industrial, as well as the purchase of 
property overseas. During the next 6-12 
months, however, a variety of factors is 
likely to keep actual outflows to a mini- 
mum, These include the continued rise 
of the local currency; an archaic and un- 


wieldy financial structure that lacks ex- | t dvi 
| investment services to: domestic invest- 


perience and channels for investin 
abroad; and. legal barriers ‘which limit 
foreign institutions' scope of activities. 

The cabinet decision came:as a be- 
lated government response to the runa- 
way growth of the forex reserves. Pre- 
mier Yu Kuo-hwa —- a former central 
bank governor who has long been the 
chief architect of Taiwan's conservative 
financial policies — had .signalled his 
own Change ‘of heart with a statement 
that the forex controls might have.to be 
suspended (REVIEW, 9 Apr..'87). 
- CBC’s - holdings stood. at 
US$22.6 










“Just 


the island’s roaring export-driven econ- 
central bank for 


omy must be sold to th 
local currency... 

Under. these condit 
1гу'8 burgeoning 
amounted to | 







months of 1987 — has pushed money- 
supply growth out of control. Economic 
fundamentals, as represented by the 
forex reserves and the trade surplus, 
plus heavy political pressure. from 
Washington have pushed the local cur- 
rency up 21% against the US dollar in 
the past 18 months to its 26 May rate of 
NT$31.77;US$1. 


О ne immediate effect of allowing 
people to send unlimited amounts 
of money out of the country legally will 
be to reduce the role of Taiwan’s highly 
developed black market. “Eliminating 
the forex controls will improve the effi- 
ciency of capital flows by cutting out the’. 
black market's piece of the action: Also, 
by giving companies more options in 
how they utilise funds, it should ulti- 
mately enhance company profitability ,” 
said Kate Newman of brokers Vickers 
da Costa, Taiwan. 

She and others in financial circles 
pointed out that even after the controls 
on outward capital flows are lifted, 
foreign brokers, money managers and 
investment bankers will apparently still 
not be allowed to sell their services to 
local investors. “It looks as if it will be a 
case of ‘you can buy but you can't sell," 
said Blair Pickerell, general manager of 
Jardine Fleming Taiwan; 

The manager of a US bank's Taiwan 
branch said he had asked a top MoF of- 
ficial whether:his bank would soon be 








| hinder the provision 


able to expand. into new investment- 
banking areas, onshore and offshore, 
but noanswer had been forthcoming. 

Some foreign financial institutions 
are already quietly providing advice and 


ors who һауе funds offshore; even 
though their licences do not permit it. 
After the forex controls are lifted, such 
private banking activities are likely to 
expand and become more open. 
The government hopes to promote 
capital outflows in order to ease the up- 
мага pressure on the NT dollar and the 
foreign-exchange reserves. А necessary 



















} part of the continuing liberalisation of 
“ће financial system will be to address 


_ Shortcomings іп. the banking, company 
and securities.and exchange laws that 
rof information and 
the sm flow of 














SS 
ins 
i 






Net Income 
Available 
. for Distribution 


Rate of exchange as of December 31, 1986 


1 US$ =1,351.10 Italian Lire 


ISTITUTO BANCARIO. 


CAM RAE А TAR 














































ick Seaward in Kuala Lumpur 
lalaysia's only remaining deep- 
shaft tin mine is in danger of being 
t down. permanently following. the 
losure of:a legal barrier to plans by 
te-owned Malaysia Mining Corp. 
MC) to acquire it from Pahang In- 
stments. In a statement on 20 May, 
MC said that a shareholder of Pahang 
estments had filed a winding-up peti- 
п against the company in the High 
urt on 25 March. 
MMC said that until this legal action 
; been resolved, Pahang is unable. to 
ny of its assets and therefore would 
unable to. proceed with an earlier 
reement to sell the Sungei Lembing 
ne to MMC free of all liabilities for a 
minal M$1. 
Time is running out for Sungei 
пр, which is only. kept from 
looded by the efforts of 175 
enance staff who have been work- 
"without pay since September. A 
wn. of the same name, with 14,000 
dents in the eastern state of Pahang, 
dependent on the ability of these 


m 


lf а dozen large pumps to keep the 
000 km of underground shafts open. 
wever, the men have threatened to 
draw their labour unless they are 
id M$200 (US$80.97) each in back- 
es in time for the Hari Raya holiday 
29 May. 

-The announcement from MMC has 
meas a bombshell to the town and to 


ngei Lembing. The social conse- 
iences of the potential closure of the 
ine were thought to be sufficiently 
rious for the Implementation and 
Coordination Unit of the Prime Minis- 
ter's Department to have asked MMC 
in January this year to look into the 
possibility of taking it over. It was re- 
Mrd that MMC had set a target of 2 

Aay to acquire the mine, subject to a 
mber of concessions from the govern- 


out of the national equity corporation, 
Permodalan Nasional, behind it, had 
uck à hard bargain. The Pahang state 
government agreed to a substantial re- 
duction in land premium while the 
federal. government is reported to 
have agreed to waive certain import 
taxes. 

MMC is also believed to have ob- 
* tained promises of subsidies on fuel and 
the supply of timber roof supports at 
cost. Without these concessions, MMC 
said the mine was not viable. 

‚Ав recently as 13 May, a spokesman 


aintenance men to keep running: 


800 people who are employed at |, 


MC, which has the substantial 


for Deputy Prime Minister Ghafar Baba 


| Hands to the pumps | 


court case blocks the sale of an ailing Malaysian mine 


had attributed the delay in the MMC 
takeover to “a last-minute hitch in the 
assessment of the value of the mine’s 
movable properties.” Labour Minister 
Datuk Lee Kim Sai had also expressed 
confidence that the workers’ back-pay 
would be forthcoming soon. Mean- 
while, the Pahang state government and 
the federal Welfare Services Ministry 


handouts totalling M$78,000. 

Without a takeover by MMC, there 
is very little hope left for the mine. Pub- 
licly listed Pahang Investments has re- 
corded losses since 1981 and last report- 

. ed its annual results for the year 1983. 
Trading in its shares has been sus- 
pended since October 1985. 

In addition to the shareholder's suit, 

the company is facing litigation from the 


ш 








| Ghafar; Lee: assisting rescue. 





owners of a company called Sentosa 
Plywood, now renamed SPK-Sentosa, 
_which if successful, could prove expen- 
' sive. SPK-Sentosa has named Pahang 
Investments as the second defendant 


PMS Trading, alleging non-repayment 
of M$431,000 in the case of PMS and 
M$386,000 in the case of Pahang. 


entosa Plywood was sold in 1981 to 

Syarikat Permodalan Kebangsaan 
by Mohamad Fathi bin Haji Ahmed, 
who, until being convicted of forging 
government air travel warrants in 1978, 
was chairman of Pahang Investments 
(or Pahang Consolidated as it “was 
known then). : 








clubbed together to give the miners — 


| members of the Association of Tin Pro- © 








in a civil suit against a company called | 


| Interestingly, the shareholder’s suit | m 


h has held up the MMC takeover is 
believed to be relate an earlier suit 
which was filed. in the High Court by 
Peer Mohamed Abdul Aleez last year 
but discontinued on 26 September. In 
his suit, Peer had made allegations re- 
lating to Fathi's stewardship of the com- 
pany. vius ae 
The mine itself probably could be vi- 
able if there was sufficient investment in 
capital equipment and the tin price re- 
covered to the M$22-a-kg level now 
being forecast for next year. 

It has been reported that the break- 
even production rate at Sungei Lembing 
is about 100 tonnes of tin concentrate a 
month at current price levels, but the 
mine-was only turning out 35-40 tonnes 
a month before it ran out. of money last 

It is not clear what quota has been al- 
located to Sungei Lembing in the new, 
export-control programme, which was ^| 
implemented in early March by the — 


ducing Countries: Under this scheme, 
Malaysia's exports have been limited to 
28,526 tonnes in the 12 months from the 
start of the scheme, as part of an overall 
effort to reduce the 
world overhang of tin... 

Under. the. terms of |. 
the cutback; mines which © 
began operations after | 
21 January will have to 
cut back production by 
30%, while those which 
,were operating before 
that date will have to cut 
back by. 10% their pro- 
duction for the half 
year ending December 
1986. 

The main thrust of the 


restrictions has been to 
prevent mines that were 
put out of business dur- 
ing the slump of 1985-86 
- from reopening and en- 
dangering the projected 
increase in the tin price. 
Presumably, an excep- 
tion will have to be made 
for Sungei Lembing in 
this context if the MMC 
takeover is to have any chance of suc- 
cess at all. There is, however, a prece- 
dent for such an exception: in 1983, the 
góvernment raised from 56 tonnes to 85 
tonnes a month the production quota 
which had been imposed on Sungei 
Lembing following the introduction of 
an earlier International Tin Council ex- 
port-control scheme. Ы 

There may also be another way 
around the restrictions for MMC. The 
deputy president of the All-Malaya 
Chinese Mining. Association, Datuk 
Hew See Tong, was reported recently as 
saying that mines will be permitted to 
use up. to 25% of the quotas of other 
mines, provided they obtain the prior 
approval of the chief inspector of 
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The best of the Richard Hughes 
"ew from 197110 1983 


“The lite of Richard Hughes qeu om eight de- я 


cades, most of them spent as опе of Asia's leading 


ts. And. Hughes’ world was 


foreign corresponden: 
peopled by the memories of those decades. . 

It was a world of the hilarious ... like Prince Noro- 
dom Sihanouk’s white elephant, which attacked а 
tiny red bus full of tiny Red acrobats from China. - 


It was a world of the macabre . . . like the Teikoku 
poisoner who massacred a bank's staff for a haul of 


д 


It was a world of the touching . . . like the slave : 


children of old Shanghai, plunging pathetic, cla 
like hands into vats of boiling water to prepare | 


cocoons for spinning. 

Hughes saw and reported it all. This áeloction 
from more than 10 years of his regular column in the 
Far Eastern Economic Review takes the reader on 
the trail with the original Barefoot Reporter. 
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new TV lawruns into unexpected problems 


Jacqueline Rees in Canberra and Hamish McDonaid in Sydney 
"he. Australian. Government's an- 
nounced changes to the broadcast- 
? law, on which a multi-billion-dollar 
edia-takeover spree was confidently 


irown into doubt by unexpected oppo- 
tion in the federal parliament. As a re- 
ilt, doubts about the value of media ac- 
uisitions have strengthened in the 


_ Lacking a majority in the senate, the 
ustralian Labor Party government re- 
es on the agreement of at least one 
jor opposition grouping to pass legis- 
n. which in this case would allow in- 

s to acquire any number of TV sta- 
ons up to a national audience reach of 
and which forbids ownership of 












hate. announced their opposition 
y, Prime Minister Bob. Hawke’s 
overnment had, until a month ago; the 
cceptance of- the bi 
ПУ, the Liberals. 

jets” by Liberal “dries” close to oppo 
tion leader John Howard put a new 
n into. the shadow communications 


“The new Liberal spokesman, weal: 

businessman: Julian Beale, an- 
nced on 12 May that the party would 
oppose the legislation unless the gov- 
ent agreed to an amendment re- 
ing a fourth commercial TV licence 
е issued in Sydnéy апа Melbourne 
hin two years, and in other state capi- 


: | tal Corp., which via 45% -owned North- 
‘ern Star Holdings owns the Ten Net- 








ay. Westfield Capi- 


work stations in Sydney and Melbourne 
sold by Rupert. Murdoch after his switch 






“to US citizenship, has also encountered 





market problems with a rights issue. — 
Communications Minis- 





tals within five years. He 
justified this on open-mar- 
ket grounds. 

Not surprisingly, media 
barons were unhappy at 
having free-enterprise no- 
tions applied in their own 
field. Bond Media manag- 
ing director Warren Jones 
called Beale's policy “ad 
hoc" and “reactionary” 
and said the Literals 
"didn't know what they 
were talking about." TV 
networks $aid a fourth |f 
channel would.undermine | ЖН 
the economics supporting | Вопа: hardest 


ем Year, have been 





ter Michael Duffy has 
refused to compromise 
with the Liberals, and in- 
tends introducing his new 
legislation in the first week 
of June. Media groups 
have, meanwhile; under- 
‚ taken intense lobbying of 
the opposition parties. A 
recovery, in media prices 
indicates that few invest- 
ors believe the media law 
changes will be blocked in 
their entirety — a prospect 
that would require a sell- 
off back to the two-station 
limit under existing law. 








local production, about 
70% of which comes from the three Syd- 
ney-Melbourne-based. networks. The, 
sharemarket agreed, sharply marking 
down electronic media stocks. QU. 

The Liberal move could not have 
come at a worse time for entrepreneur 
Alan Bond, who paid A$850 million 
(US$612 million) to Kerry Packer eàr- 
lier this year for the Channel Nine sta- 
tions in Sydney and Melbourne, to add 
to the existing Bond stations in Perth 
and Brisbane. The price had already 
seemed inflated to investors, leading to. 
a shortfall of A$110 тіШоп ап the 
A$410 million.the newly created Bond 
Media Ltd has attempted to raise 
through a share issue. Parent company 
Bond Corp.'s share price lost 25 A cents 
to A$2.40 the next day, and the listing of 
Bond Media stocks was postponed for 
11 days to 8 June, ostensibly because of 
' documentation problems: 

Other new nétworks also suffered. 
Perth-based Kerry Stokes, whose sta- 
tions in Perth, Adelaide and Canberra 
were recently sold into listed BDC In- 


est opposition 
en a purge of 











ттл "The extent. to’ which 
Beale has convinced colleagues of his 
new policy’s merits-is not yet certain. 


„Тһе National Party takes a. different 
_tack, wanting a limit of 43% on national 


audience reach and no. cross-media 
ownership. However, Queensland Pre- 
mier Sir Joh Bjelke-Peterson, whoin- 
spires a breakaway section of the Na- 
tionals, has urged support for the gov- 
ernment législation. The Democrats want 
a 35% limit plus the cross-ownership ban. 

In the crunch, no political party may 
be willing to damage the media giants 
with an election hovering. With so much 
invested in TV stations — up to A$2 bil- 
lion this year. — the proprietors are 
likely to threaten use of the powers of 
persuasion which, rightly or wrongly, 
most politicians accept the media holds. 
After making the government sweat for 


"legislation by press release," some con- 


cessions are expected. 

A compromise, lowering the audi- 
ence limit to 60% or so, would see all 
the existing groups scrape in, with Bond 
the closestat a 59% outreach. U 





tecting your back 
olin James in Wellington $a 
ison and Horton, ины of New Zealand's biggest 
daily newspaper, 
as called a special meeting of shareholders for 9 June to seek 
pproval for changes to the company's articles to allow direc- 
ors to refuse to register share transfers. The move i$ seen as 
an attempt to forestall further encroachments into the com- 
pany’s share ownership by foreigners. 
< Robert Holmes à Court's Bell Group obtained a 9.9% 
_ Shareholding in Wilson and Horton in mid-May, giving Bell, 
which has a small stable of newspapers in Australia, includ- 
ing Western Australian New: 
y New Zealand. It thereby joins the Australian-based interna- ` 
“Monal giant News Corp., owned b d 


Zealarid's largest 
rocess of turning 
e New Zealand Herald in Auckland 





spapers Ltd, its first stake: in 












Wilson and Horton. 


newspaper, the National В 
from a w 
une). The other main chain; 
owned by Brierley Investments Ltd. 
Wilson and Horton has become increasingly isolated, 
holding only a small stable of three provincial 
the Herald, a morning newspaper. INL owns morning news- * 
papers throughout most of the rest of the country, including 
the Press in Christchurch, which it has just acquired. 

NZN, which has mostly evening newspapers, plans to 
launch a morning tabloid in Auckland later this y 
ing the Herald's huge advertising base. Fairfax's 
the New Zealand publishing 
Review threatens to some extent the Herald's quality reader- 
ship market. Media watchers have been waiting with interest | 
for Wilson and Horton's next 








; Fairfax owns the small business 
usiness Review, which is in the 

у to a daily (target date 15 
New Zealand News (NZN), is 











ies besides 


ear, attack- 
move into 
with the National Business 








move — or the next move on | 








— | 


. doch has 40% of Independerit Newspapers Ltd (INL), New 








Because you can't be in 14 places 
at once, you need the bank ‘that 15. 


Seoul 
Beijing т 









Bangkok San Francisco 


Kuala Lumpur 


Los Angeles 


Jakarta Port Moresby 


Wellington 





Australia 


Wherever you're doing business ^ Now, with an expanding Asia/ Bank today and discover what a 

inthe Asia/Pacific region you're Pacificnetworkcoveringallmajor well placed network has to offer. 

es to п — resourcesof ^ centres, National Australia Bank N e j 
ational Australia Bank. can offer your business a competi- 

Australia's fastest-growing inter- tive, comprehensive, professional at , Or e 


| e 
- national bank, National Australia financial service Aus f r alia 


Bank has assets in excess of So whatever your financial 
A$42 billion and over 150 years needs, get together withthe Bank 
international banking experience. ^ resourcesof National Australia National Australia Bank Limited 


ead Office: Melbourne, Telex 30241 NATAUS: Singapore, Telex 21583 NATAUS. Hong Kong, Telex 75315 NATHK. Tokyo, Telex 22714 NATAUS. 
Bangkok, Telex 20424 NATAUS TH. sorge =x , Telex 31899 NATAUS. Jakarta, Telex 44749 NATAUS. Seoul, Telex 28844 NATAUS 
Веі ра аы NATAU СМ. PR o sy en ex lex 29944 NATAU TPE. Port Moresby, Bank of South Pacific Limited. Telex 22166 BANK SP. 
lex 31050 NATAUS. Los Angeles, Telex 688459 NATAUS. San Francisco, Telex 1561098 NATAUSSF 
Other ain New York, Chicago, Dallas, Atlanta, London, Athens, Frankfurt. 332P7030/8 WT 





X ASCOIT f who'd rather be at home. 
n - ы” Ў 


SOMETHING А HOTEL 
CAN NEVER BE. 


Walking into your fully equipped kitchen at the Ascott Executive 
Residences is just like coming home. You can prepare your favourite 
dish in exactly the way you want it, or you can whip up an omelette at 
midnight without it costing you a small fortune. 

No one is going to come in the next morning to check what you've 
taken from the fridge. What you put in and take out is your business. 
French cheese, a soft drink, or even champagne. Feel free. They're all 
available from shops a couple of minutes away. 

Privacy. Freedom. They're prime necessities for the executive and 
his family living and working abroad for extended periods. 

So we're everything a hotel can never be. And if you tire of 
entertaining at home, there's an exclusive bar and swimming pool for 
residents and Móvenpick, the famous Swiss Restaurant. 

However, we have to admit that we do resemble a hotel in one way. 
Our rentals compare very favourably to a room in a good hotel. 

And that's where the similarity ends. 

The location could not be bettered. The Ascott 
Executive Residences are in between the Hyatt 
and Dynasty hotels, close to some of Singapore's 
finest shops. 

Introduction Package from $2190. 








Now available!! 
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we Га 
EXECUTIVE 
RESIDENCES 


6-8 SCOTTS ROAD #01-21, SINGAPORE 0922. TEL: 7320033, 7324225, TELEX: RS 50139 AS 'OTT 


You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 
Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 




























Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small Investment... 
Handsome Dividends 
Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 




















| Post this coupon today! 


Circulation Manager, 
Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 
| Hong Kong 
Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| | enclose a cheque/money order of = 
| made out to the Far Eastern Economic 
Review. Or, please charge my credit card 
(tick one): 
| American Express [1 Diners Club O 











MasterCard 0 Visa O 
(Please print in block letters) 
| Card No: 
Exp. Date: 
Signature: 





Name: 
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| Annual subscription rates: HK$2,310 US$300 
| Sent airmail anywhere in the world. 


MACAU 


A bridge to the worlds fastest growing 
economic region 
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For over 400 years, Macau has been a thriving mart of trade, the first European 


settlement on the coast of China. Today the Territory enjoys political stability and 
excellent prospects for sustained economic growth. International banks establishing a 
presence in Macau will benefit from all the basics for investors: 


LOCATION 


A priviliged gateway to China's Special Economic Zones, with Hong Kong only 
40 miles away. 


COMMUNICATIONS 


Utilizing the most modern telecommunications, Macau is permanently in touch 
with the world. 


EXPERTISE 


There exists a readily available pool of local expertise in both legal and financial matters. 


LEGAL PACKAGE 


A new banking law has been introduced to provide a simple regulatory framework of 
activity for Offshore Banking Units together with a clear taxation scheme, without grey 
areas, favouring volume business. 


To find out more about Macau write or telex us for a copy of our new regulations. Ф 


=l ISSUING INSTITUTE OF MACAU 

== Avenida Da Republica, 6 Macau 

illl Telephone: — 85999, 87777, 71073. 
шай Telex: 88323 — INEM OM 
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ust had a thought... 
we ought to design 
an electronic postage 
meter for small 
businesses. 


We could do that. How small? 


Small enough to be affordable 
fora dentist, a shopkeeper... 
anyone who mails letters, 
invoices, even advertising. 


Certainly. And meter franked mail 
would make their letters look as 
good as a multinationals. 


Right. Neat, professional- 
looking...even their own 
little ad or slogan in one of 
four colors right next to the 
meter stamp. 


And with a Pitney Bowes electronic 
scale plugged in, postage is always 
accurate. Saves money. 


Its how to get the most 
from your post! 





Super idea. 
Let’ do it. 











The 6900 
Electronic Postage 
Meter and Scale 
System from 
Pitney Bowes 


4 
Aclimate that grows ideas 


к= Pitney Bowes 


HONG KONG: DODWELL BUSINESS MACHINES, Tel 5-297 120, Fax. 5.292592. Telex: 73204 DODCO HX JAPAN: DODWELL PITNEY BOWES KK, Tokyo, Tel: (81 3} 586-4111, Fax: (81-3] 582-4504. Telex J-23790 
INDONESIA: РТ BORSUMU WEHRY INDONESIA, Jakarta, Tel 621754, Fax 2-1-6397108, Telex 41308 BORSUMY IA MALAYSIA: SFORTEL SOLUTIONS SDN. BHD. elananr tet SINAR Fan IAN A A noon 
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INANCE 


By Jose Galang in Manila 

| Т state-owned Development Bank 
4 оѓ the Philippines (DBP) is slowly 

| regaining the viability. that four years 

, ago was seriously impaired by a heavy 

. load of non-performing loans granted at 

the behest of the government of then 

© president Ferdinand Marcos. . 

. The bank scored a net profit of P175 
million (US$8.5 million) in the year 
ended 31 December 1986, a turnaround 

from losses of 26.95 billion in 1985 and 
| 26.64 billion іп 1984. For the first quar- 
ter of this year, DBP reported a profit of 

105 million, exceeding its own target 
for the period by 52%. This improve- 

nt in its liquidity Position has allowed 

BP to resume lending éperations, cur- 
_ tailed. since 1982 as the government's 

ity programme prevented it from 
providing. sufficient capital. contribu- 
tions to the bank. 

At the height of the economic crisis 
in 1983, the ailing DBP, unable to col- 
lect from its borrowers who were being 
hit by weak domestic demand, was con- 
sidered for closure ‘or. merger with 
another government financial institu- 
tion, Philippine National Bank (PNB), 

, which was itself under extreme liquidity 
pressure; Both DBP and. PNB were 

| major sources of financing for projects 

of Marcos' so-called cronies. 

| The “crony enterprises,” financial 

analysts now conclude, could not have 
qualified for financing from both the 

PNB and DBP if it were not at the gov- 

ernment’s behest. The loans repre- 
sented a major drain.in scarce govern- 
ment resources. To keep the two institu- 
tions afloat, the government was al- 

| locating up to 20% of its annual budget 

{= the 1985 outlays represented some 

70% of the year's budget deficit. 

|. The World Bank estimated in a re- 
port released in November last year that 
the two institutions would be able to re- 
cover "only a fraction" of their foreign 

" obligations of some US$5 billion be- 

cause of the banks’ weak credit-systems. 

Total servicing requirements on these 

| Obligations from 1987-91 will come to 

| about- US$3,1 billion. To help the two 

„banks: meet. these obligations, the 
World Bank extended a US$150 million 
| loan.to the, Philippine Government in 

December, part of which. will be used 
for improvements in the two institu- 
tions... 

The improved picture at DBP is the 
result оѓ a rehabilitation programme 
that was drafted shortly after the: take- 
over by the administration of President 
Corazon Aquino in- 1986. 
Aquino. placed ei 




















































On the road to recovery 


Shorn of crony-financing needs, the DBP regains its strength 


achieve this, Aquino's economic plan- 
ners saw the need to preserve DBP's 
role as a provider of medium- and long- 
term financing to agricultural and small 
and medium industries that private 
lenders were hesitant to touch. The eco- 
nomic rebound that the Aquino adminis- 
tration has induced is expected to 
spread much of its benefit to the coun- 
tryside. 

. The rehabilitation programme re- 
quires from DBP a drastic reduction in 
assets — mainly by letting go huge non- 
paying accounts — and a reorientation 
Of staff attitudes more suitable to the 
changed political and economic envi- 
ronment. More importantly, the pro- 
gramme specifies that DBP must prove 
itself as a viable and. self-sustaining 
financing institütion which no longer 
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depends on the special privileges it en- 
joyed during the previous government. 

Two respected bankers were 
plucked from the private sector to head 
the new DBP. Jesus Estanislao is chair- 
man and chief executive officer and 
Roberto Anonas is vice-chairman and 
chief operating officer. The bank's new 
charter also assigns four of the nine 
seats on the board to private-sector rep- 
resentatives. 

The assets-reduction scheme im- 
plemented in mid-1986 left the bank 
with total resources of P9.87 billion, 
after transferring to the national gov- 
ernment's Asset Privatisation Trust 












(Selected balance-sheet highli 


REVIEWTABLE by Andy Tang 








ment, was designed to give DBP enow 
leeway to prove its viability. | 

The..biggest of the non-performi 
accounts was.Nonoc Mining & Indi 
trial Corp. (formerly Marinduque Min- 
ing & Industrial Corp. which collapsed 
in 1984 owing to weak copper and nicke 
prices on the market), i i | 
exposure of P12.17 b: 
the total of non:perfor! 
The 28 biggest n 
counts make up.80% 

Also among the 
assumed by. the 
cement companies, 
ment producers, com 
tourist facilities. Despite 1 
the exposure from. th. 
ment of the firms re 
ity ofthe bank. .. 
Not included in the tr: 
non-performing .accounts of P 
lion or below. These acco: 
some 200,000 and the nz 
ment is obviously іп n 
handle them. Their combined: 
£3.89 billion, which represen 
40% of the bank's new asset base. 
cluding such items as the bank buildi 
and office supplies, th 
performing componen 
the bank's total resources 
would be about 56%). 

That burden could ea 
defeat the purpose-of th 
habilitation scheme. Ho 
ever, the government 
agréed to maintain a non 
terest bearing depos 
billion with the DBP- 
the bank is using to be 
reserves for. doubtful 
counts of up to 80% of 
exposure. DBP hascommi 
ted itself to return 
deposit to the governme: 
in instalments by the end: 
1988. 

Because: the immediat 
objective is towards consol 
dation rather than “growt 
for its own sake,” DBP off 
cials say no dramatic expat 
sion in assets is expected during the ne: 
three to five years despite the enhance 
profitability, because “it will take som 
time for the bank to tap medium- 
long-term private savings." Eventu: 
however, DBP is expected to Беа 
again seek central-bank rediscountin 
of its lendings to agriculture and rur 
areas. 
















































































































BP’s financial condition remains 

far from ideal. Around 44% of its 
operating income is still derived from 
treasury operations. If that level is nc 
reduced, unfavourable effects will. bi 
felt when the domestic interest rate 
start moving up from current low levels. 
The bank is aiming for. an 80% share о 
operating income from its loan portfolio 
and 20% from the treasury. 














The. recent reopening of its lending 


























_ windows is a step in that direction, Es- 
nislao has announced that P1.2 bil- 
n in new loans will be extended this 
year. Preferred sectors will be agricul- 
ture and small and medium industries in 
he countryside. Interest rate is 17.5% a 
ar, with a maximum repayment 
period of five years. 
[по mid-1986, even as ОВР” lending 
operations were frozen, it extended 
P150 million to some 1,000 small and 
medium enterprises under an experi- 
mental arrangement with the Social 
rity System, a government-run cen- 
1 welfare fund for private-sector em- 
poe. which provided the funds. 
DBP says it has a 10076 repayment re- 
cord so far under that loan programme. 

_ That experience should boost efforts 
at upgrading the quality of both its staff 
and its credit process, two vital ingre- 
dients in the rehabilitation scheme. To 
trim its workforce, DBP offered attrac- 
tive incentives to those who volunteered 
for retirement. The move reduced staff 
levels from 3,350 to less than 2,000. 
Under its original plans, that level 
should have been achieved by 1988 but 
DBP opted to do it quickly to remove 
the air of uncertainty created by such a 


Staggered reduction. Also, from an un- 
wieldy 38, the number of departments 
has been trimmed to 11.major groups 
ings. 

"The bank’s experience with “behest” 
loans contributed a lot to the new credit 
philosophy that is being espoused. The 
key principle is to ^maintain a prudent 
and diversified loan portfolio." Total 
exposure (including loans, guarantees 
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DBP: incentives, 








апа equity inves 





































Manik de Silva in Colombo 


Az a troubled political back- 
РА. ground of Tamil separatist insur- 
gency in Sri Lanka’s northern and east- 
ern provinces, an equity issue. by the 
newly floated Investment and Credit 
Bank (ICB) was generously over sub- 
scribed, suggesting the country's busi- 
ness climate remains buoyant in the face 
of the depressing security picture. 

~The new bank was promoted by 
Neville Ubesinghe Jayewardene, an oc- 
togenarian former governor of what was 


iuit prematurely, and later built one of 
the country's most successful finance 
companies. Jayewardene and a group of 
sociates were authorised by the cen- 
al bank to commence business with an 
initial issued capital of Rs 25 million 
(US$869,565). There was a proviso that 
hin one year of commencement of 
‘operations, the bank should increase its 
capital to Rs 50 million. 
|. In the event, the bank was able 
through private placement of the direc- 
tors and their associates to raise Rs 35.8 
million from more than 2,500 share- 
holders. The public prospectus raised 
another Rs 89.2 million to bring total 
paid-up capital to Rs 125 million. 
Speaking at the opening of the bank 
on 15 May, Jayewardene, who is the 
:chairman of ICB, noted that the other 
anks established with an indigenous 
ase — there are four of them — have 









A share of confidence 


ew bank issue gets off to a flying start 


the Central Bank of Ceylon who had to’ 





either had state investment support or 
financial and management backing 
from foreign banks, or both. But where 
ICB was concerned, it had neither. 
Also, the bank has ensured that its 
shareholding is not closely held, with a 
stipulation that any statutory body, its 
subsidiary and any foreign-finance 
agency could hold only up to a maxi- 
mum of 10% of the bank's shares. A 
ceiling of 5% on the eque holding of 
others has been imposed. 





Jayewardene was clearly jubilant 
that ICB had obtained a spread of more 
than 11,000 shareholders, with the 
majority (8096) holding a fifth of the 
bank's capital in modest stakes of Rs 
10,000 worth of shares or less. Saying 
that 97% of the bank's shareholders 
held slightly over half its capital in 
amounts of Rs 50,000 or less, the ICB 
chief declared: "The ownership of the 
bank's capital is very widely spread and 
the bank has : . . access to a potentially 
large customer base resting on its broad 
base of shareholders." 
№" that the shares were floated 

at a time of great political uncer- 
tainty, Finance 
Mel, who officiated at the opening, 
could: not resist the opportunity of hit- 





inister Ronnie de | 





| ting back at éritics who accused him of 








rawing in the 1987 budget the per 








killing Sri: Lanka's capital market M i 
withdrawing in k | short-tei 





ts) im any single 
project is now limited to P50 million 
and should not be more than 60% of the 
total projectcost. | Spe 
The previous DBP management also 
abused its grant of guarantees, particu- 
larly to borrowers who had close ties 
with the administration. Under présent 
guidelines, no guarantees will be issued 
*other than those normally allowed for 
and engaged in by thrift banks." 

While not entirely ruling out behest 















loans by the national government, the 
new DBP charter provides that lending 
in su of government programmes 


or projects "that do not meet normal 
DBP tests of viability may be underta- 
ken only if specifically funded by the 
government and treated off DBP books 
as à trust account." In other words, 
DBP shall act ónly as a conduit, manag- 
ing an account to be financed by the na- 
tional government itself. 

DBP officials say neither Aquino nor 
any other top government official has 
approached the bank to instruct that а 


.client be accommodated — an event |. 


said to have been common practice dut- 
ing the tenure. of the previous govern- 
ment. 


of tax-free, capital-gains profits. on 
quoted-company shares. The response 
to the ICB float was also a reply to his 
critics, de Mel said. 

ICB will shortly issue a second 
tranche. of Rs 25 million to accommo- 
date investors who were shut out. With 
some Rs 15 million of the oversubscrip- 
tion already available, the bank will 
have no difficulty in quickly raising the 
added Rs 10 million; Jayewardene said. 

Only Rs 8 of the Rs: 10 shares are 
paid up, with a reserve liability of Rs 2 
per share. “Тһе issued capital, which is 
thé real measure of the effective capital 
of a financial institution; will thus be 
Rs 187.5 million when the paid-up capi- 
tal of the bank presently reaches the 
level of Rs 150 million. This corres- 
ponds to a capital base, inclusive of 
reserves, which other banks established 
in Sri Lanka took some 14 years to 
achieve,” Jayewardene said. O^ 

Conscious of the fact that with its ini- 
tial capital base of Rs 150 million, it - 


. must as quickly establish a deposit base 
‘of Rs 1. 


-2 billion; Jayewardene said 
the bank, with central bank approval, 
must quickly establish a spread of 
branches in the town centres of the 
country's 25 administrative districts. ^ . 
ICB has plans to promote communi- 
ty savings through aggressive marketing 
and also plans to sell an insurance- 
linked savings scheme which would join 
such savings with housing finance. 
Initially, however, ICB will concen- 
trate its efforts on the more profitable 
(but highly competitive) types of bank- 
ing activity — foreign-exchange busi 
ness, import and export financing ant 
erm commercial loans 










1986: 
A CONSISTENT 
PROGRESS 








HIGHLIGHTS FROM BANCO DI SICILIA ANNUAL REPORT 1986 


(in billion Lire) 

1986 — 05 

Capital and Reserves 1,420.7 1,2276 
Total Loans and Advances 199452 180119 
Total Deposits 26,023.5 25,179.9 
Total Assets (excluding Contra Accounts) 33,1817 31,4069 
Net Profit" 24.1 20.9 


* After allowing 66 billion Lire for depreciation and 318 billion Lire 


for provisions. 








Head Office: Via Mariano Stabile 182, Palermo. 


International Banking Group-Head Office: Via del Corso 271, Roma 
Branches Abroad: Frankfurt a/M, London, Los Angeles (Foreign Branch), 


New York, Paris 


Representative Offices: Brussels, Budapest, Chicago, Munich, Singapore 
Zurich 


uri 
Subsidiary: Banco di Sicilia International S.A. Luxembourg 


ү 


DE UI M EA лә D TRAC РРР. 












































INDUSTRY 


: By Robert Deits in Nanjing 
he explosive growth of China's col- 
lectively owned rural industries in 
cent years has been the most visible 
d successful of Peking's industrial- 
sector reforms. In some areas village in- 
ustry has literally changed the face of 
ural China, boosting incomes and liv- 
Ang standards near or beyond urban 
vels, and mounting a powerful com- 
petitive challenge to city-based state- 
owned factories. 

. By 1985, independent rural enter- 
prises employed 70 million people, 19% 
of the rural labour force, and generated 
19% of China's total industrial output 
by value). They were responsible for 
9% of the country's coal output, half 
its. garment production, 53% of all 
building materials supplies and earned 
US$4 billion in exports. 

Thriving rural factories are now 
rominent landmarks in the suburban 
counties surrounding major cities in 
nearly all the coastal provinces. But it is 
in the Yangtze delta region of southern 
Jiangsu province that township and vil- 
Tage-based rural industry has developed 
urthest and fastest. Economists and po- 
tical leaders now call this the "Sunan" 
outhern Jiangsu) model and there is a 
ontinuing debate over the degree to 
which this pattern can be applied to 
other areas. 

"Every village in China will move 
_ along this same road, some earlier and 
faster, others later and slower," Henan 
provincial party secretary Yang Xizong 
old the REVIEW. Although conditions 
1 Henan are different from those in 
iangsu and Zhejiang, Yang expressed 


Lesson from Sunan 


China's southern Jiangsu leads the way in rural reform 


the hope that by 1990 rural industry in 
Henan could reach the one-third share 
of total provincial industrial output al- 
ready achieved in Jiangsu. 
nlike state-owned factories, rural 
enterprises have always relied primarily 
on the market for raw materials, tech- 
nology, capital and sales. Less than 10% 
of the raw materials used by rural enter- 
prises in Jiangsu are allocated through 
the state р, according to Cai Yangui, 
vice-head of the provincial rural indus- 
try bureau in Nanjing. Most of this small 
portion is taken by enterprises which 
carry out sub-contract’ processing or 
parts manufacture using materials sup- 
-plied by urban factories. 
It is no mystery why other provinces 
want to replicate the Sunan experience. 





Yangzhong factory workers. 











' than half of the growth in tax revenues 











Jiangsu overtook Shanghai (which ad- 
ministratively is comparable to a pro- 
vince) as China’s biggest industrial pro- 
ducer in 1985. Half of the province's in- 
‘dustrial output growth since 1978 has 
come from rural industry, according to 
Chen Genxing, deputy secretary-gen- 
eral of the Jiangsu Provincial People’s 
Government. 

Collectively owned factories (includ- 
ing those in urban areas) accounted for 
more than half of Jiangsu’s Rmb 121.08 
billion (US$32.5 billion) gross industrial 
output last year. Rural industrial output 
alone was: Ктр 46 billion, more than a 





third of the total, and comparable to the 


total industrial output of Hubei pro- 
vince, China's seventh-largest industrial 
producer. 

Rural industry also supplied more 


in Jiangsu over 1978-86, Chen says. 
Nationwide, rural enterprises gener- 
ated Rmb 13.7 billion or 7.5% of total 
state revenues in 1985, an increase of 
500% in five years, and the contribution 
was probably significantly higher last 
year. At a time when tax and profit rev- 
enues from state-owned factories have | 
stagnated, the expanding rural-industry 
tax base has steadied political support 
for the sector within local government 
and party leadership groups. 


Rs per capita income in Jiangsu 
was Rmb 561 last year, a third high-. 
er than the national average. In south- 
ern Jiangsu, where rural industry is 
most developed, average rural income 
is more than Rmb 700, and in some 
counties it even exceeds the national 
urban average of Rmb 815. 

An industrial wage in rural China has 
been made relatively more attractive 
than a peasant's income as controls on 
grain prices, paired with rising costs of 
agricultural inputs, have squeezed 
farmers. This has become a sensitive po- 
litical issue. Important conservative na- 














ional leaders, including роійбиго 
standing committee member Chen 
Yun, have criticised the rapid growth of 
rural industry for contributing to declin- 
ing peasant interest in growing grain. 
‘In Jiangsu, however, rural industry 
“has provided subsidies to agriculture. 
Investment and transfer payments to 
farmers averaged Rmb 100 million a 
year over 1978-86, according to provin- 
- cial officials, exceeding total state in- 
vestment in agriculture in the province 
by а considerable margin. 

The level of subsidy has increased 
steadily over the past three years and in 
1986 contributed to declining rural in- 

dustry profits. This role is important to 
the political defence of rural industry, 
which has been slammed for its unplan- 
ned, explosive growth and its competi- 
tion with the state sector. 

Subsidies have made it possible for 
rural communities in southern Jiangsu 
o:maintain high levels of grain produc- 

tion. without coercion, despite. artifi- 

саћу low grain purchase, prices which 
have discouraged grain producers in 
other areas. : 

The method of subsidy varies. In 

some townships, subsidy payments are 
assessed on the basis of number of em- 
ployees. Established rural factories in 
many southern Jiangsu counties turned 
over 30-40% of pre-tax profits to the 
township or village economic commit- 
tee in 1986. These funds support not 
only agricultural subsidies but also local 
infrastructure investment апа services, 









enterprises. Some of the funds are chan- 
nelled into the purchase of tractors, itri- 
gation pumps and-other forms of ag- 
ricultural investment. dead 

Rural industry subsidies to agriculture 
inthe six counties grouped under the 
control of Suzhou city totalled Rmb 130 
million last year, equivalent to 40% of 
total profits and four times the amount 
of state investment in agriculture, at- 











and provide development funds for.new | 





cording to Pan Shui, vice-director of the 
Suzhou Rural Industry bureau. The 
amount of subsidy averaged Rmb 700- 
800,000 in each township. 

In some townships where industry 
has absorbed a substantial proportion of 
the rural labour force, larger amounts of 
land are contracted to a small number of 
specialised farming households. Such 


households can benefit from. farm | 


mechanisation which is uneconomic on 
tiny, unsubsidised plots. 

There are only 19 farmers out of a 
total labour force of 730 in Yuanhe vil- 
lage in the suburbs of Changshu city, 
which comes under Suzhou. In 1978 
there were 400. Each of the specialised 
farmers contracts an average of 25.8 
mou (1.7 ha), many times larger than 
the average contracted plot in this re- 
gion. Yuanhe began investing in the 
mechanisation of agriculture ош of'in- 
dustrial profits in the 1970s, according 
to village head Yao Deping. 


er-capita income in Yuanhe is Rmb 

1,034, 25% above the national urban 
average. More than 90% of the village 
income is derived from industry, includ- 
ing a boat-yard making river craft, a 
plant established in 1983 makingoxygen 
for use in welding and factories produc- 
ing rattan furniture and candy. 

A Japanese pattern of mixed farming 
and industrial employment within a 
single household is appearing in other 
southern Jiangsu townships. Except at 
peak labour demand periods, such as 
ploughing and harvest times, wage- 
earning peasants may only be available 
for field work in the early mornings and 
evenings. 

Industrial employment is raising the 
scarcity and therefore the value of rural 





Loyang’s success: page 80 
Forward brigade: page 80 











| ket conditions, profitability declined 





labour, which makes farm mechanisa 
tion economically rational, but only i 
crop price subsidies offset the artificiall: 
low return on farming. ^ 

Grain producers in most Suzho 
townships, for example, receive a 
extra payment of Rmb 0.10-0.20 a kg for 
rice produced in excess of the basi 
quota, and comparable payments for 
wheat, according to Pan. The subsi 
payment may thus be as high as two- 
thirds of the base purchase price fo 
medium-grade padi rice (Rmb 0.33 а к 
last year), and some townships pay sul 
sidies on basic quota grain as well 
Where specialised grain households ar 
prevalent, the subsidy level is targete 
to bring farming and industrial incomes. 
into rough parity. 

As a result, Pan says, grain produc 
tion in Suzhou counties has grown 4.776 
а year since 1978, twice as fast as durin, 
the period 1970-78. 

Of course the southern Jiangsu solu 
tion to the agricultural/industrial price 
pincer can hardly be applied generally. 
Local subsidies on this scale require an 
industrial intensity which so far exists 
only in southern Jiangsu, northern 
Zhejiang, and the Pearl River delta of 
Guangdong province adjacent to Hong- 
kong and Macau. A 

All three regions share particular ad. 
vantages which cannot be easily repli 
cated elsewhere. These include weil-de 
veloped transport systems and access to 
urban or external markets; higher sta 
ing base incomes from traditional а 
riculture to finance the first stage of ii 
dustrial development, and a relativel 
skilled and educated rural workfor 
including large numbers of rural-órigi 
workers employed in nearby cities 
which leads to technology transfer whe 
workers return to their villages. 9 

Although rural industry maintained 
remarkably high levels of output growt 
last year despite tighter credit and mar 
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significantly. The general economic 
slow-down experienced last year, com- 
pared to hyper-rapid growth in 1984 and 
1985, was the main reason for the de- 
cline in earnings, provincial officials 
say. But rising energy costs, higher 
wages and higher credit charges also 
ac bag a part. 

n Changzhou's three rural counties, 
oss profit of rural industry in 1986 was 
mb 240 million, a decrease of 29% in 

real terms. The number of loss-making 
rural enterprises remains small relative 
to those in the troubled state sector — 
combined losses of red-ink rural fac- 
tories in the counties was Rmb 14.7 mil- 
lion, or 6% of total profits. But the days 
when rural factories could expect to re- 
coup initial investment costs in less than 
two years are apparently over. 


I: 1985, the profit return on fixed in- 
vestment for Changzhou rural enter- 
prises was an ену high 65%, 
according to Changzhou Rural Industry 
Management Bureau deputy director 
Zhu Guorong. This ratio dropped to 
30.3% last year, less than state-owned 
enterprises in urban Changzhou (which 
is extremely profitable by national 
standards). Rural enterprises continued 
to out-perform state enterprises in 
terms of ratio of pronu to circulating 
рин) capital, however, earning 

b 81 for each Rmb 100 of circulating 
funds, against Rmb 26.8 for state-sector 
factories. 

At this level, rural enterprises re- 
main extremely viable, but the amount 
of funds for reinvestment generated 
from profits has been sharply reduced. 
In 1984-85, extremely high levels of pro- 
fitability made some Jiangsu townshi 
virtually immune to credit controls. 
Tight credit conditions now, however, 
are likely to have more impact on cur- 
rent and future levels of investment. 

Higher charges for electricity ac- 
counted for 27% of the drop in profits in 
Changzhou rural industries, according 
to Meng Haogeng, deputy secretary- 
general of Changzhou Municipal Peo- 
ple’s Government. Rural industry in 
Changzhou counties consumed 590 mil- 
lion kWh of electricity in 1986, 19% 
more than in the previous year. But the 
charge per kWh was raised 80% to Rmb 
0.37. (State-owned factories, by con- 
trast, pay only Rmb 0.08-0.11 in this 
area for electric power allocated under 
the state plan.) 

Energy costs will be lower this year, 
however, as a result of cheaper prices 
for diesel oil. Most rural factories main- 
tain back-up generators to cope with 
frequent stoppages and brown-outs. At 
Rmb 1,500 a tonne for oil, self-gener- 
ated electricity cost Rmb 0.40 a kWh 
when the diesel price peaked in 1986. 
Now that diesel oil has fallen to Rmb 
1,000 a tonne, the cost of generation is 
below the price of mains electricity and 
some managers are running their 
generators around the clock. п 


The Loyang experience 


Arural township industrialises successfully 


Lope a former township near 
Changzhou, was upgraded to full 
town (zhen) status in 1986 when average 
annual income reached Rmb 1,180арег- 
son, nearly three times the national aver- 
age rural income and 45% higher than 
average annual urban income nation- 
wide (Rmb 424 and 815 respectively). 
This means an average family income 
is more than Rmb 4,500, and households 
with two wage-earners may earn Rmb 
8,000 or more. 

Two years ago, Loyang was already 
a model of rural industrialisation 
(REVIEW, 18 July '85). There were 21 
township-run and 19 village-operated 
factories, which generated Rmb 40.2 
million worth of products in 1984, ac- 
counting for 70% of the township's total 
output. Now there are 61 village and 25 
town factories, and industrial output 
reached Rmb 116 million last year, more 
than Rmb 3,700 per capita. Average sav- 
ings, Rmb 213 per person in 1984, have 
climbed to Rmb 638. 

Fresh-water pearls, cultivated in 
ponds, are another Loyang export pro- 
duct, and earnings have climbed sharply 


The new tails 


of capitalism 

R ural industries in Jiangsu and else- 
where are the successors of so-call- 

ed brigade industries, many of which 

were established at the time of the 

Great Leap Forward in 1958-59. The so- 

called “backyard steel furnaces” came 


to symbolise the lack of and 
economic realism of that filed Maoist 
policy, but some of the more sensible 
rural factories established at that time 
survived, including workshops engaged 
in repair and manufacture of spare parts 
for agricultural machinery. 

Condemned as “tails of capitalism” 
during the Cultural Revolution, many 
bri enterprises thrived nonethe- 
less. As disorder in nearby Shanghai 
and other cities halted urban factories, 
some brigade factories u to 
meet the ensuing intense demand for 
spare parts, tools and simple manufac- 
tures which they could uce. 

Jiangsu was relatively stable politi- 
cally d the Cultural Revolution, 
нүн thanks to Gen. Xu а, 
who had command of the Nanjing Mili- 
tary Region since 1955 or earlier, and 
took over as secretary of the eastern 
— regional party committee in early 

Xu was able to protect many of his 
colleagues in the Jiangsu provincial gov- 
— — ax u Jiatun, cement 
came pro secretary 
and is now unofficial representative of 


as the wholesale price has risen since 
1984. 


Not everything has been without 
problems. Industrial output growth was 
almost flat in 1986, after a huge jump the 
previous year whenseveral new factories 
and expansion projects came on stream. 

TV sets from a production line install- 
ed in 1984, set up with technical assist- 
ance purchased from the Shanghai Tele- 
vision Machine Factory sold well for one 
year, but the market for black-and-white 
sets collapsed last year, according to 
township head Yang Xiangxing, and 
now the factory has been retooled to 
make dual-cassette tape recorders. 

Financing new investment has be- 
come more difficult. In 1984-85 the town- 


the Chinese Government in Hong- 
k - The local leadership used “soft” 
me AS enfi мч Maoist policy di- 
rectives ro surreptitious su 

port to brigade industry, provincial offi- 
cials say today. This accounts in for 
the rapid development of to ip fac- 
tories in the province after national 
policies to change, at first cauti- 
бщ 1976 and then decisively in late 


The real roots of rural industry in 
southern J go back much г, 
however. The Yangtze delta area hag 
historically been сасе China’s most 
prosperous regions. It was the earl 
centre of efficient wet-field rice caitiva. 


first and foremost in Jiang-Zhe 
к» Yangtze delta]." 
supplying as 
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tonnes 


times, the 
much as 380 















expansion projects, at a cost of Rmb 9.8 
million, of which Rmb 8 million was fi- 
- nanced through loans from the Agricul- 
tural Bank of China. But since the credit 
crackdown in late 1985, the township has 
to rely more on its own funds. Since 
then, there have only been 11 new pro- 
jects, costing Rmb 6.8 billion, of which 
loans covered only Rmb 2.4 million. 
. But some Loyang factories are still 
flying high. The township is China's most 
portant manufacturer of watch crystal 
rings ing out 20 milliona year, 15% 
упа! total. 


bicycle-parts factory in 1984 con- 
ted of a few unprepossessing work- 
ps supplying simple components to 
he Changzhou Bicycle Factory. Now 
hiny new fork-lift trucks zip between 
leaming new workshops on the plant's 
ew site. The factory now supplies parts 
to 40 different bicycle manufacturers 






































parts last year, | 
Changzhou United Electric 
тиге Factory's new modern 
gs would be. striking any- 
China, much.less a rural 
| township whose villages were not con- 
f nected by roads until the late 19705, 
The product range includes recessed 
and decorative lights which have found 


она Кз 
of grain a year to Peking and its garri- 
poms via the re-engineered. Grand 


- By the 16th century, the delta was 
the world’s most important textile 
producer, and despite its fertile. pad- 


|. dies became a net importer of rice due 























| to an IBth-century. ac- 
: ige in Changzhou prefec- 
_ ture not far from present day ovens, 
| “the country folk only live off the 
fields for the three winter months’. . . 
| Daring the spring they close their doors 
and spin or weave . ... and in the au- 
j tumn, the noise of the looms’ shuttles is 
| heard everywhere in the villages. They 
trade the cloth in order to have rice to 
eat. Even if there is a bad harvest, our 
country | are not in distress as 
. | long as other counties have a crop of 
cotton.” 
The problem of low returns of ag 
o] riculture is not a new one, either. 
| «commentary on customs in Suzhou dur- 





















Ang the era (1368-1644) cited by a 
| Ja > historian, declared. that 
| *ü are one-fold profits in agricul- 


ture and it needs very great labour. 
Fools do it. There are two-fold profits in 
manufacture and it needs great labour. 
Those who are skillful do it. There are 
three-fold profits in trading. and little 


prudent and thoughtful doit." — 











ip carried out 24 technical u grade or 


е, and exported US$500,000 . 




























labour is needed. Those who are | 











Which international 
hotel chain is really — 
going places in Chin: 









































Ernst Zimmermann 


Assistant Vice President and 
Director for China 


Holiday tan is pioneering hotel development 
in €hina like no other hotel chain can. 

Ernst Zimmermann, our Director for China, 
has made a commitment to develop 20 Holiday 
Inn hotels ini China by 1993. It's a commitment 
to provide you with hotels thatoffer our reliable 
international standards, friendly service and... 
value for money. 

Already we're in destinations as vital as 
Beijing, as scenic as Guilin and as exotic as 
Lhasa. Tibet. And with hotels planned for Xian, 
Dalian, Guangzhou, Shanghai, Chongqing and 
Fuzhou, we'll soon be in all the locations you 
need to be. and want to be. 










A A * HolidayInn... s 
We care about the small things in lif 


+ 
Holiday Inn 
Asia « Pacific 


For reservations please contact your travel agent or your nearest Holiday Inn: hi 
For further information, please contact our Regional Sales Office, 
c/o Holiday Inn Harbour View Hong Kong, TST PO Box 98468. 
70 Mody Road, East Tsim Sha Tsui, Kowloon, Hong. Kong. 
Tel 37215161 Telex: HX 38670. Cable: INNVIEW, 

Holiday inn Hotels in Asia-Pacific vo ii 
це Hong Kong 

a * Karachi = 
























y home and commercial lighting. ^: 


longing to the: Ministry of Railways, 
ich has also invested in the factory. 
| ор may have helped the 

tory win two large contracts to install 
hting in new railway stations under 
struction in Shanghai and Nanjing. 
ther customer is the US Embassy in 













its, produced under a royalty agree- 
nt with the Shanghai Design Insti- 
‚ have won numerous awards, and 





and rising incomes in the lower Yangtze 
egion created demand for higher qual- 


«The factory is built partly on land be- 


Modular commercial refrigeration 


party headquarters at Zhongnanhai in 
Peking. | 
“A slower rate of industrial growth — 
15-20% ‘a year — is better, we went too 
fast in 1984,” says Tan Boxing, who will 
retire next year as vice-township head at 
age 60. Tan, who manages the township's 
profitable freshwater-pearl production, 
has workedin Loyangsince 1949. He was 
vice-chairman after Loyang was made a 
commune in 1958. But he was үре of 
his posts in 1966, and did not hold a re- 
| Sponsible position until reinstated as 
| vice~township head in 1974, 
"Now we have a base," Tan says, but 
he worries about how the township can 











 keepup with advances in technology. No 
‘college graduates are assigned to rural 
townships, though Loyang got a boost 
from educated city officials and techni- 
cians who were sent there during the Cul- 
tural Revolution. They provided core 
skills for some of the township’s most 
successful factories. 
Last year, Loyang joined with five 
other nearby townships to set up their. 
own’ university extension training in 
mechanical engineering. The townships | 
signed a two-year contract with the 
Yangzhou Engineering Institute to sup- 
piy seven instructors, at a cost of Rmb 
0,000. The first class of 80 students will 
graduate іп June 1988. ^ — Robert Delfs 
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akistan's burgeoning budget deficit 









ring the year, by March the govern- 
ent had borrowed Rs 7.5 billion 
5$434.8 | million). Overall deficit 
cing is expected to.exceed Rs 10 
illion by the end of this fiscal year. 
Budget deficits have been a chronic 
roblem for several years and figures 
actual government expenditure and 
nue. usually differ sharply from 
riginal budgetary estimates. In 1985- 
86, for example, revenue was budgeted 
.Rs 92.54 billion but turned out to be 
is 90.03 billion, while total spendin 
cluding... development expenditure} 
mounted to Rs 132.8 billion. 
For 1986-87, a shortfall also has been 
eported in forecast revenue from in- 
ome tax, central excise duty and sales 
x. Delay in implementing plans for 
ivatisation of state-owned enter- 
s, expected to yield Rs 2 billion, 
as also contributed to the mounting 
udget deficit. The only effective source 
f revenue at present seems to be im- 
ties and taxes, which might meet 
е official target of Rs 25.65 billion — 
almost half of gross revenues, 
Ви the revenue generating utility of 
mports is.offset by their impact on bal- 
nce of payments, making import taxes 
unattractive. The forthcoming budget 
proposals for 1987-88 (to be presented 
in the first week of June) is expected to 
incorporate proposals for tax reform 
hac by the National Taxation Re- 
s Commission (NTRC). 
“Major proposals of the NTRC in- 
* clude an expansion of the tax base, in- 
creased emphasis on direct taxation and 
restructuring of the tax-collection 

















































imed at netting at least par 





Trouble with deficits 







REVENUE AND 
EXPENDITURE 
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Rs 180 billion in black money believed 
currently to be stashed in bank deposits, 
cash hoards, undeclared business as- 
sets, real estate, offshore assets and 
gold, gems or jewellery. But the deci- 
sion to expand revenue involves politi- 
cal considerations and the government 
has to weigh the comparative advan- 
tages of either increasing its resources 
or appeasing powerful vested interests. 

At а recent Paris meeting of- Pakis- 
tan’s World Bank-sponsored aid con- 
sortium, representatives of the 10 donor 
countries expressed "serious concern" 
at Pakistan's worsening budget deficit. 
Sull, the consortium committed aid 
worth. US$2.4 billion for 1987-88 and 
praised Pakistan for its impressive eco- 
nomic growth. Official estimates put 
gross domestic product growth at 7% 
this year. 

The balance-of-payments situation 
has improved, bolstered by export per- 


major imports. A record cotton crop of. 
7.2 million bales ina year of rising world: 





machinery. The NTRC's suggestions | 
hi ? 


prices contributed to an 18% expansion 
rs in 1 

















REVIEWGRAPH by Picky Hui and ivan Kwong 


formance and reduced spending on | 





valued at US$3.4 billion against US$2.9 
| billion in the previous year. Lower 
prices of petroleum and edible oil 
reduced the import bill, bringing 
the current-account deficit to 
. US$912 million ог 2.5% of GNP 
against the ү E yr US$1.2 
billion or 3.5%. | | 
The manufacturing sector re- 
mained buoyant, quelling fears that ` 
last November's ethnic rioting’ in 
Karachi — Pakistan's largest indus- - 
trial city — might adversely affect 
its overall performance. 
Increased export income coup- 
led with lower bills have offset 
the US$200 million decline in re- 
^ mittances from overseas workers -— 
a traditionally significant source of 
foreign-exchange earnings. The fall 
_in workers’ remittances has been 
faster than anticipated. In the first 
half of the current fiscal year, re- 
mittances were 12% lower than the cor- 
арш period last year despite offi- 
cial projections for.a decline of no more 
than 10%. 

However, the improvement in bal- 
ance of payments might ‘not be sus- 
tained if the world price of cotton fell 
or if. Pakistani manufacturers were to 
face protectionist pressures in world 
‘markets. The country is also vulnerable 
to increases in prices of petroleum and 
edible oil; unofficial projections anti- 
cipate a major increase im the import 
bill next year because of fertiliser im- 
ports. > 
Price stability has been опе о the 
government's major achievements dur; 
ing the year. Inflation has been con- 
tained at below 5% and increases in the 
consumér-price index were maintainéd 
at levels achieved last year. Plans to 
contain the growth of money supply 
have been less successful: against a pro- 
jected growth of 11.8% for Senn Over 

€ previous year, money su grew at 
rate of 12.5% and ‘could reach 1596. 





















































WIDE LINKS 


Whenever yothwish to travel, we have 
theright connection. 


Kuwait Airways flies to more than 40@estinations, with 
convenient connections. After all, your comfort is our 
concern. Our friendly reservation offices around the world 
will gladly assist you to draw up your travel plans. 


Once you are on board, our attentive cabin crew ensures 
you have a pleasant journey, whether you fly First, Oasis 
Business or Economy Class. The cuisine is simply superb, 
and is served in splendid style, aboard our fleet of modern 
widebodied jets; Boeing 7675, 747 and Airbuses. 


In fact, you might notice that many aspects of our service 
are simply a cut above the ordinary. That’s because we've 
been flying for more than 30 years now, refining our 
service with every passing year. Visit our sales offices any 
where in the world -theyll be more than glad to help you. 


CREE $= Л СА 
KUWAIT AIRWAYS 
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The good things in life don't come easily. Like the smooth, 
mellow taste of Chivas Regal. It takes more work to make it. And to buy it. 
Rut. as mast successful men will agree it is certainly worth the effort 
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triving Together 


Samsung believes in teamwork 


the kind of striving 


together that combines the depth of our experience with the 
best of our technological skills to bring you our finest achieve 
ment. . . high quality electronic products 

Samsung has something for everyone. You'll delight in the 
picture clarity and vibrant sound of our color TV, VCRs, and 
audio equipment, and Samsung home appliances will give 


you performance you can rely on. 


All Samsung products display the qualities that earned us a 


place as major suppliers for the recent 
Asian Games and the 1988 Seoul Olympics 


telecommunications network 


We are doing more than just providing you 
with dependable electronic products to make 
your work and life easier, we are building 


lasting relationships 


Electronics 










^ A World of Difference in 
International Distribution 
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P&OCL 


Our service has grown 
over the years, from strength 
to strength. 

We've extended our 
deep sea route network and 
inland transport systems so 
that we can deliver door to 
door throughout the world. 

In the process, we've 
carried just about every type 
of cargo large and small — 
from a single consignment to 
high volume container traffic — 
giving the same care and close 
attention to detail to the 
movement of every shipment, 
regardless of size. 

Now, to the growing 
range and depth of our own 
resources, we can add the 
strength of P&O. 

The result is a total 
distribution service which is 
not only fully comprehensive — 
it's also infinitely flexible. 

Which is why we're able 
to tailor it to the needs of 
individual shippers, anywhere 
in the world. 

And that makes a world 
of difference. 





P&O Containers Limited 


AGENTS. 
Song Rang. Swire Shipping ( Coe Ltd. Tel; (5) 264311 
Japan. Swire, Tokyo. Tel: 03-2309 
pcm Mansfield Container Shipping Pre Lad. Tel: 2252233 
Malaysia. Container Agencies Sdn. Bhd., Kuala Lumpur. Tel: 2484544 
Thailand Borneo Agencies Ltd, Bangkok. Tel: 234 2080 
Philippines Soriamont Steamship Agencies Inc., Manila. Tel: 50 18 31 
iwan (European Trade) Jardine eson & Co. Ltd. , Taipei. Tel: 393 1177 


S. Korea (European Trade), Chang Shi è ‚ Seoul. Tel: 753 0451/9 
Tng Gang Shi ne Сы; tari 80255, 752 3118/9. 
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Boboli Gardens in Floren 


More than a holiday, it’s a odebration of life 


If you love things Italian wait until you’ve tasted 
them in Italy. There’s so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 

it’s more than a holiday, it’s a celebration of life itself. 
But don’t just come to Italy. Come to 

Alitalia’s Italy. We can show you Romeo and Juliet’s 
balcony in Verona; let you sigh on the 

Bridge of Sighs in Venice; gaze in awe at 


Michelangelo’s ‘David’ in Florence; sit where 

Roman Emperors sat in ancient Rome; point you in 

the direction of the most elegant boutiques. We'll also 

give you more direct flights to Rome and help you 

plan the best money-saving ‘Intermezzo Italia’ tours. 

This year, come to Italy with Alitalia Aq 
and celebrate life Italian style. For information, 4? 
see your travel agent or Alitalia for our free 

‘Intermezzo Italia’ brochure. 
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22 Scotts Road Singapore 0923. Tel: 7377411 


| Sitting Room In 


An Eng ish Tin ња 


hotel suite at the 


( ount Goodwood Park, one 

of 235 suites that has 

| [o e been luxuriously appointed, 
Or Hotel ss 

After all, the 

R І comfort, convenience 

OOM n and well-being of our 

guests is the essence 

of guarding so 


J 


with every modern amenity 
immaculately 


SINGAPORE 
Telex: RS 24377 GOODTEL. Cable: GOODWOOD 
Goodwood Group Singapore: Goodwood Park. York, Boulevard. Ladyhill 


Member of The Steigenberger Reservation Service & 


Recortes Cs eee Harale Core mr Pro ted Tal 6. 246401475. 2597/9 H. eee Meet 





WWF Kojo Tanaka BCI 


The 


Giant Panda 
needs your help 
to survive 


Om every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. * 

The Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money 

Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 
| hee 
WWF WORLD WII DI IFF FUND 
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JAPAN FINANCIAL - 
REPORT 


Published Fortnightly ... 


The Most Authoritative Newsletter Of Its Kind... 


We take great pleasure in introducing the JAPAN FINAN CIAL 
REPORT, a fortnightly newsletter written and edited by Richa: 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia’s leading business/news 
magazine. 


Rushed to you anywhere in the world by jet speed, JAPA 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. | 















Hanson Uniquely Qualified ... 


Hanson a long time resident of Japan is eminently qualified. His journalist: 
achievements are well known through his stint with AP Dow Jones and the 
e frequent appearance of his articles in the Far Eastern Economic Review, 
i The Financial Times and The Times of London among other prestigious journals. 

















.. Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely informatio 
_ which can help you chart a safe course through the labyrinth of Japan's financial world and at th 
- same time provide you with an unparallelled insight into the workings and thought process of the 
- Јарапеѕе Ministry of Finance and the Bank of Japan, Japan’s central bank. 









For Bankers, Brokers, Corporate Treasurers etc... 
Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep. 


a you abreast and, in many cases, ahead of rapidly changing events which can and often do affect 
_ Japan's financial, economic and industrial well 


_ реш = 

ыд Subscribe Now... 

_ Act Now And Begin Reaping The Benefits... cic PASTANI ECONOMIC REV m "5 
Don't delay! No other publication of апу kind PUBLICATIONS DIVISION 
càn match the scope and depth of information GPO BOX 160, HONG KONG 

you'll get in every issue of the JAPAN FINAN- 

_ CIAL REPORT. Do it now while you are think- E opos шы UI е ашы, FINAN- | 

5 T ing about it. To subscribe simply complete the lenclose cheque/M.O.intheamountof |  .. ‚ (От) 

_. Special trial subscription order form and return 

it with the indicated amount. 


JAPAN FINANCIAL REPORT is designed to 
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0 Please charge my credit card. 


C] 6months US$272 Cl 1year US$495 E 
(Payment may be made in equivalent in local 





E help you by providing vital information you currency) 
. need which in the short term might save you Name 
time, energy and money, and in the long term 
Address 





;; help in strengthening your Japanese business 
| activities. 





Charge $i 
card 


_ Guarantee... 
| Should the JAPAN FINANCIAL REPORT fail for 
any reason to live up to your expectations you 
пау stop your subscription at any time. We'll 
uc promptly refund the unused portion of your 





Expiry date 





Card Number 











Signature с. 











The Minolta 7000. 
The world’s best-selling and 
No.1 award-winning autofocus SLR. 


Minolta's Hi-Tech autofocus technology that revolutionized SLR 
photography. Astonishing speed. Brilliant accuracy. Incredible 
ease of operation, even in flash photography. They're all 
convincing reasons why the Minolta 7000 is the number one 
choice worldwide. Isn't it time to take a firsthand look at the 
autofocus SLR that's second to none? 


THE HI-TECH AUTOFOCUS SLR ) OOO 











i ship with Singapore. broker Fraser and 







The .commitment required from 
foreign aspirants is high, including mini- 
mum capital of $$10 million, the cost of 
a seat and other infrastructural invest- 
ments; which together imply an outlay 
of around $$20 million. For this, foreign 
partners can own a maximum of 49% of 

a Singapore broking firm, and this limit 
ad ikely to: be raised for several 





| foreign. firms vying for a 
ithe two remaining open- 
Gulf International Bank/ 
& Co.), Barclays 
; nion Co.), 
"First Pacific Holdings (Alliance Securi- 
; ties), Vickers de Costa (Cathay Securi- 
; w and Bank of East Asia (Lee & 
The stockbroking crisis following the 
‘Pan Electric collapse, in which: many 
Singapore firms. found themselves on 
те wr Side of extensive forward 
transactions, induced the government 
to encourage prospective foreign en- 
trants to effect their introductions by 
rescuing troubled local firms. In some 
cases the encouragement was vigorous, 
as in the proposed investment by Bank- 
ers Trust in Golden Hope Securities and 
that of Gulf International and Bangkok 
Bank in Ong & Co. 

Among the criteria these firms will 
have to meet to qualify for majority con- 
trol are active soppor for new markets 
being developed by the SES, such as the 
Sesdaq күре second market; visi- 
ble technology transfer and improve- 
ment of the merged firm’s research and 
other service capabilities; proof that the 
volume of foreign business in the first 
three years is at least half the total busi- 
ness transacted by the firm. Once those 
criteria are met, foreign firms may be al- 
lowed to raise their equity stakes to 






















70%, and ultimately to 100%, though 
that eventuality could be as long as five 
years away. 

Meeting the capital and other re- 
quirements for the first eight foreign 
broking partners will probably take sev- 
eral months, and best estimates suggest 
it will be year-end before all are fully 
operational. Although the Singapore 
market, as measured by the Straits 
Times Industrial index, is now trading at 









| Standard Chartered: arbitrary rejection. 





an average price/earnings (p/e) multiple 
of 35, and an estimated prospective p/e 
ratio of at least 28, most analysts still see 
value. They point to the mild recovery 
already evident in some soft commodity 
markets, and the re-emergence of in- 
flationary expectations, manifested in 
rising precious metal prices. In an envi- 


kets, Singapore’s proximity to Malaysia 
and Indonesia’ could herald а re- 
surgence of its role as a Service centre 
for these economies. 

Those less convinced about the infla- 
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ronment of recovering commodity mar- « 


| 









tion or commodity argument feel 
pany results are unlikely to support th 
values being attached to the Singapor 
market, and that a correction is likely 
More important than either view, 
perhaps, is the fact that major interna- 
tional investment houses are now put- 
ting an effort into establishing an opi 
ion on the market. 

Since the Pan-Electric shock, price 
on the SES have surged, on averag 
more than doubling in little more thar 
year, and the investor profile -has 
changed markedly, reflecting the grow 
ing foreign component. Moves by the 
SES and the regulatory Monetary A 
thority of Singapore to open the door: 
crack for international investment 
houses seem destined to reinforce that 
trend. For the unsuccessful applicants, 
the wait for the next round could be as 
long as two or three years. | 

For the local broking community. 
the foreign invasion has been less tha 
welcome, though its floundering rank 
could ‘muster little credible resistance t 
the opening of the market. The boom 
ing market, as well as the promise of e 
panded liquidity through the introdu: 
tion of new players and the govern- 
ment's privatisation programme, have 
cushioned the brokers from the impa 
of fresh competition. 

For the time being, as well, Sing 
pore is adhering to a fixed commission 
structure, protecting сар players 
from the other facet of the Big Bang 
syndrome. Also surviving, though their - 
role is coming into question, are the re- 
misiers — freelance brokers' agents who 
drum up retail business for 0.3% out of 
the 1% charged on all bargains: 

Such archaic phenomena as fixed 
commissions, remisiers and a closed 
shop all seem. destined for sacrifice. à 
the altar of global compatibility, a.goa 
Singapore is desperate to attain. ^'^ 
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EFFECTIVE EXCHANGE RATES 
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By Paisa! Sricharatchanya in Bangkok 


Rz on the back of a boom since 
the last crash in 1979, the Securities 
Xchange of Thailand (SET) is intro- 
ducing new measures to facilitate and 

pand foreign participation in the local 
stockmarket. A separate board will be 
set up in mid-June specifically to con- 
uct transactions of stocks held. by 
ign investors. Plans are being 

d to allow overseas-originated 
eals outside the normal two-hour daily 


permit listed. firms to issue shares 
th non-voting rights for foreigners. 
_ "Although the SET's basic function of 
mobilising funds for private-sector in- 
tment has had limited success during 
its more than 10 years of operation, the 
latest emphasis on foreign investment 
corresponds with a broader government 
policy to attract more foreign equity 
_ father than loans. Apart from an array 
of favourable local conditions — rang- 
ing from low interest rates to a sharp up- 
turn in corporate earnings — foreign in- 
stment is generally viewed as a key 
actor behind the current boom. 

The volume accounted for by foreign 
nvestors was marginal during 1982-85, 
rising from Baht 238 million (US$9.3 
million at current exchange rates) to 
Baht 1.6 billion over the period, repre- 
senting 2% and 4.8% respectively of the 
market’s total turnover. However, 
here has been a sharp upturn since mid- 
1986, about the same time that the 
omestic rally picked up steam. 

¿in 1986, some Baht.4.6 billion 
worth of foreign investment was re- 
corded, equivalent to 7.8% of total 
urnover. The total grew to Baht 3.5 bil- 
п. during the first four months this 
ear. While these levels may be relative- 
y low by the standards.of large regional 
markets such as Hongkong or Singa- 
re, they are unprecedentedly high 
in Thailand. 
;,; Orchestrated by fund managers from 
longkong, Singapore and London, 
these offshore funds are attracted by 
Thailand’s economic кише plus 
e country's rela- 























, The SET authorities and brokers 
agree that the special foreigners' board 
amounts to only a short-term remedy to 
' help sustain foreign interest. As a result 
of the flurry of foreign purchases since 
last year, the legal limits on foreign 
shareholdings in half a dozen bluechip 
Stocks — such as Siam Cement and 





Farang's playground - 


Thailand sets up a second board for foreign traders 


ading session and, in the longer term, . 


Bangkok Bank — either have been 
reached or nearly reached. These ceil- 
ings range from 25% for financial in- 
stitutions to varying levels below 50% 
for most other listed firms. 

"There have been cases where a 
foreign investor bought into a certain 
stock only to find out later that owner- 
ship transfer could not be effected since 
the ceiling was exhausted. Transactions 
between the foreign investors them- 
selves have so far been cumbersome," 
commented one broker. With the new 
board, they can freely — and clearly — 


trade among themselves. Such demand 


is said to be fairly strong and the special 
board may. initially see price levels 
higher than the general board. . 

SET president Maruey Phadungsith 
told the REVIEW that plans to allow 
transactions originating overseas out- 
side the normal.9:30-11:30 a.m. local 
trading hours are definite but will be an- 
nounced at a later stage. Meanwhile, 
the exchange is studying the legal feasi- 
bility of permitting non-voting shares. 
While widening the options for for- 
eign buyers, this is also designed to 
prevent hostile takeovers of listed 
firms. 

A longer-term solution is undoubt- 
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edly to have more products on the sup-- 
ply side. One obvious consequence of 
the current spate of interest, both from 
foreign and local investors, is reflected 
іп sharply increased share prices. 
"When foreign funds flooded in during 
the last quarter of 1986, there was 
concern that they might be used to 
manipulate the market for short-term 
gains. 

Judging from their heavy purchases 
but little sales, it has now been proven 
that foreign investors are here for long- 
term investment. Given the unabated 
demand, the concern has now shifted to 
price increases," commented. 
another SET executive. 

The Book Club Index jumped a 
hefty 54.40 points from the start of the 
year to.close at 242.70 on 26 May. On 
numerous occasions during this period, 
several stocks — particularly in the fi- 
nance sector (because of profits from 
stock brokerage fees) and the export- 
oriented manufacturing sector (because 
of sharp increases or turnarounds in 
earnings from this year's export gains) 
— hit the allowable daily price-appreci- 
ation ceiling of 1095. 

There has been по new listing since 
early 1987, largely because new applica- 
tions were submitted in the last quarter 
of 1986 and are now awaiting final Fi- 
nance Ministry approval, though SET 
officials expect that between now and 
the year's end the market would see 
about 15 new listed and authorised 
Stocks. п 






























































TAIPEI: The market scored a record 
high, as investors shrugged off concerns 
about the appreciation of the NT dollar 
ight on by a US economist’s com- 
` ments that the currency should rise to 
' NT$25:USS$1. The index closed 153.9 
points higher over the period at 
1,906.13. Average dailv volume fell 
‘Slightly to. NT$6.99 billion (US$220 
million). 
















































: HONGKONG: A spurt of buying on the 
last trading day of the period pushed 
| the Hang Seng Index to close at 
г 2,926.10, just 13 points short of its all- 
,time high set in March. Liquidity was 
buoyed by the release of Kumagai 
Gumi’s float over-subscription. Total 
urnover for the period. was 1.33 bil- 
оп: shares; worth HK$4.75 billion 
(US$609.4 million). 


TOKYO: Institutional money stayed 

on the sidelines, waiting for market di- 

rection. Financials declined steadily. 

Pharmaceuticals seemed to be the only 
“sector with any steam. Daily average 

volume fell to a low 760,5 million 

shares. The Nikkei Stock Average 
;closéd the period slightly up at 
24,582.77 points. Selling large blocks 
* of stock into the market was difficult. 





AUSTRALIA: Markets tumbled from 
| their record highs on weakening com- 
| modity prices, nerves about the New 
Zealand market and bad news about 
Oil discoveries. The All-Ordinaries 
Index fell 56.5 points to close the 
period at 1,802.40 on a 7% dive by the 
Metals and Minerals Index. A total of 
840 million shares were traded, worth 
A$1.8 billion (US$1.3 billion). 





NEW ZEALAND: Prices recovered 
from the previous period's steep fall, 
and despite profit-taking in later ses- 
sions Barclays Index closed firmer over 
{һе period at 2,900.13, up 86. points. 
"Volume for the period маѕ 47.29 mil- 
' lion shares, worth NZ$138.91 million 

(US$80.1 million). Brokers, however, 
4. noted the rise was not supported by 
^f^ fundamentals. 





SINGAPORE: Despite some nervous- 
|. nessthat the market's bull run might be 
“coming to an end, foreign institutional 
buying kept the market buoyant for 
most of the period. Profit-taking set in, 
however, and Fraser's Index closed the 
period 50.89 points down at 6,932.66. 
Volume was down to an average of 
264,16 million sh Iued.at 
55124.01 milli m. 













Return of a star performer 
TAIWAN bulls returned with a vengeance to push the market to a new record high in the period to 25 May. 
Gainers continued to outnumber losers in the Asian region. Bombay recorded a big loss. 











"MANILA: Gold producer Benguet was 























KUALA LUMPUR: The market lost 
much of its momentum but managed to 
finish the: period with Fraser's Indus- 
trial Index up 32.12 points at 4,418.49. 
Profit-taking was evident throughout 
and brought the market down with a 
thump before the weekend. Volume 
was slightly down at an average of 37.8 
million shares traded daily, valüed at 
M$66.2 million (US$26.8 million). 
















SEOUL: The market gained strength, 
rising 9.94 points to 397.62 points atthe 
end of the period on average daily turn- 
over of Won 69.23 billion (US$83.9 
million) for 64.68 million shares. Con- 
struction and trading fared best, up 7.7 
and 7.1% respectively. Sammi Electron- 
ics and Poonglim Construction were 
among the best performers, «rising 
22.2% and 26.3% respectively. 


BOMBAY: Sentiment remained de- 
pressed with trading dull. Multina- 
tional scrips were more-buoyant than 
others. Even the expansion of a list of 
shares in which forward trading was 
permitted by a dozen new scrips failed 
to bring much cheer. The BSE Index 
fell 10.6 points over the perioed to close 
at 468.56. Investors fear further de- 
clines if institutions were to withdraw. 


















BANGKOK: Buying picked up momen- 
tum again lifting prices across a broad 
front. The Book Club Index put on 
8.87 points over the period to close at 
240.82. Star performers included Bata 
and Strong Pack. Bangkok Metropoli- 
tan Bank was among the hardest hit. 
Volume for the period amounted to 
8.645 million shares, worth Baht 1.87 
billion (US$73 million). 

















one: of few gainers as political events, 
including rumours of another coup at- 
tempt, stole the limelight. Average 
turnover amounted to P68.48 million 
M million) a day, down 11.1% 
rom the previous period, on volume of 
605.16 million shares daily, down 
19.5%. The mining index closed at 
4,024.41 points, down 17.74. 













NEW YORK: Prices closed easier over 
the period with the Dow Jones Indus- 
trial Average falling 15 points.to close 
at 2,243.2 amid jitters over a weak US 
dollar. Turnover for the holiday-short- 
ened period totalled 638.83 million 






























dapan ¥140.219, Hongkong wmm, Singapore 582.101 
881: M$1.172, £1-HK$12.96 








Source: The Hongkong and Shanghai Banking Corp. for hanknate жейт rates when avaiable 
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spot and forward rates trom focal and international markets, 
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| Anexclusive and probably unrepeatable offer . . 


Phuket 


; manage and arrange finance for your UK house or flat. 
| Only eight Thai-style bur bungalows of 2,000 sq. ft. ina i d 
Не 5 agre tropical estate overloching Patong 4 Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 
vira Prices from US$77,000. ал S Bampton & Sons 
MIU 12308 Bool two Eschange Square, Hong Kia. 6 Arlington Steet, London SW1A IRA ey PME | 






Hampton & Sons, the leading UK Estate Agents can assist you to buy. sell. let, 






















а 
NATIONAL UNIVERSITY OF SINGAPORE | 
RESEARCH SCHOLARSHIPS | 


Research Scholarships are available to outstanding university 7 
graduates registered for, or admissable to, master's and doctors . 
degree programmes by research at the National University ої 
Singapore. 
The Scholarships are tenable for one year in the first insta: 
subject to satisfactory progress, renewable annually for sace 
two years. 8 

The value of each Scholarship ranges from sssootos$1t per 
month (US$1.00 552.13 approximately) and is not subject t 
income tax; the actual quantum is determined on the candidate's 
qualifications and раене No travel or other allowance is 
provided. 

Research Scholars may be asked to assist in the work of the 
Departments to which they are’ attached-for not-more than three 
hours a week. They will be remunerated forthe work done. 
The University will-heip Research Scholars find off-campus ^. 
accommodation. 
Application forms may be obtained from: 

























































The Registrar 
NATIONAL 
UNIVERSITY London SW1 
OF SINGAPORE United Kingdom 
10 Kent Ridge Crescent 

{ venue, Suite 
Pn of Singapore New York, NY 10017 
United States of America 


туо request tor application forms, please state ~ 
a) the field. of research you intend to undertake; and 
b) your. highest educational qualification. 
Applications must be received by THE REGISTRAR, 
NATIONAL UNIVERSITY OF SINGAPORE by 31. August 198 





REVIEW INDEX | 


The Far Eastern Economic Review is now pub- 
lishing a quarterly index which details by coun- 
try and date everything that has appeared in the. 
Review. The index is available on a quarterly 
basis. Subscribe now and each quarterly index 
will be sent to you "кыкыо, аз ped MEER NA 
7 comes available. A vital research tool, the e À—À MM 
Review index will save hours of needless ; BUSINESS SERT 
searching for information. ORDER YOURS | MAXIMISE . 
TODAY! Only HK$230 (US$30) for 4 quarterly EFFECTIVENESS... 
issues. Just complete the coupon below and For successful, cost effective 


















































send with your payment. marketing of business services; 

opportunities; personal invest- 

qiu pu ine a lg cee uel ut pin | ments; property; recruitment; 
The Circulation Départment, education; exhibitions; confer- 
Far Eastern Economic Review, ences; and in fact anything of a 
GPO Box 160, Hongkong. specific nature contact us now. 


| 
і 
| 
| 
Please send my order for the Far Eastern Econo- 1 
mic Review QUARTERLY INDEX..! enclose |! 
. HK$230/US$30 (or its equivalent in local cur- | 
с rency) in payment. | 
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{Please print in block letters) 
Name . 


Address А СРО Вох 160, Hong Kong. 
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н ges air in the dusty windowless court- 

room is already getting stuffy as 
the publie gallery is filled to standing 
room only with the three defendants 
supporters. The supporters are a mixed 
crowd, a number of students, some 
journalists, and jrowmenty in the front 
rows sit some of the grand old men and 
women of the dissident movement, 
many of them silver-haired Christian 
pastors. Following the iast session the 
defence vowed it would mobilise this 
kind of support, and the support has 
arrived. 


Escorted by a squadron of 25 police 
the three defendants arrive from the 
back and receive an enthusiastic ovation 
from the crowd. Dressed in traditional 
South Korean prison garb, light grey 
with baggy pants and sleeves, they raise 
their handcuffed wrists above their 


ЕТ 


ШЧ ОВ а 


heads іп a gesture of defiance to the 
crowd, nodding and smiling to their 
friends. Handcuffs removed, they sit on 
a bench immediately below the judge’s 
raised desk. To their left sit the prosecu- 
tion lawyers, to their right the defence. 
Behind and on either side a phalanx of 
police, dividing them from the growing 
crowd of supporters. 

A Methodist preacher in the gallery 
says he has come to watch, but he 
fumes: “From here on the case will just 
be a show.” In the last session the judge 
disappointed the defence by suddenly 
announcing that they would not be al- 
lowed to call any more witnesses; an ac- 
tion the defence say is unprecedented in 
legal history here. Some of the defen- 
dants’ supporters were optimistic that 
the judge, who is in his mid-30s, would 
take a more sympathetic view of the 
case than an older man. “That might be 


X true in the West, but not here,” says the 


[LETTER FROM SEOUL | 


preacher, *young men here are tougher 
— they have their futures to think 
about." When the judge enters many re- 
fuse to rise in respect — this writer finds 
their hands tugging at his sleeves to sit 
down as he stands up. 

The three defendants are the first 
journalists to face trial since Chun 
Doo Hwan took power in 1980. The 
Chun regime has used subtler controls 
— overnight interrogations, instruc- 
tions to newspapers to sack offending in- 
dividuals, and the day-to-day instruc- 
tions on how to and how not to cover the 
news. This time it has resorted to this 
more public display of control because 
the accused have turned their pens on 
the controllers themselves by publish- 
ing recent details of how the press has 
been instructed to cover events on a 
case-by-case basis (REVIEW, 19 Mar.). 





Two of the accused, Kim Tae Hong, 
44, and Shin Hong Bom, 45 — who had 
already been sacked by major news- 
papers years ago for political reasons 
— along with Kim Joo Eun, a copy- 
editor at the Hankuk Ilbo, pulled 
together a list of the directives over a 
10-month period and published them in 
the bi-monthly Mahl (Words), which 
is published by the Council for Demo- 
cratic Press Movement. They face 
charges of endangering national secur- 
ity by publishing government secrets, 
for which they could receive prison sen- 
tences of between three and seven 
years. 


{! does not take long for the sparks to 
fly. Having taken his seat, the young, 
pale-faced judge declares the proceed- 
ings open in the barely audible tones 
he will continue to use for the rest of 
the afternoon. One of the four defence 






lawyers jumps to the point, and, ad- 
dressing the judge, says: “We on the 
defence were dumbfounded by your 
sudden reversal, cancelling the rest of 
our witnesses, and we call you, why have 
you done this?” The judge murmurs that 
the defence has had enough witnesses. 

The defence have certainly made the 
most of their witnesses’ time. They have 
called on them to expound upon the le- 
gality of the charge, and the definition of 
a free press under a government which 
claims to allow one. Park Kwon Sang, 
editor of the prestigious Dong-A Ilbo 
newspaper until he was banned from 
journalism by the new regime in 1980, 
gave one of the sharpest attacks on press 
policies in an earlier session, saying: 
“As far as I know, there is no govern- 
ment agency like the Ministry of Cul- 
ture and Information’s Press Policy Of- 
fice in a country where liberal demo- 
cracy is enjoyed. 

€ government and the press 
should in no way be in a relationship of 
control and obedience.” His old news- 
paper’s coverage of Park’s remarks has 
been one of the few references to the 
case which have filtered into the South 
Korean press. 

“We cannot obey this cancellation 
of witnesses, and demand to be allow- 
ed to give correct evidence,” another 
defence lawyer says. “We were quite 
satisfied with the proceedings up to 
now, until you did this.” The judge 
stares off into space. There is an un- 
friendly murmur in the audience as the 
prosecution lawyer responds: “The de- 
fence witnesses went too far, and now 
you talk of bringing foreigners into the 
court to discuss an internal matter.” He 
is cut short by catcalls from the crowd. 
The defence had asked John McBeth, 
the REVIEW's bureau chief in Seoul, to 
make an appearence to give an explana- 
tion of the workings of a free press in the 
West. 

The session wears on in this vein, 
with the defence calling for an explana- 
tion from the impassive judge, and the 
prosecution rising to his defence, greet- 
ed by catcalls from the crowd. “We think 
the prosecution agrees with the judge 
and the judge has no independence.” 
Turning to the judge the defence said: 
“We are sorry to find you in this posi- 
tion, and we cannot help, but have cour- 
age, come clean and tell us why you've 
made this move.” After an hour of this 
haranguing the judge quietly adjourned 
the court and postponed the next ses- 
sion for a week. — Paul Ensor 























@ THE 1,000 or so European institu- 
tional investors who last year voted 
Shanghai to be the emerging world’s 
most promising stockmarket after Seoul 
(SHROFF, REVIEW, 5 Feb.) might have 


„| believed their whimsical dream had al- 


ready come true had they dropped in on 
a seminar entitled rather grandly *Fi- 
nancial Centre Shanghai" held in the 
city's Science Institute recently. 
‘Some of the Shanghainese present 
меге looking beyond the mere revival of 
Shanghai's once-active stockmarkets to 
the day when the city — which still 
-boasts more financial institutions than 
the rest of China as a whole — would be- 
соте a regional and international finari- 
cial centre challenging Hongkong and 
Singapore or even Tokyo. 
anghai Vice-Mayor Yie Gongqi, 
Е opriately dressed in a smart blue 
- pin-stripe suit, greeted visiting bankers 
and financiers attending the seminar 
th the assurance that the official 
inese plan approved recently by the 
State Council envisages Shanghai be- 
coming not only the "largest industrial 
and commercial centre in China" but 
also a leading financial centre too. 

But what anywhere else would have 
been a wholly plausible discussion on 
developing money and capital markets 

| including the stockmarket (hosted on 
this occasion by West Germany's Frei- 
. "drich Esert Foundation and by the Peo- 
ple's Bank of China) had astrangely un- 
real ring to it in Shanghai. To capitalist 
, ears, it all sounded too good to be true, 
and in many ways it was. ` 
7. Shroff came away with the impres- 
г sion that the problems faced by Shang- 
that’s financial reformers, who seem to 
urn more with desire to restore the 
city's former financial and commercial 
E glory (especially vis-à-vis upstart Hong- 
ong) than with desire to build the 
"socialist commodity’ economy,” are 
formidable. Political power struggles 


aside, the sheer lack of financial re- 


sources and of educated cadres (lost 


-to the Cultural Revolution) is daunt- | 


THERE is another major practical 
problem: how to develop short-term 
| money markets in the virtual absence of 
‚ freely circulating money and how to de- 


velop longer-term capital .. markets 
against a background of severe capital 
| Shortage? China's continuing shortage 


оғ foreign exchange is. well known. 
(Shroff gathered from sources in Shang- , 


hài that, net of window-dressing short- 
erm- borrowings, China's official 
' foreign-exchange reserves may now be 

closer to US$2 billion than the US$10 


billion commonly supposed.) Less. well 
h vth-stunting sh E 

















ed by foreigners than by Chinese be- 
cause it touches directly on the sensitive 
nexus between centralism and devolu- 
tion of economic power, and on whe- 
ther capital márkets can really coexist 
with the central allocation of funds. 

This shortage of renminbi, which 
crimps Shanghai's industrial and infra- 
strüctural investment ànd which denies 
foreign banks the ability to assist 
China's foreign trade financing to the 
extent which they would like, has a mix- 
ture of causes. The bulk of funds are still 
made available to Chinese enterprises 
through the administrative fiat of the 
central government. Investment is 
targeted and even if the banking system 
is increasingly used as a conduit, the 
flows are strictly controlled. 

The embryonic financial institutions 
are concerned only with the "parallel 
market" in free funds and, according to. 
one source in the People's Bank of 
China (PBoC, the central bank), the 
"proportion of funds transferred from 
the central economy to the free-market 
economy" will remain small in the fore- 
sceable future. That leaves room for the 
development of a meaningful capital 
market only so long as two key condi- 
tions can be met. One is the need for 
freedom among banks to compete for 
savings and thus flush out what Chinese 
bankers admit are considerable quan- 
tities of cash kept “under the mattress.” 

Another is the formation of a mean- 
ingful inter-bank market (beyond the 
rudimentary exchange among Bank of 
China branches) to permit specialised 
banks such as the People's Construction 
Bank and the Agricultural Bank of 
China, which have surplus deposits, to 
lend them to deposit-hungry banks such 


„as the Industrial Bank of China and the 


Construction Bank of China. At pre- 
sent, the PBoC makes itself the arbiter 
of such transfers and is guided by ad- 
ministrative targets, not the market. 
One PBoC official did promise in 
Shanghai that “early next year there will 
be important changes and economic re- 
forms which will speed up money-mar- 
et reforms." inter-bank market, it 
expanded and the 











terest-rate mechanism liberalised to the | 
point where more efficient enterpris 
can compete for funds against the less | 
efficient through ability to pay rather 
than all feeding equally from the sam 
"big pot." : 

© WHERE does this leave the se- 
curities market in China — the ma 


ket in corporate and perhaps’ muni 


al bonds, stocks and debenture 

ased on the Shanghai seminar. 
appears that China is at a critical junctu 
in its financial thinking. It has to:deci 
whether to opt for the early Japane 
system of indirect financing, via à: 
tem of commercial and speciali 
banks into which savers invest funds 
allow individuals to participate in di 
financing via securities markets. 

The fact that state enterprises h. 
recently had to accept a moratorium 
the issue of shares (though not bon 
and that only collectives and coóper 
tives are permitted to issue them impli 
a leaning towards the indirect metho 
despite the obvious Chinese predilec 
tion to invest where returns are high 

The securities markets are seen 
some officials as a Pandora's box which 
bring savings flooding out of hous 
holds, thus boosting the money suppl 
threatening inflation (which they see as 
intolerable beyond the level of 4% a 
year) and necessitating a moneta 
clampdown from the centre -such 
China is currently suffering in the w 
of the orgy of import-fed consumpti 
and securities buying in recent years 
. Apart from these macro constrai 
on the development of securities m 
kets, the more micro ones include th 
reluctance of investors to sell stock on 
they have bought it. Shortages of r 
minbi in the banking system .not- 
withstanding, China is long on liquidi 
in the household sector and short of 
tractive investible securities, including 
bank deposits. Shroff ventured to 
suggest that building a balanced ra 
of savings (and capital market-pa 
ticipating) institutions in addition 
banks would alleviate this proble 

The Shanghai stock exchange; 
currently lists several shares and bo 
and which will soon list Bank o | 
munications stocks too — can hard 
meet the ambitious expectations of E 
pean institutions until such. proble 
are solved. Neither, as Gong Нео Ch 
vice-president of the PBoC Shanghai 
branch, commented, can Shanghai 
hope to run before it can walk as a finan- 
cial centre. Building up its ability to 
serve the Shanghai region and other 
coastal cities should be the immediate 
objective and international aspirati 
can come later. Shroff agrees. Therea 
arguably too many competing item 

ional financial centres in Asia as it i 
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John Mulcahy in Singapore 
ive foreign stockbroking firms are 
xiously awaiting the outcome of 
heir applications for approval to ac- 
substantial minority stakes in local 
s. Only two slots remain of the 
ht originally allocated in the radical 
rm process begun after the Pan- 
ric Industries crisis at the end of 
985, and the prospects for another 
‘ound of foreign-broker introductions is 
een as some way off. 
| Under the new order, which has 
еп four domestic banks, Develop- 
nt Bank of Singapore (DBS), Over- 
‘as Union Bank (OUB), Oversea- 
nese. Banking Corp. and United 
erseas Bank, licences to deal in secu- 
, together with a relaxation of the 
rules governing the Central Provident 
‘und, liquidity in the market has 
ur; коред. DBS, in which the govern- 
rent has a stake of nearly 50%, and 
JB have been particularly aggressive, 
‘their expansive distribution net- 
‘ks have given the banks a substan- 


Where foreign interest in the Singa- 
pore market traditionally stemmed 


A piece of the action 


Foreign stockbrokers vie for a stronger presence in Singapore 





from Britain, Hongkong and the rest of 
Southeast Asia, investors in increasing 
numbers are being attracted from conti- 
nental Europe, the US, Australia and 
Japan. While the local broking commu- 
nity is naturally protective of its own 
turf, the benefits of a less restric- 
tive investment milieu are already ap- 
parent. 

During the first quarter of this year, 
turnover on the Stock Exchange of 
Singapore (SES) totalled $$4.92 billion 
(US$2.3 billion), more than 60% of the 
$$8 billion in turnover recorded for the 
whole of last year. If the current daily 
average is maintained, turnover for this 
year is likely 10: exceed S$18 billion. 
Another S$8-10 billion may be trans- 
acted and not recorded, according to 
some estimates, as much of the foreign 
business is concluded off market. 

That foreign brokers have been al- 
lowed direct access to full membership 
of SES (albeit through a maximum 49% 
stake in an existing operation) is, for the 
tightly restricted investment communi- 
ty, an enormous step towards liberalisa- 
tion. But rejection of applications by 





COMPANY RESULTS 











E Kai Securities (SHK), / 
Oceanic апа a joint venture between 
financier Alan Ng's First City Holdings 
апа Standard Chartered Bank has:fo- 
cused attention on the arbitrary na- 
ture of some crucial decisions in Singa- 
pore. 

Despite compliance with all of the | 
stated criteria for “corporatisation,” the. . 
catch-all term for Singapore's Big Bang, 
these three applicants are out of the run- 
ning. Their downfall is the fact that in 
each case the chosen partner is among 
the firms placed in receivership after the 
shake-out in the investment industry. 
early last year, a factor never before 
communicated to applicants. 















or SHK, the failure to qualify is a 

hurtful blow; as the firm has spent 
seven years in Singapore, building up a 
comprehensive infrastructure, and would 
appear to be better qualified to serve · 
the market than some of the successful 
candidates. Of the.six firms already 
given approval, two were viewed assure 
things, Hoare Govett and the Kuwaiti 
Investment Office (KIO). Hoare Gov- 
ett has teamed up with Summit Securi- 
Re and the KIO with J. M. Sassoon and 

The other successes are Morgan | 
Grenfell (Su E-Min and Co.), Bankers 
Trust (Golden Hope Securities), Deak 
Morgan (K. H. Lim and Associates), 
and Elders Pica/Roach Tilley Grice/ 
Kuwait Asia Bank in a three-way partner- 






















¥1.48t 
(US$10.5b) 











‘Equiticorp Y 31 Mar. 
Holdings 
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10,216 
(US$72.5m) 








Company forecast for current year is net profit of '*26b on 

sales of *1.7t, assuming a rate of. Y 140:US$1. The 

recovery forecast is based on the expected effects: 

rationalisation carried out in previous years and on recent 
үн SeA с. Ж 

Company forecast for full year is net profit ¥3.7b vs Y 3.39b 

previously on sales of 465b vs Y 399b. | 


Results e: 








to remain flat in current year with net 


xpected 
X 12bon sales of ¥540b. 


Poor business stemmed mainly 
appreciation 
reduced sales of ¥710b. i | 









ion. Forecast for Gurrent year net is ¥8b. 






















< SHROFF [28 May], commenting on the 
‘Singapore investment scene, made re- 
‘ference to a forecast said to have been 
made by a bank executive at the launch 
of a new investment fund. I wonder 
whether the columnist, Nigel Holloway, 
was present at that event. 
I, however, did attend and do not re- 
call SHROFF'S claim that interest rates in 
| Singapore would rise and so would bond 
‘prices: the executive concerned could 
пос have made such a prediction unless 
he intended to disillusion investors in 
"his ability to make a success of the in- 
vestment fund he was launching. 
What he did say — as I recollect — 
«was that local interest rates would rise 
(which is the indication today following 
one bank raising its deposit rates), and 
he. urged the small-time local investors 
who are generally new to bonds (the 
< popularity of which the government is 
currently trying to increase) to consider 
buying these for capital appreciation in 
the longer term. ` 
1 As for SHROFF's comments on in- 
“-vestors’ lack of any idea of the nature of 
Avimo's business, what of it? The small 
investors here have very strong financial 
resources and good business acumen. 
They let the authorities get on with the 
job of vetting companies wanting a local 
listing and, when these hopefuls pass all 
the tests and are allowed to proceed, the 
=| small investor does his bit by placing his 
^money on the newcomer and has, with 
very few exceptions, come out a winner. 
In the case of Avimo the gain was over 
140%. 
What SHROFF failed to distinguish is 
|- that funds and institutional investment 
‘managers in Singapore do not go about 
investing in the manner mentioned 
‘above, but are as smart (if not smarter) 
than their counterparts elsewhere. — 
| Finally, I think SHROFF overlooked 
«| the possibility that such a small percent- 
age of the total investible Central Provi- 
dent Fund (CPF) money has been in- 
vested in the stockmarket, because the 
majority of the CPF members, not 
; being stockmarket players, do not have 
a broker to begin with and know very 
little of the mechanics of buying and 
selling stocks. After all, it’s just a year 
ince CPF funds were released for 
Ocks investment; but given a little 
more time the stockbroking community 
hich has recently been expanding with 
| пем overseas partners, no doubt will do 
; its marketing to get more CPF members 
to invest their funds. { 
Singapore 


ә Nigel Holloway replies: While 1 do 
hot know whether we are writing about 
the same meeting to launch a new fund, 
the point about Avimo seems to reinforce 







































D. W. Distant 









| Taking the listings on trust 








my view that individual investors are. 


poorly informed. The authorities would 
be discouraged to learn that the public 
merely relies on official vetting as the 
basis for their investment decisions. The 
final point also supports my statement 
that an important reason for the small re- 
sponse to the liberalisation of the CPF is 
ignorance about the stockmarket. Im- 
provements in the quality of information 
are demand driven. Financial institu- 
tions and the media largely respond to 
rising expectations from the public rather 
than the other way around. 


Unlikely independence 
Regarding THE STH COLUMN by Gerrit 
van der Wees [30 Apr.], it is highly 
hypothetical to believe that China will 
tolerate "self-determination" for the 
people of Taiwan. For the granting of 
this right will most probably lead to 
Taiwan's independence to which Peking 
strongly objects. 

A good case in point is the future of 
Hongkong and Macau. The fate of the 
people living in these two territories are 
already sealed by Peking's overbearing 
persistence. 

The basic right of the people of 
Hongkong and Macau to choose their 
own form of government, as enshrined 
in the UN Charter, has been denied: 
them, and nobody seems to care about 
it. 

Los Angeles 


Company of fools? 

By stating, in your excellent articles on’ 
Japan [30 Apr.] that “two-way trade be- 
tween Japan and the US [is] still the 
biggest in the world” you are in good 
company. One American president 
made the same error. The reality is that 
this trade is No. 21п size. Trade between 
Canada and the US is substantially big- 
ger. Please check the numbers. 
Vancouver ‘Murray D. Bryce 


‘Physician heal thyself’ 


In Heading for a collision [14 May], deal- 
ing with the constitutional crisis arising 
out of the conflict between the Indian 
president and Prime Minister Rajiv 
Gandhi, your correspondent referred to 
the statement of the Indian prime minis- 
ter alleging that the military assumed 

wer when constitutions were wrongly 
interpreted by presidents in Pakistan. 

The actions of the presidents and 
commanders were challenged in the 
Superior Courts of Pakistan and ap- 
propriate verdicts were given. 

So far às India is concerned, not only 
President Zail Singh, but prominent 


Cynthia Jackson 











past presidents (Rajendra | Prasad, 
Radha Krishnan and Reddy) had tried. 






rather presumptiously w 






to ascertain the precise preside 
powers under the Indian Constituti 

Gandhi, the so-called Mr 
perhaps to avoid dissolution of 
ment, his own dismissal and an In 
Watergate, has made uncalled-fo 
sinuations against Pakistan, 

One could ask him whether hi 
duction as prime minister by the Indi 
president was strictly in the spirit of t 
constitution? Whether the procla 
tion of Emergency by Indira Ga 
was not in the nature of martia 
Whether the forcible entry of the. 
military into the Sikh sacred temple 
Amritsar was not worse than acti 
under martial law? Whether the c 
sal of chief ministers and impos 
federal rule in some of the states 
were in consonance with the c 
tion? Whether the Indian dem 
has not been, in effect, a dynasty? 

Gandhi is suffering from 
phobia. Physician heal thyself. = 
Karachi Sajid : 


Facts on the fund 


I refer to The age of special e 
[SHROFF, 14 May]. Apart from the s 
cial effects and not-so-flattering descri 
tions of the underwriters of the M 
sia Fund and the Malaysian Treas 
the article’s primary grouse was that 
Malaysia Fund: eu 
» Will receive a rebate of thi 
40% imputed tax assessed to Malaysi 
corporations on dividends paid. 
» Will also receive exemption from 
20% withholding tax on interest pa 
non-residents. 
» Favoured access to blocks of sha 
being sold by the Treasury and the М 
tional Equity Corp. 

The article did not elaborate on 
objection to what it described a 
"favoured access to blocks of shares 
may be sold by the Treasury and 
NEC" (which really will depend. 
prices to be agreed). s 

It was wrong in implying that th 
fund gets special exemption from thi 
20% withholding tax on interest paid t 
non-residents. So long as non-reside 
investors earn interest on deposits у 
licensed banks іп Malaysia, they. 
be in the same position as the 
Fund, and the accruing interest w 
be liable to the 20% withholding 
levied on interest from other sour 
payable to non-residents. ; 

The article was very critical of th 
Malaysia Fund “getting a rebate of th 
whole 4076 imputed tax assesse 
Malaysian corporations on divid 
paid." SHROFF recognised that ~ 
dividend yields iri Malaysia [of] o 
around 3.5%, the tax rebate will 1 
make a vast difference to fund in 
The article, however, seems to 



































































































































rinciple is important to Malaysia's long- 
run reputation.” : i 
HROFF is being very hard headed in 
"being so critical of the tax concession if 
he rebate on his stated dividend yields 
of around 3.5% works out to 1.4% (i.e. 
% of 3.5%) a year on funds in- 
sted by the Malaysia Fund. Arab-Ma- 
sian strongly urged that the Treasury 
Id be willing to give such a tax.con- 
ssion in order to interest. particularly 
S institutional funds and individuals to 
st in Malaysia. 
We are hoping to attract portfolio 
ds from non-traditional sources and 
p the very large US capital market. 
so hope that with the launching of 
fund, тоге awareness will be 
d in the US and Malaysian brok- 
be.able to encourage more US 
onal funds to invest directly into 
alaysian share market. 
to be noted that tax concessions 
"provided.to pioneer companies 
le existing companies continue to 
current rates of tax. Tax conces- 
are also given to companies ex- 
rting particularly manufactured 
goods to non-traditional markets. 
.We believe that most Malaysians 
uld support this tax concession given 

the fund will result in a substantial 
flow of long-term capital blocked in the 
form of a closed-end investment com- 
pany and that may encourage further in- 
s to come from non-traditional 

















































Along .with other Malaysian tax- 
yers, we would not agree with 
"s assertion that on the Malaysia 
"the normally hard-headed Ma- 
ian. Treasury has gone soft." At 
Malaysian we also know when we 
à good justifiable proposal! 

Malek Merican 
Managing Director 
Arab-Malaysian 


aLumpur Merchant Bank 


HROFF stands by his Pigs and criti- 
cism of selective tax breaks for favoured 
funds. 


would like to reply, on behalf of the 
mbership of the British Antique Deal- 
ciation (BADA), to James Bar- 
w's article Money-making art 
pr.]. in which he says “if one buys 
irough a dealer the mark-up is likely to 
be much higher [than at auction] and 
there is a greater risk of being duped." 
|. The fact is that there is far less chance 
of. being duped if you buy from a 
member of the BADA, as all our mem- 
ers have to guarantee the goods they 
sell. If an object is found not to be "as 
invoiced" not only are dealers bound by 
the Trades Description. Act, but one of 
the criteria for membership of the 
BADA is that members take goods 
back and refund the purchase price. 
Auctioneers are ‘simply. 


























gents not 





‘responsi 
“fake” at auction than from a dealer. In 
London, at the moment, the price made 
at auction for quite ordinary things is 
ludicrously high and the public could 
` probably buy for much less the same ob- 
ject from a good BADA member. 

I could go on in this vein, but it is not 
my intention to “knock” the auction 
houses: they play a very important role 
in the art market. The public, however, 
should be made more aware of the pit- 
falls of buying at auction, and the real 
pluses of buying from a reputable 





dealer. Elaine Dean 
Secretary-General 

London | BADA 

Anti-zealot, not racist 


Various letters to the REVIEW have ex- 
pressed many doubts and concerns 
shared by many Singaporeans, bewild- 
ered and confused by the popular out- 
bursts of anti-Zionist outrage in Malay- 
sia and Singapore in mid-November 
1986. | 

Some of this is understandable con- 
sidering the fact that most media cover- 
age focused on the events, rather than 
the issues involved. Realising this, the 
Malaysian People’s Action Committee 
(MPAC) emphasised the importance of 
educational efforts from the outset. We 
even offered to meet with Singaporean 
journalists and sent letters for publica- 
tion in the Singapore press — which re- 
main unpublished. 

Clearly, our efforts did not make 
much headway in the Singapore media 
despite considerable confusion and 
curiosity about the issues involved, In- 
stead, events in Malaysia were exagger- 
ated and caricatured in the Singapore 
media in a highly mischievous fashion, 
apparently designed to provoke ethnic, 
religious and nationalistic Jingoism. 

Let me emphasise that MPAC is not 
anti-Jewish. As the UN has declared, 
our objection to Zionism is because it is 
a type of racism. We believe that all 
people who genuinely oppose racial and 
religious chauvinism should oppose 
Zionism, Nazism, apartheid as well as 
other forms of racism, including anti- 
Semitism or anti-Jewish ideologies. — 

This is a view shared by people of dif- 
ferent faiths, including Jews and Christ- 
ians. Many eminent Jews are consist- 
ently anti-Zionist, while many Christ- 
ians — including the World Council of 
Churches —- have condemned Zionism 
and Israeli aggression. Unfortunately, 
many people — Jews and non-Jews 
alike — see the conflict as essentially re- 
ligious. This problem has been worsen- 
ed by those who opportunistically use 
such prejudices for their own erids. 

Opportunistic politicians have also 
tried to use anti-Zionist sentiment for 
their own political purposes, thus con- 
fusing the issues at stake and popular 





present “auction bonanza,” the public’ 
has a much greater chance of buying a 












raised anti-Jewish, slogans, forgetting 
that most of Islam’s 25: prophets were 
Jewish. I wish to point out that no Ma- ~ 
laysians, including Muslims, protested 
against the visit by the , areligious 
leader, which immediately followed 
Herzog's visit. Our opposition was di- 
rected at Zionism, not Jews. 


Kuala Lumpur K. S. Jomo 


Sad commentary 


In James Fu Chiao Sian's letter [29 May], 
what galls me is the Singapore Govern- 
ment's complete lack of sensitivity to 
the fact that its citizens (educated, in- 
novative and “English-speaking” as. 
they are) have the intellectual capacity 
to separate the wheat from the chaff. 
What Fu is saying is: “Do not draw any 
conclusions or make any comments on 
the domestic political scene [perhaps 
even the domestic economic scene] be- 
cause our dumb citizenry will accept it 
as Gospel truth and become recalcit- 
rant." That à government spokesman 
should write in such à fashion is in itself 
a sad commentary on the state of Singa- 
pore’s political scene. 
Singapore 


Keeping it public 

Referring to Vivienne Obusan Sales’ 
comments in her letter [7 May] that, 
"For Devan Nair's present and future 
well-being, the issue [of whether or not 
he is an alcoholic] should be settled pri- 
vately," I would like to suggest that for 
the present and future well-being of 
Singapore, it is vital that this issue con- 
tinue to be made public. 

Nair — in his role as president, privy 
to much of the closed innér workings 
and values of the. People's Action 
Party's (PAP) upper echelon — has 
with his letters not only thrown Prime 
Minister Lee Kuan Yew ànd the PAP 
onto the defensive (in my view, a wel- 
come turning of the tables), but has also 
gone far towards helping othets bravely 
to let fall a few more scales from their 
eyes that they might see the PAP or* 
ganisation in a more illuminating light. 
California Lung Tai Тош 


Two Thai tin miners return to work | 
[BRIEFING, 7 May]: a contender for the - 
Headline of the Year? cooo oog 





- ‘Singaporean’ 












































J apan has had to come to terms with the realisation that it 
may be too big for its own good. The yen’s precipitous 

climb against the US dollar is forcing upon the Japanese 
| economy a painful — though ultimately worthwhile — re- 
| Structuring. The impression remains, however, that insuffi- 
|| cient political initiative underlies the process. Like a sumo 
|| wrestler, the nation must now ponder whether big is best, 
j especially in view of the global frictions Japan's economic 


weight has created. Focus 
| Some potential solutions. 


presents the issues — and 


Pages 53-96. Cover photograph by Stock House/E.C S. Tangler. 


. The Roman Catholic archbishop o 
Singapore appears on national TV, 
along with Prime Minister Lee, to con- 
firm that Marxist-oriented people 
have worked in church-related or- 
ganisations. 
confrontation between India and 
nka intensifies as India is poised 
to send relief supplies in a convoy of 
unarmed fishing boats. | 
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Page 19 
A Singapore. minister defends the 
government's crackdown on foreign 
_press.coverage of the republic. 


Page 33 

_China’s peasants are caught between 
"eorrupt cadres. and contradictory 
“policies as they strive to retain the 
gains of recent economic reforms. 


Page 36- 

Hongkong is likely to have direct 
legislative elections in 1988 if a clear 
majority of the British territory's peo- 
ple come out in support of them. 


^ Page 40 
Australian Prime Minister Hawke opts 
ог an early election to capitalise on 
is high standing in the polls and the 

Opposition's disarray. 

Page 50 ; 

Macau Governor Pinto Machado re- 

after only a year in office, appa- 
Over corruption in the focal 








PageSO — 
South Korea’s President Chun sacks 


two of his closest advisers, plus the | 
‘national police chief, during a major 


cabinet reshuffle. 

Page 102 

Japan’s growing band of parallel im- 
porters receives a boost with a gov- 
ernment warning to sole-agent im- 
porters 
against their products. The Japanese 


consumer is the ultimate winner, pay- 


ing less than half price for imported 
consumer goods. | 


Раде103 _. 

Thailand continues its conservative 
fiscal. policy by introducing another 
cautious budget, to the disappoint- 


ment of some business sectors which. | 
‘had hoped for a reflationary pack- 
| age. 


Page 109 


An opposition candidate in the re- 
cent Philippines elections claims poli- ' 


tical interference and issues writs 
against central bank governor Jose 
Fernandez and the Monetary Board 


over the forced closure of his | 


bank. > 


Pages 110-114 : 

Indonesia’s expensive hi-tech pro- 
gramme is coming under increasing 
pressure as the local economy wors- 


_ens, but critics must first deal. with 
‘its powerful and influential advocate 


B. J. Habibie. 
Page 124 


Hongkong moves to protect its inter- 
national image by introducing long- 
sought company-disclosure апа 
nominee-holdings regulations. 


Page 139 


Japanese Prime Minister Nakasone 


to cease discriminating 
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South Korean president 
endorses successor 

South Korean President Chun 
Doo Hwan on 2 June person- 
ally endorsed рег 


tic Justice Party (DJP) chair- 
man Roh Tae Woo as his po- 
tential successor, virtually as- 
suring the former general of 
the DJP’s nomination at the 
y convention on 10 June 
Review, 4 June). Although 
Roh has been looked on as the 
heir-apparent for the past two 
or three years, it was the first 
time Chun had come out and 
said publicly that he wants Roh 
to succeed him when he steps 

down in February next year. 
The main opposition bloc 
has already made it clear it will 
not contest the year-end presi- 
dential elections in protest 
against an electoral college sys- 
tem which is heavily weighted 

in the DJP's favour. 

— John McBeth 


Philippine 
Sulu goes ahead 
Philippine legislative elections 
in the eve я of Sulu, 
tponed on 11 May for fear 
B violence, proceeded on 30 
May in this southern Muslim 
majority province. Commis- 
sion on Elections (Comelec) 
commissioner Haydee Yorac 
said on 1 June that a peaceful 
poll had occurred. 

Meanwhile, Comelec on 29 
May dismissed petitions seek- 
ing to delay the proclama- 
tion of Tessie Aquino Oreta, 
sister-in-law of President Cora- 
zon Aquino, as winner of a 
lower-house election in Mani- 
las  Malabon-Navotas seat 
(Review, 21 May). On 20 May 
Comelec had received what 
one official called “the tough- 
est letter we have had from 
Namfrel [the National Move- 
ment for Free Elections] about 
election conduct.” In the un- 
publicised 10-page letter the 
citizens poll-watching group 
said “our chapters in Malabon 
and Navotas assess the mag- 
nitude of irregularities ob- 
served . . . as the worst since 
1984." — James Clad 


US mission to Hanoi 
fails to reach 

A US delegation which visited 
Hanoi from 26-28 May rc- 
newed contact with Vietnam 
on the fate of American ser- 
vicemen still missing in action 
(MIA) after the war in In- 


dochina, but failed to come to 
an agreement with the Viet- 
namese on an agenda for a 
proposed visit by special presi- 
dential envoy, retired general 
John Vessey, officials said. The 
delegation was led by Richard 
Childress, director of Asian af- 
fairs in the National Security 
Council. 

In Bangkok, Childress said: 
“While the meetings were use- 
ful, more work needs to be 
done to ensure adequate pro- 
p would be made on these 

umanitarian issues should 
Gen. Vessey travel to Hanoi.” 
The US wants Vessey to renew 
the MIA talks, stalled since last 
October, independently of 
political problems between 
the two countries. However, 
sources in Washington indi- 
cated Vietnam had told the 
Americans that unless Vessey 
was willing to discuss the ques- 
tion of normalisation of rela- 
tions, there was no point in his 
coming. — Murray Hiebert 


Taiwan releases more 


Taiwan authorities on 30 May 
released six political prisoners, 
including m, d Hsin-chieh 
and Chang Chun- Mb niae 
of the Formosa agazine 
group of oppositionists who 
were imprisoned after the 1979 





Kaohsiung incident. Their re- 
lease left in prison only Shih 
Ming-teh of the eight people 
convicted of sedition by a mili- 
tary martial-law court in early 
1980. Others released includ- 
ed Huang Hua, a former 
academic who had been in 
К since 1975, while Wei 
ing-chao, another Kaohsiung 
figure, was released separately 
a few days earlier. The decision 
was seen as part of the govern- 
ment's continuing efforts to 
clear the books of past con- 
troversies as it 25, Presi- 
dent Chiang Ching-kuo's poli- 
tical liberalisation programme. 
— Carl Goldstein 





BUSINESS 


Taiwan moves to limit 
inflows of capital 
In a bid to limit capital inflows, 
Taiwan's central bank im- 
lemented new measures on 30 
ay that will reduce banks’ 
foreign-currency borrowings 
and local firms’ access to for- 
ward foreign-exchange trans- 
actions, which many have used 
to cushion the impact of the NT 
dollars steady appreciation 
against the US dollar. The new 
Central Bank of China (CBC) 
rules effectively increased the 
risk to local banks of forward 
sales by lowering from 90% 
to 40% the proportion of 
loans which could be resold 
to CBC. 

At the same time, the cen- 
tral bank ordered that each 
bank’s foreign liability on 30 
May be set as the upper limit on 
its foreign borrowings. Both 
measures were intended to 
stem the rapid increase of 


the money supply. 

—Carl Goldstein 
Hawke’s media bill 
set to become law 
Australian Prime Minister Bob 
Hawke's government has 


achieved passage of its new 
media ownership bill 
(REVIEW, 4 June) through 
the senate after a deal with 
the opposition National Party 
and independents, whereby 
maximum national audience 
reach for any one TV net- 
work will be 6096 instead of 
70% and rural stations will 
have more control over ex- 
tension of services into neigh- 
bouring regions. 

The amended bill is ex- 
pected to be passed before 
| más icy dissolves on 5 
une for elections, endin 
worries for purchasers of 
stations in the media take- 
over round early this year. 
All come within the 6096 
limit. — Hamish McDonald 


British court orders 

Osman extradition 

After the longest extradition 
hearing in British legal history 
(more than a year), the Hong- 
kong Government has ob- 
tained an order for the extradi- 
tion from Britain of Lorrain 
Osman, a former director of 
Bank Bumiputra Malaysia, 


and its Hongkong-based 
offshoot Bumiputra Malaysia 
Finance. 


Osman's barrister had ar- 








pued, among other things, that 
ongkong courts did not have 
jurisdiction concerning some 
of the allegations of conspiracy 
to steal, conspiracy to defraud 
and corruption which Osman 
faces in Hongkong, as the al- 
leged crimes had taken place in 
the US or Malaysia. 
Osman is expected to ap- 
peal against the decision. 
— James Bartholomew 


traders 
state levies 

Consumer goods supplies dried 
up and prices soared as striking 
Bombay traders placed the city 
under a virtual state of siege to 
demand abolition of octroi, a 
kind of intra-India import levy 
im d by state and munici- 
" governments. Commercial 
osses were estimated at Rs 1 
billion (US$78.13 million) on 
the first day of the strike, when 
most city offices shut down in 
sympathy. 

Even after offices re-open- 
ed, truckers blocked goods 
shipments for five more days, 
until state chief minister S. B. 
Chavan promised to repeal the 
levy by next May. 

Octroi netted Bombay Rs 2.5 
billion last year, providing the 
main source of municipal re- 
venue. The levy is a grossly in- 
efficient way of raising funds, 
as corruption is rampant and 
delays abound at the roadside 
collection points. Chavan has 
named a committee to work 
out alternative local finance 
schemes. — Lincoln 


Japanese bank unit 

to trade US bonds 

The Japanese Ministry of Fi- 
nance's (MoF) decision to 
allow US Government pri- 
mary-bond dealer Aubrey G. 
Lanston and Co., which is indi- 
rectly owned by the Industrial 
Bank of Japan (IBJ), to set up a 
Tokyo office in July fur- 
ther blurs the legal distinc- 
tion between Japanese com- 
mercial and investment bank- 
ing. It is the first such ap- 
proval. 

Aubrey, a subsidiary of IBJ 
Shroder Bank and Trust 
(owned 93.8% by IBJ), ap- 
pears to have been regarded as 
a special case because it trades 
only US treasuries, though it is 
believed to be seeking branch 
status in Tokyo. Aubrey says it 
wants to promote US bonds to 
Japanese institutional invest- 
ors. The MoF has ruled that 
Aubrey's Tokyo representa- 
tive office must be independent 
of IBJ. — Bruce Roscoe 
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_ | MISTAKEN IDENTITY - 
|. The Pakistan Air Force (PAF) F16 


|. | fighter aircraft which crashed near the 


. border with Afghanistan recently was 

;, not shot down by Soviet-backed 

: Afghan forces but by an 
accompanying PAF F16, whose pilot 


| fired an air-to-air missile while the 


other F16 was overtaking it during a 
mission against intruding Afghan 
aircraft. The pilot responsible for the 
error has been grounded and the 
Pakistan Government is expected to 
announce details of the incident when 
parliament meets in the second week 
of June. : 


| CONSTITUTIONAL CHANGE? 


Some Thai academics known to be 


|. close to certain senior army officers 


аге quietly working on a new draft. . 
| constitution which in effect would bar 
MPs from becoming ministers. The . 
move corresponds with a recently 
„| floated idea that a strict separation of 
|. the country's legislative and executive 
powers may be one solution to the 
unabated bickering among elected: 
politicians. Army commander Gen. | 
Chaovalit Yongchaiyut is known to _ 
favour a strong executive branch, - 

. though when the army will move for a 
constitutional amendment remains 
unclear at this stage. 


. CHINESE CENSORSHIP 


Chen Kaige, the controversial 
Chinese director of the films Big 
Parade and the Yellow Earth, has 
been refused permission to attend the 
Melbourne Film Festival. Chen was 


Singaporean Deputy Prime Minister Goh 


-Chok Tong arrived on an official visit. (27 


-| May). Li Shuxian, the wife of academic Fang 


Lizhi, who was expelled from the communist 
party after being accused of advocating all- 
out Westernisation, was declared elécted. by 


| students of Peking University’to the local: 


| ople’s assembly (29 May). Western dip- 
Юта! said that China had postponed wide- 

| ranging plans to reform its economy because 
‚оѓ financial difficulties and pressure from in- 
vq creasingly powerful hardliners within the 
. party (2 June). 


istralian labour unions ended a trade 
„р. ban which was imposed on Fiji after the mili- 
чагу coup (2 June). 


CLOSED HOUSE 








due to arrive on 6 June, taking up an 
invitation he received at the recent 
Hongkong Film Festival, but 
authorities told the organisers he 
cannot now come because he is "too 
busy on post-production work on his 
latest film." In fact Chen has 
confirmed that while he is busy, he 
coüld easily have spared time to 
attend the festival. Peking has 


~banned the showing of Yellow Earth 


at film festivals (ironically the ban was 


4 imposed by former general secretary 
|. Hu Yaobang, who was sacked for 


being too liberal), but a commercially 


‘obtained copy will be shown in 


Melbourne. 


Indonesian 
President 
Suharto's 
decision to skip 
the Muslim Idul 
Fitri “open 
house” reception 
on 29 May for 
people from all 
walks of life has 
provoked concern 
; over the state of 
his health. Veteran observers of the 
president’s routine think his decision 
stemmed from the physical 
exhaustion usually attendant on two 
hours of hand-shakes and bow-taking 
from thousands of people streaming 
into the Istana Palace or his private 
residence. Officially, Suharto called 
off the reception in the name of his 
government’s austerity policy. 








STOCKS AND SCARES 


A report in a Japanese newspaper and 
an item said to have been heard on 
Libyan state television by South — 
Korean construction workers, were | 
partly responsible for a spate of coup. 
rumours which tSeoulon27 .. 
May — one day dent CI 
Doo Hwan announced a sweeping | 
cabinet reshuffle. Most of 

rumours, which saw the st 

plunge 12.5% ona i 

appeared to surro 

Dong, a retired thr 


for National Security Planning 
Senior government officials denied 
there was any substance to the sca 
stories. 5 


PROPAGANDA AIDS 


While the habitual virulence of Nor 
Korean media language is by now 
proverbial, it is currently surpassing _ 
itself on the subject of AIDS in South 
Korea. Pyongyang claims South 
Korea is “reduced to an area where 
AIDS is prevalent,” with 11,000 cases 
confirmed.in 1986, up from 4,400 in 
1985. It says that AIDS is spreading 
rapidly in South Koreaand | . 
constitutes an "actual source of threat 
to the Olympic Games." The source 
of the disease, according to . .. : 
Pyongyang, is the US; which has’. 
“infected blood exported to South 
Korea with AIDS virus, for living- 
body tests of AIDS biological 
weapons" on the South Korean 
population. 











tee of the Chinese Communist Party for chal- 
lenging a key essay of a leftist theorist of the 
Red Flag, the party's official journal of 
theory (29 May). Portugal and South Korea 
accepted the British National (Overseas) 


passport (2 June). 


INDIA 
At least 41 people, all from upper caste 


landlord families, were massacred by milit-. 


ant villagers in the worst such attack in Bihar 
(30 May). The death toll from the caste mas- 
sacre rose to 54, United News of India re- 
ported (7 June). 


MACAU 

The govemor, Joaquim Pinto Machado, 
resigned after just over a year in office (30 
May). І 


NEW ZEALAND 

Former prime. minister Sir Robert Mul- 
doon was suspended from parliament for the 
rest of the week for h of privilege (2 


the eastern 


Main op posui leader J. B. Jeya 
and two of his party colleagues were arre: 
as they demonstrated in front of the.p: 
dential palace against the arrest of 16. 
accused of involvement in.a communist: 
spiracy to seize power (30 May). ^ 


SOUTH KOREA f 
The national police chiéf was sacked. 
cool anger over the torture-killing of a s 
dent (26 May). About 10,000 students de 
onstrated across South Korea in protest ¢ 
the torture and killing (29 May). Prim 
Minister Lee Han Key apologised to the 
tion for the killing of the student (30 Ma 


SRI LANKA | 


the Jaffna peninsula (29 May). The govern- 
ment accused Tamil separatists of murdering 
33 people, including 29 Buddhist monk 

strict of Amparai (пе). 






















































By Margaret Scott in Singapore | 
п national TV, with Prime Minister 
Lee Kuan Yew at his side, Singa- 

re’s Roman Catholic Archbishop 

regory Yong said he believed Marxists 
ad infiltrated church groups. This 
dramatic and unexpected TV appear- 

ance on the night of 2 June was a 

triumph for the government’s case for 

etaining without trial 16 people — in- 
luding 10 church workers — accused of 
plotting a communist conspiracy. 

Speaking at a press conference after 

eing summoned to a meeting with the 
me minister and other church lead- 

ers, Yong said he was swayed after read- 
ing depositions written by Vincent 
Cheng, the most senior of the church 
workers detained since 21 May. Yong 
also said he did not believe that it was 
the church activities of those detained 
that led to their arrest under the Inter- 
nal Security Act (ISA). 

Since the arrests, the church leader- 
Ship has been in turmoil over how to 
“react, and Yong's statements seem to 
rule out a collision between the church 
and the government. Previously, Yong 
had said he was "greatly perturbed" by 
the detentions, and a small but influen- 
tial group of mostly young priests 
branded the detentions as an attack on 
the church. They had privately pressed 
Yong to condemn the government's ac- 
tions. 

*He [Yong] has capitulated. It's a 


[REGIONAL AFFAIRS 
The archbishop says he is swayed by the evidence | 


Marxists in the church 





sellout," said one of the 
priests who insist that || 
Cheng and the other church 
workers аге пої com- 
munists, and that the deten- 
tions are designed to crush 
those church groups ad- 
vocating social justice. 

The prime minister's in- 
volvement follows moves by 
the government to home in 
on the Catholic connection, 
a new factor in the history of 
the government's view of 
the communist threat. At 
the 2 June press conference, 
Lee said the government 
will not tolerate the use of 
religion for political pur- 
poses. 

Lee, rejecting criticisms 
that the government should 
not use the ISA to hold peo- 
ple but rather file charges, 
said those detained would 
not be tried. "It is not a 
practice, nor will 1 allow 
subversives to get away by 
insisting that I [have] got to 











Cheng: infiltration. 


student groups and the op- 
‘position Workers’ Party 

WP). 
So far, the unveiling of 
the government’s case has 
sparked some scepticism 
‘and the 30 May arrest of 
WP secretary-general J. B. 
Jeyaretnam, for attempting 
to hold an assembly without 
a permit and obstructing the 
police. Jeyaretnam and two 
other party members were 
taken into police custody 
shortly after they gathered 
outside the president's offi- 
cial residence to protest 
against the detentions. 
They were released the 
same afternoon. 

Most political observers 
say it is too early to gauge 
the long-term significance 
and repercussions of the 
government's claim that it 
has smashed a Marxist con- 
spiracy orchestrated from 
Britain by former student 
— leader Tan Wah Piow. Now 








prove everything against them in a court 
of law," he said. 

While the 16 remain in detention, 
the government has issued detailed ac- 
counts of how the alleged Marxists infil- 
trated Roman Catholic organisations, 





36 and studying law at Oxford, Tan 
went into hiding in 1975 after serving a 
one-year prison term for rioting, and 
eventually fled to Britain to escape 
national service. ; 

In the government's account of the 



















conspiracy, reproduced in the Singa- 
pore press as fact, not as a series of alle- 
gations, Cheng has figured promi- 
nently, as the “principal subordinate” of 
Tan, the mastermind in Britain. Over 
the years, the two are said to have Sys- 
tematically fashioned their network, 
and, according to the government, it 
was Cheng's assigned task to manipu- 
late church groups and recruit youn 
Catholics to his communist cause. On 2 
May The Straits Times published the 
government's depiction of Cheng's ac- 
tivities under the headline, “How 1 used 
the church.” The newspaper reported 
that since his arrest, Cheng had dis- 
closed that he helped devise a coalition 
of church groups with an eye on turning 
them into “a united front to further the 
Marxist conspiracy.” 


















Tq and Cheng's connection goes 
back to the early 1970s, when Cheng 
had just left the seminary and Tan was a 
university student. Cheng never be- 
came à priest, but had started his long 
involvement in church-based social 
work at the Jurong Industrial Mission, 
working with Tan's future wife. Accord- 
ing to government allegations, Tan es- 
caped to Britain to pursue his plotting 
against the government, and Cheng 
stayed behind to build contacts with 
local communists and leftist priests in 
the Philippines and gain a foothold in 
Catholic student groups and other church 
organisations involved in social work. 

By 1985, Cheng had joined the Jus- 
tice and Peace Commission, allegedly as 
à move to widen his influence, espe- 
cially through the commission's publica- 
tions Dossier and Singapore Highlights. 
Cheng used these as "political tools for 
anti-government propaganda," again 
according to government allegations. 

Meanwhile, the government version 
continues, Tan used foreign student 
groups to recruit four of the detainees to 
infiltrate the WP and use its newspaper 
The Hammer. The government says 
lawyer Teo Soh Lung shepherded Tan’s 
accomplices into the WP by volunteer- 
ing their services to Jeyaretnam. The 
government has said that some of those 
arrested have been watched for years, 
but it was only in the last two years that 
the outlines of the network became 
clear. 

Jeyaretnam has denied the allega- 
tion, saying he invited Teo and the 
others to help out in the 1984 election 
campaign. The Hammer, Jeyaretnam 
said, has never printed anything without 
bis approval. 

Some of Cheng's church colleagues 
charge that the government has at- 
tached wildly false interpretations to his 
activities. Tan denies he is a communist 
and calls the conspiracy a fiction created 
by a government determined to squash 
any potential opposition. Tan has been 
placed on Singapore's internal-security 



















































moved to revoke his citizenship. п 








wanted list and the government has 
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Government troops round up Tamils in northern Jaffna. 





FOREIGN RELATIONS 


Countdown to flashpoint 


New Delhi-Colombo rift widens over Tamil welfare 





By Manik de Silva in Colombo 


qos confrontation between India and 
Sri Lanka reached a flashpoint as 
New Delhi announced on 1 June that a 
flotilla of about 20 small boats would 
ferry what the Indian Government call- 
ed "urgently needed relief" to Jaffna, 
the capital of Sri Lanka's predominantly 
Tamil Northern Province where Tamil 
guerillas have been waging a separatist 
war for four years. 

New Delhi had sought Colombo's 
concurrence for what was officially de- 
scribed as a "humanitarian mission." 
However, there was little doubt in Sri 
Lankan minds that India was flexing its 
muscles at the small southern neighbour 
whose internal ethnic conflict had been 
making waves across the Palk Strait in 
the south Indian state of Tamil Nadu. 
(The state's 50 million Tamils share the 
same ethnic origin, language and reli- 
gion as Sri Lanka's Tamil minority.) 

Indian Prime Minister Rajiv Gandhi 
and his government came under heavy 
pressure from Tamil Nadu Chief Minis- 
ter M. G. Ramachandran, and the In- 
dian press, to intervene militarily. 
These moves came after Colombo 
launched a military operation on 26 
May to reimpose its writ on the Jaffna 
peninsula which the rebels had long 
controlled. Six days after the offensive 
— into which Sri Lanka threw an esti- 
mated 7,000 troops — the security 
forces had taken control of the 75 km? 
Vadamarachchi area comprising a size- 
able slice of the peninsula. 

The going had not been easy for the 
military — under strict orders to ensure 


that civilian casualties were kept to the 
minimum. The rebels, who avoided di- 
rect confrontation with the troops ex- 
cept at heavily fortified positions, had 
intensively mined and booby trapped 
the whole area, causing 9096 of casual- 
ties among government troops. 

Up to 1 June, the toll among the 
security forces stood at 29 killed and 166 
injured, according to Colombo. During 
the same кёз. d civilian casualties 
totalled 47 killed, 59 injured. Officials 
also claimed that 156 rebels had been 
killed in the encounters, with a further 
400 injured, including those who sur- 
rendered or were captured. Rebel 
sources based in the south Indian city of 
Madras, claimed much higher civilian 
casualties, but no independent con- 
firmation was available. 

The order to retake the peninsula 
was given by President Junius Jayewar- 
dene, who is also the commander-in- 
chief of the armed forces. Jayewardene 
declared on the day following the initial 
offensive that the fight would be to a 
finish. *We shall go on fighting until 
they win or we win," he stated. 

Colombo had expected strident pro- 
tests from Tamil Nadu and angry de- 
nunciations from New Delhi but had al- 
ways been confident that India would 
stand by its stated position that there 
would be no military intervention. The 
first salvo came from Indian Foreign 
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Minister N. D. Tiwari who said that his | 


government strongly condemned the 
"massive assault" 
rity forces against the entire civilian 
population of Jaffna. 


Tiwari charged that events in Sri | 


Lanka "signified the increasing influ- 
ence of external elements inimical to the 
security, stability and peace in our re- 
gion." Observers interpreted these re- 
marks as being direct references to: 
Pakistani training of Sri Lankan troops; 
involvement of Mossad, the Israeli se- 


cret service, in Sri Lanka, and a Voice of | 


America transmission facility being in- 
stalled on the island. 

One day 
cord charging that violence had already 


y Sri Lankan secu- | 


later, Gandhi went on re- | 








claimed thousands of lives in Sri Lanka jy 


and the military option (pursued by Co- 
lombo) was adding to “the carnage.” He 


said that hundreds had died since Со-[ 


lombo began its military opera- 
tion in the north. 

Colombo responded with a 
statement from Foreign Minister 
A. C. S. Hameed which "un- 
equivocally" claimed there had 
been no assault on the civilian 
population and rejected Gandhi's 
charges of carnage and carpet 
bombing. 


ri Lanka also responded to 

the Indian reference to "ex- 
ternal influences," saying this 
exactly described Sri Lanka ѕ own 
dilemma for the past few years. 
Without naming India, Hameed 
pointedly said that "the security 
of the region is being threaten- 
ed by certain forces within the re- 
gion who are openly assisting the 
destabilisation of Sri Lanka." 
Later, Colombo bluntly declar- 
ed that the tragic situation in 
Sri Lanka “would not have be- 
come acute as at present but for 
the patronage of separatist terror- 
ism by the state of Tamil Nadu, a 
ои of the Republic of In- 

hay. > : 

The Indian announcement that the 
relief flotilla would leave Ramesh- 
waram port in southern India on 
3 June was interpreted in Colombo 
as a new version of gunboat diplomacy. 
India had said that its convoy would 
neither be armed nor escorted by armed 
vessels, though Colombo newspapers 
described it as an armada. Some dip- 
lomats argued that by sending the relief 
supplies and making a show of strength, 
India was trying to take the sting off the 
demand for invasion raised in Tamil 
Nadu and the Indian press. 

Colombo responded frostily to the 
announcement of a relief flotilla but, 
what diplomats called the realpolitik of 
the situation, prompted Colombo to say 
that the government would consider re- 
ceiving the relief supplies intended for 
the Тайпа area “purely in the interest of 
good neighbourly relations.” 






























Colombo suggested that details of 
supply and distribution could be worked 
out by representatives of both govern- 
ments. But India, choosing to “misin- 
terpret" the response, thanked Sri 
Lanka for agreeing to participate "in 
this humanitarian undertaking," and 
countered that there had been no con- 
currence on the matter. Colombo re- 
torted that it was prepared to discuss 
these details as soon as possible. 

Sri Lanka also added that it “strongly 
objects to any unilateral action by the 
government of India and any such ac- 
tion would be considered a violation of 
the independence, sovereignty and ter- 
ritorial integrity of Sri Lanka." New 
Delhi chose not to respond. 

Instead, India flew journalists to the 
southern city of Madurai and then to 
the port of Rameshwaram on 2 June to 
witness the loading of supplies — rice, 
salt, skimmed milk, bread, medical 
supplies and kerosene. New Delhi said 
it was going ahead with the plan to ship 
the supplies on 3 June. A senior Sri Lan- 
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kan official went on record as saying 
that the relief mission would not be 
halted by armed confrontation, but 
Prime Minister Ranasinghe Premadasa 
told parliament that the armed forces 
were under orders from Jayewardene to 
protect the country’s territorial integrity 
on both land and sea. 

Premadasa told a special session of 
parliament the day before the flotilla 
was due to leave Rameshwaram that he 
did not think anyone would enter 
another country’s territorial waters il- 
legally. He admitted that terrorists did 
that, but they did so at their own risk. 
Premadasa warned that what India 
proposed to do may lead to widespread 
violence across Sri Lanka. The refer- 
ence appeared to be a suggestion that 
the country’s Tamils who live outside 
the Jaffna peninsula, among the major- 
ity Sinhalese, would be at risk. 

Opposition leader Anura Ban- 
daranaike, who had two meetings with 
Jayewardene on | June, agreed on the 
gravity of the situation and said that the 
country faced “its darkest hours since 
independence.” Reflecting the unity of 
the country’s major political forces in 
the face of the developing crisis — de- 
spite party differences — Bandaranaike 
told parliament: “Every citizen, what- 
ever political party he may belong to, 
must stand united to save and preserve 
our motherland in her gravest hour." 

He called on both the Indian and Sri 
Lankan governments to bear long-term 
mutual interests in mind and desist from 
a course of action "that will forever 
jeopardise the sovereignty and inde- 
pendence of our nation." п 
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Because we know more, we have more to share. 





Cogema is the only company mastering all the aspects of 






the nuclear fuel cycle. To reach that position, Cogema had 






to overcome many difficulties and choose between alternate 






solutions. Industrial deployment of reprocessing, for instance, 















required a large amount of experiments and technological 
developments. All these tests, all these attempts and some 
successes, have built our unique experience. This experience, 





enriched by the CEA’s scientific and technical know-how, 
is continuously improved by our day after day industrial 
activities: construction work as well as exploitation of our 
mines and facilities. Cogema and its partners are ready 








to share their specific experience with you, if you choose 
to commit yourself to the nuclear industry. From uranium 
exploration and plant operating to the final stages of the 
nuclear fuel cycle, ask Cogema. We've got a lot to tell you. 


( JOGEMA 


The nuclear fuel company 
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| [ AXE in Business Communications Networks 


How to make big business 
\ big business 


Today, big business has muscle. 

Itknows what it wants from its telecom- 
munications, and it expects to get it. 

Big business also has brains. 

It knows that a choice of telecommunic- 
ations systems exists, and it knows how to 
use that choice. 

It may choose to set up a private network, 
PBX-driven. It may choose to get its services, 
under its own control, in the public network. 

It may choose to do both. 

But whatever big business subscribers 


choose, it means increasing opportunities for 
a Telephone Company to provide new and 
different combinations of services. 

Ericsson's AXE switching system makes 
the most of those opportunities now, with a 
new bolt-on package of services for business 
subscribers. 

A Telephone Company with a digital 
AXE network can now offer advanced intra- 
corporate communications... 

It can offer a modern Centrex service (an 
economical alternative to PABX, providing all 


the services of a PABX but within the public 
network)... ° 

It can offer a multi-site intra-corporate 
Virtual Network Service, which effectively 
provides a switched network under customer 
control within the public network... 

Or it can tailor combinations on demand. 

AXE: new and exciting services for Tele- 
phone Companies to offer... new ways to 
earn revenue to invest for subscribers in the 
networks of the future. Post the coupon for 
more details, today. 
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Business Communication Services in AXE: 
new network concepts for subscriber 
satisfaction 
Within the Ericsson Group, Ericsson 
Telecom provides total public telecom- 
munications capability — the future- 
proof, multi-facetted service symbolised by 
the Ericsson Telecom diamond. 

. Functions in AXE can be combined at 
exchanges or network nodes to offer a pack- 
age tailored precisely to the service needs of 
an Administration, or of its subscribers – 

à unique capability based on the open- 
endedness of the AXE concept. 

The architecture of AXE, with its full 
functional modularity, means that a network 
is no longer a static linkage between software 
modules in fixed exchanges, rigidly defined 
and dimensioned. 





Instead, clusters of features and services 
can be assembled at will at special service 
switching centres in the existing network to 
satisfy the needs of subscribers economically. 

Or the same clusters of features can be 
provided in new local switches, which will 
also allow interfacing with the services of 
the future (such as access to the Integrated 
Services Digital Network). 

The outcome is a network designed from 
demand inwards, and not from exchange 
capability outwards – a network which сап 
be enhanced and adapted at will to support 


new services as demands change. 
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B Расїс Place is a major scheme by world Admiralty Mass Transit and bus terminus, pnvate the sole leasing agents, Jones Lang Wootton 
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SINGAPORE 


The right of reply 


A minister defends the government's curbs on the foreign press 


By Margaret Scott in Singapore 
E a speech billed as the Singapore 
Government's riposte to criticism of 
its recent treatment of foreign publica- 
tions, Trade and Industry Minister Lee 
Hsien Loong asserted that it is the gov- 
ernment's duty as well as its right to 
proscribe press coverage of sensitive 
topics and rebut coverage considered 
inaccurate. 

Lee, who is Prime Minister Lee 
Kuan Yew's eldest son, chose the 40th 
World Congress of Newspaper Pub- 
lishers, held in Helsinki last month, to 
deliver the government's most com- 
реон portrayal of its position on 
foreign press coverage of Singapore 
since receiving international attention 
over recent tangles with Time magazine 
and The Asian Wall Street Journal. 

Lee’s speech ensured more atten- 
tion, sparking a fiesty question-and- 
answer exchange and a harsh reaction 
from the director of Britain’s Press 
Council, Ken Morgan, who questioned 
whether Lee understood the meaning of 
press freedom. 

Lee’s speech, delivered on 26 May 
and released simultaneously in Singa- 
pore, defines what topics foreign jour- 
nalists operating in Singapore can and 
cannot cover — a distinction described 
as necessary given Singapore’s history 
and racial mix. The speech also hints 
at what the government's response 
might be to the Asian Journals cur- 
rent attempt to get rescinded a 9 Feb- 

government order severely curb- 
ing the newspaper's circulation in Singa- 
pore. 

At the same time as it released a text 
of Lee's speech in Singapore, the gov- 
ernment distributed a 70-page pamphlet 
entitled The Right to be Heard, which 
chronicles its disputes with Time and the 
Asian Journal. Both publications have 
had their Singaporean circulations se- 
verely cut by the Ministry of Communi- 
cations and Information as punishment 
for "engaging in the domestic politics of 
Singapore 

In both. cases, it was the publications' 
refusal to print in full letters from gov- 
ernment officials taking issue with 
specific articles that prompted the circu- 
lation curbs. 

The government invoked a 1986 
amendment to the Newspaper and 
Printing Presses Act in slashing Time's 
circulation from 18,000 to 2,000 and the 
Asian Journal's from 5,000 to 400 copies 
a day. The pamphlet reproduced the ar- 
ticles to which the government had 
taken issue. 

In his Helsinki speech, Lee said the 
government's dispute with Time and the 


Asian Journal revolved around the right 
of reply, not around the concept of press 
freedom. “My point is simply that the 
right of newspapers not to publish a 
reply can hardly be deemed a funda- 
mental one," Lee said. He added that 
the circulation of foreign publica- 
tions in Singapore was a privilege with 
terms. “One term is that they will pub- 
lish our corrections and rebuttals," Lee 
said. 

He said his government's right of 
reply applied particularly to articles the 
government considered biased. Foreign 
correspondents who write biased arti- 
cles, Lee said, *can build up unchal- 
lenged a skewed view of reality which 
will sway opinions and shape events in 
Singapore. 

at is why the government consid- 
ers refusals to publish corrections and 
rebuttals to be an inter- 
ference in Singapore's 
domestic politics. And 
when a newspaper be- 
comes involved in domes- 
tic politics, the govern- 
ment will move to curb 
it." 

Lee's comments are 
the strongest so far in 
linking а publication's 
refusal to publish let- 
ters with "engaging in 
domestic politics," which 
is proscribed by the 1986 
Newspaper and Printing 
Presses Act amendment. 
His comments are signifi- 
cant in light of the Asian 
Journal’s 11 May filing 
of a motion for Pe 
Бу Singapore’s "n 

ourt to challenge t 
legality of the circulation-curb order. 

Central to the Asian Journals chal- 
lenge, say those close to the case, is the 
legal question of whether a decision not 
to print letters can be construed as en- 
gaging in domestic politics. 


[Гус сып Singapore as a fragile, 
vulnerable country, Lee outlined 
why domestic politics are off-limits to 
the foreign press — particularly to pub- 
lications with a substantial Singaporean 
readership, such as the Asian Journal 
(and the REVIEW). 

“Singapore also does not object to 
foreign iiia War iid reporting about 
us in any way they chose to foreign audi- 
ences, provided they get their facts 
right," Lee said. “But when foreign- 
based journals with significant circula- 
tion in Singapore start to report on 





Singapore fora Singapore зове ӨШ 
government has to а реб We do not 


want such эре = journals to take sides - | 


on domestic political issues, whether to _ 
increase their « circulation in Singapore - 
or to campaign for a particular outcome 
they prefer." 

Lee gave a litany of what he said | 
were examples of politically inspired | 
use of publications — which he called | 
"black operations" — as the reason the 
government insists on exerting control - 
over the foreign press. 

"The reason Singapore is so con- 
cerned about foreign-press involve- 
ment in domestic politics is that we - 
have seen how the media may bring in 
undesirable values, how newspapers. 
сап be used to carry out covert sub- - 
version and how inflammatory report- - 
in can lead to racial riots," Lee said. 

ese are not theoretical dangers, but 
painful setbacks in Singapore's recent 
history." Р, 

He cited as examples of black opera- - 
tions The Eastern Sun, claiming the - 
former newspaper was funded by a com- 
munist front organisation in Hongkong 
and The Singapore Herald, which te 
said had been “а virulently anti- 
government” newspaper А 

“funded from sources 
which never became 
clear." Lee claimed the . 
Malay press fuelled racial | 
riots in 1950 through its 
coverage of Maria Her- 
togh, a Dutch Roman 
Catholic girl who had 


and again in 1964 through ~ 
articles 
Chinese in Singapore: 
were. suppressing the — 
rights of the Malays. 
Against this back- 
ground, Lee said that the 
government "can never 


a free-for-all in the mar- 
(— of ideas will 


enlightenment." 
Hence, Lee concluded, “to describe the 
influence of the press in Singapore as in- 
nocuously contributing to the mar- 
ketplace of ideas is simplistic. An 
elected gomme of Singapore whi 
adopted a laissez faire attitude to the 
foieign press would be in grave derelic- 
tion of its duty." 

When Lee had finished, Morgan 
gave an immediate and impromtu 
critique. Morgan called the speech “the — 
most chilling piece of political language 
I have за be a very long time," lead- 
ing him to conclude that “my fellow 
speaker's government does not under- 
stand press freedom, and it leaves me in 
great doubt as to whether it understands 
democracy either." Morgan's com- 
ments caused Lee to insist on the right 
to reply, spawning an unplanned ques- 
tion session. п 
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been raised a Muslim, | 


alleging that - | 


complacently assume that | 


magically lead to truth | 
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| An identity crisis 


The six-nation grouping seeks to justify its 20-year anniversary 


| By Susumu Awanohara in Hongkong 


| wie the first Asean summit in 10 
| WW years scheduled for December, 
| Asean foreign ministers meeting later 
this month in Singapore and economic 
| ministers meeting there in July will be 
| racking their brains to justify the bi 
year-end occasion in Manila. But 2 
| years after Asean's founding, a sense 
| of inertia and an identity crisis per- 
| vades the six-member regional organi- 
| sation. 
de The stalemate in Cambodia has re- 


| sulted in a loss of Asean’s political 


| momentum. In better days, Asean had 
| successfully sponsored the UN resolu- 
| tion demanding Vietnamese withdrawal 
| from the country and self-determina- 
| tion for Cambodians — increasing UN 
| General Assembly support for the re- 
| solution from 91 members in 1979 to 115 
| in 1986 — worked for a Western em- 
. bargo of aid to Vietnam and master- 
| minded the formation of Cambodia's 
tripartite, anti-Hanoi Democratic Kam- 
puchea coalition government. 
= Asean continues to lay emphasis on 
. | the Cambodia issue, kordne against 
| any easing of the aid embargo by West- 
| ern governments. Last year, Asean 
| foreign ministers took Canberra to task 
| for allegedly providing official financial 
_ | assistance to Hanoi — indirectly 
, through a private-sector deal — for 
ilding satellite-communications sta- 
ecently, they ganged ур. оп 
alleging it was providing official 
export credit to Vietnam via Japanese 
.| traders. Both Canberra and Tokyo de- 
.| nied the charges, while expressing un- 
_ | happiness at the Cambodia stalemate 
.| and a desire for an early political solu- 
.| tion. 
. But Asean has never had much 
| leverage on Vietnam, though there is a 
_ | lingering feeling in some Asean capitals 
Ai that, at least in the early days of the 
_ | Cambodia conflict, Bangkok could 
_| have stopped providing sanctuary to the 
.| communist Khmer Rouge and obtained 
_ concessions from Hanoi had it not been 
_ | for China's opposition to such a deal. 
| Some also feel that the reason the anti- 
. Hanoi coalition is not working is that 
_| too much of the military aid — mostly 
_ | coming from China via Thailand and 
| meant for all three coalition factions — 
is going to the Khmer Rouge. 

Indonesia — Asean's “interlocutor” 
with Hanoi — has tried to offer Vietnam 
friendship with the US to win conces- 
sions on Cambodia. But so far Washing- 
ton has not obliged, showing interest 
only in US militarymen missing in ac- 
tion in the Vietnam War and separating 
this issue from the one of normalising 


relations with Hanoi — which Washing- 
ton says is a low priority and, in any 
case, must be preceded by a Viet- 
namese troop withdrawal from Cambo- 
dia. 

Asean has even less influence with 
the Soviet Union, which backs Hanoi. 
Even if Moscow had anything to offer 
on Cambodia, such as a willingness to 
lean on Hanoi to withdraw from Cam- 
bodia, it would use it to please China 
rather than Asean (though the effect 
may be the same), an Asean official 
said. The Soviets are giving China (“a 
socialist country, after all") and Japan 
higher priority than Asean, which Mos- 
cow considers "incorrigibly capitalist 
n too costly to win over," the official 
said. 

Aside from losing Cambodia as a 


powerful rallying point, Asean has had 
to deal with new internal political ten- 
sions. A recent major weapons pur- 
chase from China by Thailand has pro- 
voked some Asean countries, particu- 
larly Indonesia, which has long felt that 
Bangkok was getting too close to Pe- 
king. And a controversial visit to Singa- 
pore by Israeli President Chaim Herzog 
exposed the continued fragility of Ma- 
laysia-Singapore relations. In addition, 
Asean is divided on the idea of estab- 
lishing a nuclear-weapons free zone in 
Southeast Asia, which therefore cannot 
become another rallying point. 


Ep a general consensus 
exists that while there has been some 
intra-Asean cooperation, the grouping 
has moved little towards formal integra- 


tion. Responses to this assessment have 
varied. 

Some continue to emphasise intra- 
Asean economic cooperation and even- 
tual integration, and have conducted or 
commissioned studies — an exercise 
which has produced a lot of words but 
no convincing blueprints. As their cri- 
tics see it, the hardline integrationists 
are straining to find some formula for 
cooperation at any cost. The current im- 

ulse is to modify and combine various 
orms of integration — such as a free- 
trade area, customs union and common 
market — and implement them at once 
to accommodate Asean's diversity. 

Others say emphasis should shift 
more to obtaining greater common 
benefits from multilateral negotiations 
and dealings with individual economic 

wers. 

Still others advocate expanding the 
area of economic cooperation to the 
Asia-Pacific region while remainin 
united as Asean. It is further argue 
that the embryo of such a system al- 
ready exists within Asean in the form of 
the “6-plus-5” meetings between Asean 
and all its “dialogue partners” — the 

S, Japan, Australia, New 
Zealand and Canada (but 
excluding the European Com- 
munity (EC) — and outside 
Asean in the form of various 
Asia-Pacific-based consulta- 
tive organisations. 

The first *6-plus-5" meet- 
ing was held at Asean's annual 
foreign ministers’ session in 
Jakarta in 1984. The meetings 
were suspended for the next 
two years — in Kuala Lumpur 
and Manila — but it is likely to 
resume this month in Singa- 

re. The EC and Malaysia 

ave opposed the “6-plus-5” 
meetings. 

The Asean meeting in 
Singapore this month may 
take on a "Pacific flavour" in 
other ways, paving the way for 
Papua New Guinea’s acces- 
sion at the upcoming Manila 
summit to the “treaty of amity 

and cooperation in Southeast Asia," 
which the original five Asean members 
signed in 1976 and Brunei in 1984. 

In addition, the recent coup in Fiji 
was of particular interest to Malaysia 
and Indonesia, as well as to New Zea- 
land and Australia, which may lead to at 
least informal discussions on the sub- 
ject. Libya's alleged advance into the 

acific, as well as the Soviet Union's,, 
are also topics which may be taken up 
discreetly. 

Facing serious economic difficulties, 
many of which seem more structural 
than cyclical, Asean foreign and econo- 
mic ministers will try to win the sym- 
pathy of the dialogue partners. Recent 
studies — notably Peter Drucker's sob- 
ering essay questioning the future valid- 
ity of development strategies based on 
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3 | primary product 


р exports, low labour 
. cost or leapfrogging into the high-tech- 


| nology industries — have reinforced 


Asean’s pessimism. 
As in the past, the Asean ministers 


| will express alarm at rising protec- 
| tionism in the US and Europe. They will 


also ask Japan to do more in opening 


| up its domestic market to Asean ex- 
| ports, channelling investment and gen- 


 erally recycling its huge external as- 


| sets. Indonesian President Suharto and 


. Singapore Prime Minister Lee Kuan 
Yew agreed in February that Asean 
| should renew efforts to involve Japan 
| in the region's economic develop- 


— Tokyo is interested and wants Asean 


| to invite the Japanese prime minister — 


whoever that may be in December — to 
attend part of the Manila summit. 


E ormer prime minister Takeo Fukuda 
_ W attended the 1977 Kuala Lumpur 
| summit, unveiling the “Fukuda doctrine,” 
| which promised that Japan would never 

become a major military power and 
| would endeavour to build “heart-to- 
heart" relations with Southeast Asian 

nations and to contribute to the peace 
| and posean of the whole region, in- 
| cluding an and Indochina. Fukuda 
| also committed Japan to a US$1 billion 


| aid programme for five large-scale 
| Asean industrial projects. 


| 


| 
1 


Some Tokyo officials feel that, given 

the change in Japan’s position in the 

| world in the past decade, a new doctrine 
| which places Japan's relations with 
| Asean in a more global context may be 
| called for. And though Tokyo's recent 
| budget problems have not improved, 
| these officials agree that the Japanese 
Й үе minister should go to Manila 
_ bearing a big gift. The nature and size of 


| the gift has not been worked out but it 
| will contain the Ministry of Interna- 
| tional Trade and Industry's plan to help 


| 


E 


_ develop export industries and overlap 
. with the general bs. scheme to re- 
cycle US$30 billion of Japan's accumu- 
. lated surpluses over three years. 


| One major difficulty in preparing an 


1 


i 
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Asean aid package this time is that there 
iş no longer optimism about intra- 
Asean economic cooperation. Another 
is that Prime Minister Yasu- 
_ hiro Nakasone is becoming a lame duck 
. and will probably be replaced in Octo- 

ber, if not sooner — possibly by only a 

caretaker leader. Tokyo bureaucrats 


| are worried that, without firm leader- 


ship, they will be unable to put together 
a meaningful aid package. 
Asean countries also face fundamen- 


. tal succession problems. The succession 


drama in the Philippines has not yet 
played itself out and as the inevitable 
changing of the guard approaches in In- 
donesia and Singapore, Asean watchers 
are asking whether the organisation will 
survive its founding fathers. The next 
six months will be crucial in answering 
T this question. 
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Procreation problems 


Aquino government hedges on population issue 


By James Clad in Manila 


Соо by one of Asia’s fastest 
growing populations, President 
Corazon Aquino’s government has is- 
sued its first policy paper on the prob- 
lem of human numbers in the Philip- 
pines. But by burying “fertility reduc- 
tion” within a wider commitment to 
family-centred public health, the 
"population policy statement" issued 
on 14 May m avoided any conflict 
with the dominant Roman Catholic 
Church's strongly *pro-natalist" teach- 


ings. 

еж the eee the population 
issue poses awkward questions for a 
government seen both as influenced 
doctrinally by the church and beholden 
to it institutionally for political support. 
No test of orthodoxy prompts more 
unity among the 105 Philippine Catholic 
bishops than does the definition of pro- 


per limits on tampering with humanity’s © 


proclivity to procreate: the bishops’ 
rock-hard opposition to contraceptives 
and abortion as population control de- 
vices also mirrors Pope John Paul II's 
insistence that the Mother Church, on 


Redefining the 
reform plan 


Р hitppine President Corazon Aqui- 
no’s government has redefined an 
ambitious land reform р e an- 
nounced on 8 February. The revisions 
follow scepticism about the cost, scale, 
phasing and funding of the plan. 

The most recent advice has come 
from a World Bank mission which was 
studying the draft *accelerated land re- 


form psp in March. Its confiden- 
tial 11 May report questions the plan's 


scale and some of its logic but argues, 
non for consistent political will to 
achieve agrarian reform while the gov- 
ernment still has the support to do so. 


The o 8 February proposal 
(REVIEW, 5 Mar) envisaged a Dorpat 
programme that in the following order 
of priority would: 

» Convert about 400,000 tenants work- 
ing 557,000 ha of rice and maize land 
into owners. 

» Divide about 1 million ha of idle, ex- 
propriated or abandoned land among 
670,000 people. 

> Distribute 1.5 m ha of mainly sugar or 


egularise access to and ten on 
public lands while improving рте Бч 
tural extension to boost rural incomes. 
All in all, the draft plan envisages 


this issue at least, will not give 
way. 

Despite official data showing the an- 
nual population increase easing from 
3.1% in the early 1970s to about 2.3% 
annually, the Philippines’ growth in 
human numbers remains one of Asia’s 
fastest. “Adding up a day’s increment 
{after subtracting mortality] results in 
3,570 more Filipinos daily and nearly 
100,000 more monthly,” the University 
of the Philippines Population Institute 
reported recently. 

Several foreign population advisers 
based in Manila flatly reject recent gov- 


settling 3.4 million households on 7.4 
million ha by 1992. By comparison, the 
best programme aude EE 
dent Ferdinand Marcos transfe only 
300,000 ha to 200,000 beneficiaries over 


14 t 
e bank says the current draft pro- 
gramme represents an enormous under- 
taking, a quantum j to 
ious attempts at reform. It will 
e **very costly," forcing *hard choices 
in the tion of domestic and exter- 


are nof softened, most of the bene- 
ficiaries will not receive any im- 
mediate increase in e in- 
come." The bank suggests a once-only 
cash juam from each a t. It 
also the plan's step-by-step ap- 
proach and “high levels of the retention 
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ernment claims that fertility has slowed 
appreciably. “The [growth] rate is not 
less than 2.8% per annum,” one said. 
Most demographers, local and foreign, 
concur that the Philippines will have a 
population of more than 100 million in 
less than 25 years. 

The question is, what — if anything 
— can or should Aquino’s government 
do about this state of affairs? Quite 
apart from pro-birth tendencies among 
some of her cabinet members, no po- 
litician wants to offend the church 
hierarchy on this issue. Former presi- 
dent Ferdinand Marcos did — and some 
see him paying, in part, the price for 
programmes that (in the church’s 
view) promoted contraception. Even 


the communists remain  conspicu- 
ously silent about population con- 
trol. 


S also see the president as influ- 
enced by a circle of advisers known 
informally as the *Council of Trent," a 
reference to a 16th-century church con- 
vocation taking up the banner of the 
counter-Reformation in Europe. The 
pope's “personal prelature" Opus Dei 
and other Catholic laity groups with 
membership drawn from executive- 
level businessmen also lobby against 
even implicit state support to popula- 
tion policies that could cut across doc- 
trine. 

The population issue has been a bug- 
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limits on private lands” as potentially 
“most damaging to the ultimate goals of 
land reform.” 

The bank suggests instead that land 
reform be applied to all agricultural lands 
simultaneously; it also suggests that all 
land transfer above the ceiling be ban- 
ned retrospectively with a “uniform re- | 
tention limit of 7 ha [that] will apply im- 
mediately to all private agricultural 
lands.” The bank also thinks 16% of the 
estimated P63.3 billion (US$3.09 bil- 
lion) cost of the original plan can be cut. 

Finally, various voluntary land-shar- 
ing schemes advanced as transitional 
measures during the implementation of 
the overall plan receive heavy criticism. 
These ideas, the bank says, “would only 
be attractive to those landowners who 
believed they would not have to live up 
to the agreement to transfer the land." 

Although the bank speaks blandly of 
“considerable support" for the pro- 
gramme being “expressed by both 
American and Japanese authorities,” 
potential donors remain concerned by 
all issues raised in the bank’s memo. 
Most of all, there is the awkwardness of 
adding to the Philippines’ foreign-debt 
burden while effecting transfer pay- 
ments that, initially at least, will enrich 
the already well-off. The 11 May report 
flatly says “the World Bank itself would 
not be able to finance compensation 
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payments for the transfer of land." 
— James Clad 
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ties has increased local awareness 
he world's five billionth baby 
born somewhere by mid-1987, 


of human numbers.on econòmic 


cial Welfare Secretary Mita Pardo 
avera's. 14 May policy statement, 
ver, steers a line that will offend 
ry few in the church hierarchy. The 
hrase "responsible parenthood" is 
bout.as close as thé paper cómes to 
knowledging the need to limit family 


dt explicitly rejects abortion and opts 
“respect for the rights of couples . . 

hoose voluntarily the means which 
nform with their moral convictions 
religious beliefs." De Tavera, also 
person of the government's Popu- 
n Commission (established during 
the Marcos era), has a doctrinally con- 
rave viewpoint on artificial birth 


The Catholic Church' s public silence 
ut.de Tavera's statement reflects 
neral satisfaction with it, though 
some of the more orthodox would 
have preferred a discontinuation of the 
)pulation Commission and an end to 
ny” state role in population. mat- 
ters, ` 
- Meanwhile, the Protestant National 
Council of Churches of the Philippines 
(NCCP) has stressed that “the govern- 
ment should not propagate only a single 
group’s ideas on family planning” — a 
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By Nayan Chanda in Washington .. 

ү ietnam’s Nguyen Уап Linh ended 
his first tour.of the Soviet Union 

since taking over as new party general 

secretary amid indications that despite 

some differences on Cambodia, the two 


| countries had a broad measure of agree- 


ment on other issues. 

US specialists analysing the visit 
noted that the tension. in Soviet-Viet- 
nam relations after Soviet leader 
Mikhail Gorbachov’s Vladivostok 
speech last July appears to have dissi- 
pated. But on Cambodia the Soviet 
leader seemed to take a more accom- 
modating posture towards China than 


;| Vietnam does. 
ciali ts urge. ч `соп- 


“In many -ways Gorbachov seems 
to have found in Linh his soulmate. The 
meetings in Moscow have re-confirmed 


-that reform-minded Linh rather than 
old conservatives like Truong Chinh en- 


joyed Moscow's support. In a dinner 
speech Linh told Gorbachov that it was 
the 27th congress of the Soviet party 
which inspired the Vietnamese to work 
for "profound renewal in all areas of 
economic and social life.” 

Compared to the unenthusiastic re- 
sponse to Gorbachov's reforms among 
some of his East European allies, “the 
whole-hearted Vietnamese support for 
his approach must have been music to 
his ears," noted an American analyst. 
Gorbachov, too, strongly endorsed the 
policies adopted by the Vietnamese “to 
steer the country out of the economic 
difficulties." 

It was, however, not a lovefest. A 
Radio Moscow report described a meet- 
ing between Linh and Gorbachov on 
Soviet-Vietnam economic cooperation 
as marked by "frankness and mutual 
understanding." Analysts note that in 
the past Soviet officials have private- 
ly complained about Vietnamese mis- 
allocation. of funds, low productivi- 
ty, bad management, waste and pilfer- 
age. 

: The Vietnamese on the other hand, 
have reproached the Soviets for un- 
realistic planning, inadequate supply 
and provision of unsuitable or poor- 


quality material. 


The two leaders are likely to have 
discussed . such" issues with some 
candour in order to determine how to 
make bilateral cooperation more effi- 
cient. 

One outcome of the visit appears to 
have been.a decision to extend the 
Soviet role in Vietnamese planning and 
also.in implementation of policies. Gor- 
bachov said that the Soviet Union ex- 


Gorbachov and Linh differ slightly on Cambodia 








Soviet Union, use of Vietnamese labour 
to manufacture goods from Soviet-sup- 
plied material and joint enterprise in in- 
dustry and agriculture. During Linh’s 
visit, three separate agreements were 
signed for Vietnamese delivery of 
coconut oil, tea and electrical equip- 
ment. 

One particular area where “interna- 
tional division of labour” seems to be of 
special significance: is the economic 
development of the Soviet Far East. 
Late last year a team led by Vietnam’s 
deputy minister of food industry visited 
Vladivostok to discuss export of fruit. 
and vegetables. In January Tran 
Quynh, a Vietnamese vice-premier, 
also visited Vladivostok to. discuss. ways. 
of increasing manufactured consumer 
goods and food exports to eastern 
Siberia. Moscow may also be asking 
for more Vietnamese, labourers to be 
eee for the development of Soviet 

sia ; 

Analysts noted that in the. speeches 
and joint communique, Vietnam dis- 
played more confidence about develop- 
ing Sino-Soviet relations thàn in the 
past. Although the communique did not 
repeat the earlier assurance that "third 
country" — meaning Vietnamese — in- 
terest would not be affected. by Sino- 
Soviet normalisation, Linh and Gor- 
bachov appeared very much in tune on 
international issues. Both expressed the 
desire to normalise and improve rela- 
tions with China апа said they “would 
also greet China's active: involvement 
in the search for ways of solving the 
complex problems. of the Asian con- 
tinent." 


Te communique was also moderate 
on the question of Cambodia, stress- 
ing "national reconciliation" and avoid- 
ing the standard formula that a poli- 
tical settlement would have to be on the: 
basis of "elimination of the Pol Pot 
clique." те 

owever, in their speeches. Linh 
and Gorbachov indicate differing em- 
phasis on the Cambodia issue. Using. a 
rather unusual - formula. Gorbachov 
said "we share with our Vietnamese 
comrades the opinion of the leader-- 
ship of.the People's Republic of Kam- 
puchea (PRK) that the Cambodian 
problem calls for a political solution." 
He also introduced a new formulation, 
saying. the Cambodi 
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cation of all their national patriotic 
forces.” 

If the “national patriotic forces” are 
meant to describe those who support 
the Hanoi-backed Heng Samrin regime, 
the statement would indicate a harden- 
ing of the Soviet position. The other 
possible interpretation is that it denotes 
the former partners of patriotic struggle 
in the pre-1975 period, signifying a call 
for unification of the Cambodian Left, 
including supporters of the leader of the 
Coalition Government of Democratic 
Kampuchea (CGDK), Prince Norodom 
Sihanouk who recently resigned his po- 
sition. 

Linh, in contrast, avoided reference 
to any formula for Cambodia's internal 

litical arrangement. Although the 
joint communique mentioned a “na- 
tional reconciliation policy " of the PRK 
— referring to the Heng Samrin re- 
gime's offer to allow all deserters from 
the Pol Pot camp to participate in the 
government — Linh did not mention it 
in his speech. Instead, he addressed the 
international aspect of the problem — 
withdrawal of Vietnamese troops and 
the “removal of the criminal clique of 
Pol Pot's supporters and the ending of 
interference in Cambodia's 
internal affairs." 

Linh's speech left the im- 
pression that Hanoi was less 
enthusiastic about the “unity 
of patriotic forces" than the 
Soviet Union. An arrange- 
ment that would involve par- 
ticipation of a large number 
of the communist Khmer 
Rouge in a coalition govern- 
ment — that the Soviets may 
deem necessary to win 
"China's approval — does not 
appear to be in Hanoi's in- 
terest. 

However, both Hanoi 
and Moscow seem cautiously 
interested by Sihanouk’s 
latest resignation as CGDK 
leader (REVIEW, 28 May). 
Both the Soviet and Viet- 
namese media have prompt- 





A Cambodia surfeit 


Asean is still active but no longer optimistic 


Foreign 
Cambodia. Hayden came away from his briefing apparently 


press conference that he felt there was “an 
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ever, despite diplomatic . 
Mochtar also announced that he was his scheduled trip to 
June, as Asean’s interlocutor with Vietnamese. He had been 





ly reported the event with- 
out the usual barbed comment about 
the mercurial prince. A Soviet broad- 
cast even termed Sihanouk’s action a 
“silent protest” against the Khmer 
Rouge. 

Answering a foreign correspon- 
dent’s question on whether Hanoi 
would be talking to the prince, a Viet- 
namese spokesman refused to give a di- 
reet, answer but noted how much 
Sihanouk has suffered in the hands of 
the Khmer Rouge. 

Although Sihanouk has denied plans 
# for meeting the Vietnamese, diplomatic 
eyes were focused on Pyongyang, where 
officials of the Non-Aligned Movement 
were to assemble in early June for a 
meeting. Vietnamese as well as some 


Asean officials were to attend the meet- |. 


ing. 


will Asean's invitation to 


seems doubtful 
travel from his North Korean exile residence to the Asean annual meet- 


ing. 











We Pick Up And 








Deliver Anywhere. 


This is one perspective a lot of 
people have on our helicopter business. 

Last year, Aerospatiale helicopters 
were used in more than 4,000 rescue 
missions — from Tokyo's Ginza to the 
oil fields of the Arabian Gulf. 

Not surprising, when you consider 
that we're the world's leading 
helicopter exporter. 

From our perspective, the key to 
global success is partnership. 

In North America, for example, 
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where we build the Dolphin helicopter 
for the U.S. Coast Guard. 

Or with partners in many other 
countries around the world. 

To us, cooperative ventures are a 
way of doing business that improves the 
quality of life for us all. 

We've already proved partnerships can 
work on programs like Airbus and Ariane. 
Now we're showing we can make 
them fly pretty much anywhere — just like 

our helicopters. 
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Head Office: 5, Weltpoststrasse, CH-3015 Berne 
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Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 














Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small investment... 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now, A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. f 


mmen MÀ —— i am —— i iM. “eh 


Post this coupon today! 


| Circulation Manager, 
Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 
| Hong Kong 
Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| 1 епсіоѕе a cheque/money order Of |... 
| made out to the Far Eastern Economic 
Review. Or, please charge my credit card 
(tick one): 
| American Express С1 Diners Club 19 
MasterCard C1 Visa (7 
(Please print in block letters) 


| Card No: 

Exp. Date: 
Signature: 
Name: 
Address: 
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| Annual subscription rates: HK$2,310 US$300 
Sent airmail anywhere in the world. 
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EERS: 


Generation 3 
and beyond. 








The A320 Airbus represents more 
than a generational leap forward 
in advanced flight technologies. 

It symbolizes an important new 
way of thinking about how aero- 
space programs can be managed, 
today and in the future. 

Partnership is the key. 

Four major European companies 
helped build the A320. 

A worldwide network of second- 
tier partners made vital technological 
contributions to the program. 











A 320 will be powered by 
GE/Snecma and International Aero 
Engines, both cooperative ventures. 

And a significant percentage 
of the A 320 is made in the USA. 

As prime technology architect for 
A 320's advanced cockpit and fly-by-wire 
concept, our unique store of experience 
at making partnership programs work 
has helped make Generation 3 а reality. 

Now, with your help, we'd like to 
go beyond. 

And make Generation 4 a reality, too. 
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during the month of June on all our flights from Singapore to San Francisco and on all our flights from Los ; Angeles to Singapore via Tokyo 





Hongkong Land 
is your best shot 
when it comes to the Core 


Aim for Hongkong Land 
when you're looking for offices in Core Central. 
Because in terms of location, prestige and property management, 
we can offer you the finest range of buildings, 
with the widest choice of rentals. 
All within minutes via our unique network of footbridges. 
So why not start the ball rolling? 













Please call Jonathan Petit or Christopher Chan 
at Hongkong Land (5-8428288) 
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Weng 
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It pays to address yourself properly 


CHINA 


Agricultural anxieties 


Peasants fight to keep financial gains of new policies 


By David Bonavia in Hongkong 

aught between grasping, corrupt 

cadres, and often contradictory 
policies on the part of national and pro- 
vincial authorities, China’s peasants are 
fighting to keep the financial gains they 
have made over the past seven years 
(since the abolition of the “people’s 
communes”). 

Now farming in single-family or two- 
family units, peasants in many areas 
have purchased mechanical pumps to 
water their fields. But low-price diesel 
fuel issued by the central authorities is 
being diverted by rural cadres to their 
friends, and the peasants cannot obtain 
diesel even though they have valid ra- 
tion-cards for it. 

This is only one example of the 
squeeze being applied to newly prosper- 
ous peasants by the rural cadres, who 
have lost much of their former authority 
and are compensating themselves mate- 
rially at the cost of the peasants. Some- 
times such extortion is disguised as 
“contributions” to some public project 
such as a new schoolhouse, but with 
no guarantee that it will materialise. 

e peasants are also accused of ex- 
travagance in their celebration of festi- 
vals and important social occasions. 
Radio Xian said recently in an account 
of conditions in Shaanxi province: 
"Some remote areas engage in civil en- 
gineering in a big way by constructing 
Juxury hotels, centres, halls and tem- 
ples. Places that are obviously far from 
affluent organise lavish celebrations, 
ribbon-cutting ceremonies and parties 
=. . In many places there is indiscrimi- 
nate use of farmland, production mat- 
erials and capital." 

The latest slogan for rectification of 
trends in agriculture is “Double in- 
crease [in production] and double econ- 
omy measures." This is an impossibly 


difficult target, which was originally 
thought up for industry, not for agricul- 
ture with its dependence on weather 
and other factors beyond human con- 
trol. 

Despite negative factors, however, 
the official media say there was an up- 
swing in agriculture in the first quarter 
of this year, the winter period normally 
used by the peasants to take things easy 
and recuperate from the labour of sow- 
ing and harvesting. 

The government has said it will be 
difficult to fulfil the goals of the Seventh 
Five-Year Plan (1986-90) for the cur- 
rent year. Grain and cotton production 
— which recently enjoyed surplus har- 
vests — has been weak in 1987, due to 
the diversion of peasants’ labour to 
more profitable crops. Pig rearing is also 
decreasing, though last year supplies of 
pork were relatively abundant. 

The need to stimulate grain produc- 
tion will be met mainly through in- 
creased purchase prices, but this costs 
the state money. Acreage taken out of 
grain production in the past few years 
may have to be reclaimed for those 
crops. But there is no unity of policy re- 
garding the best way to stimulate higher 
agricultural production. 


T broad opinions are evident in 
the internal discussion of agriculture 
and especially grain. One is that more 
marginal land (hillsides, marshes, etc) 
should be made suitable for grain crops, 
and that compensation should be levied 
on industrial concerns which have taken 
over arable land previously sown to 
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grain (though it is not proposed to tear 
down the factories). І 

The opposing argument is that grain _ 
production on existing arable land 
should be boosted by greater inputs of 
water, fertiliser, labour and improved 
seed strains. Late chairman Mao 
Zedong’s policies for agriculture were a 
combination of these ideas but elder 
statesman Deng Xiaoping has been ac- 
cused by other leaders of neglecting 
grain production and thus threatening 
the stability of the whole system. 

The banking system has not proved 
effective enough in encouraging rural 
communities to borrow money for capi- 
tal assets and equipment. This is partly 
because the Bank of Agriculture does 
not like to lend money to individual 
peasant families, but prefers larger 
groups based on the cooperative system 
of the mid-1950s. But the cooperatives 
have not been formally revived since the 
abolition in 1979 of the larger com- — 
munes, set up in the late 1950s, so there 
is much organisational work to be done 
before the bank can assist the peasants 
on a wider basis. 

The People’s Daily said recently that 
China’s agricultural productivity is rela- 
tively low. The party organ said that not 
much new land was being effectively 
brought under cultivation, and that the 
best prospects were for intensifying pro- 
duction on the 15% of the country’s 
area that is arable. It said that one-third 
of China’s arable land was high-yield- 
ing, but that the other two-thirds could 
be made so with the right inputs. 

Unfortunately the inputs are not al- 
ways the right ones. Western fertiliser 
experts say China is using far too much 
urea (nitrogenous fertilisers) in relation 
to the input of potash. This has been of- 
ficially admitted, but remedial mea- 
sures do not seem to be taken. 

The newspaper said that 20 million 
tonnes of grain would be added to na- 
tional output during the seventh-plan 

riod, by increasing the amount of 

igh-yield land. But it warned that “the 
collected funds and labour of the broad 
masses of peasants” would be needed to 
fulfil this goal. Such statements make 
the peasants nervous that there may be 
a return to the enforced mass labour of 
the Great Leap Forward period (1958- 
61), and those who have been doing well 
out of non-grain products may be 
nalised in some new leftist convulsion 
ike the Cultural Revolution. 

The current cliche “labour accumu- 
lation” suggests that the trend of work- 
ers going into small-scale industries in 
the rural areas may soon be checked in 
order to effect bigger labour inputs into 
the land. Labour is China's greatest eco- 
nomic strength, and the small-scale in- 
dustries have always been a contentious 
issue in political debates about rural 
кекире. As for the big cities, they 
have their own unemployment prob- 
lems and are not likely to accept any 
significant immigration of peasants. p 











‘Liberals’ to the fore 


Conservative Chinese leaders may be on the defensive again 


By Robert Delfs in Peking 
here are signs of a counter-reaction 
to the conservative trend that has 

dominated political discussion in China 

since January. In a recent speech, Pre- 
mier and Acting Chinese Communist 

Party (CCP) General Secretary Zhao 

Ziyang said China's reforms may be 

threatened by overly rigid adherence to 

the party's four basic principles: up- 
holding the socialist road, the people's 
democratic dictatorship, the leadership 
of the CCP and Marxism-Leninism- 

Mao Zedong thought. 

Other indications include renewed 
attention to the problem of “leftism” in 
the press — and in recent remarks by 
paramount Chinese leader Deng Xiao- 
ping to visiting foreign leaders — and a 
new willingness on the part of reform- 
minded Chinese leaders to discuss at- 
tacks and criticisms of the reforms with 
foreign reporters. 

Although diplomats are sceptical of 
a report that Deng told visiting Spanish 
Deputy Prime Minister Alfonso Guerra 
that China's main struggle should be 
against the leftist trend within the CCP 
(REVIEW, 14 May), he made similar re- 
marks in a meeting with Singaporean 
First Deputy Prime Minister Goh Chok 
Tong on 29 May. Deng told Goh that 
China had stagnated for 20 years be- 
tween 1957 and 1978, due to the prob- 
lem of leftism. 

Reformist government officials now 
say that conservative criticisms of re- 
forms have gone much farther than has 





been publicly acknowledged. The criti- 
cism has included attacks on the basic 
rural reforms which ended the Maoist 
experiment with collective agriculture 
and restored family-based farms. 

A high-level re-evaluation of econo- 
mic reforms has been under way since 
March. The willingness of officials to 
discuss this may indicate that the review 
is over and that the consensus in support 
of the reforms remains intact. 

These signs indicate that the political 
struggle within China’s leadership is 
sharpening as the crucial 13th National 
Party Congress, expected later this year, 
draws closer. But this does not ne- 
cessarily mean the balance of power 
has shifted from the conservatives. 

“The struggle is still unre- 
solved,” a Western diplomat 
said. “The 13th congress will 
have to deal with personnel 
issues [electing new mem- 
bers to the politburo and the 
central committee] and it 
will have to produce a 
document. Contention over 
these is likely to continue 
through August and Sep- 
tember.” 

Zhao’s comments on the 
dangers of rigid adher- 
ence to the four basic prin- 
ciples were made at a na- 
tional conference on 26 May 
called to sum up the work 
of party rectification. The 
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rectification movement, begun in 1983, 
is now concluded, Zhao said. 

Zhao said: *From now on the basic 
task of normal party-building will be 
to ensure the thorough implementation 
of the party's line since the 3rd plenum 
[of the 11th central committee in De- 
cember 1978]. That line means both up- 
holding the four basic principles and the 
general direction and general policies of 
reform, opening to the outside world 
and enlivening the economy. Both are 
mutually necessary and reinforcing." 
Zhao has elaborated on this position in 
other speeches in recent months. 


B: Zhao went on to warn that the 
four principles and the reforms 
could come into conflict if they are not 
properly understood. “Viewing the four 
basic principles from an ossified point 
of view can lead to rejection of reform 
and negation of opening and enlivening. 
Nor can reform, opening and enlivening 
be handled from the standpoint of 
bourgeois liberalisation . . . 
which would necessarily lead 
to the negation of the four 
basic principles." 

Although slogans remain 
a fundamental medium of 
political argument and strug- 
gle in China, the issues are 
not simple or one-dimen- 
sional. These phrases sym- 
bolise complex political pro- 
grammes. How slogans are 
ranked and balanced is im- 
portant. 

“Seeking truth from 
facts," a slogan original- 
ly used by the late party 
chairman Mao Zedong, has 
provided a primary justi- 
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fication for post-Mao reforms, over- 
turning the now discredited doc- 
trinalism of the "two  whatevers" 
— "Whatever policies Chairman Mao 
put forward, we must firmly sup- 

rt. Whatever instructions Chairman 

ao issued, we must unswervingly fol- 
low." 

The reforms themselves are fre- 
uently coded as “socialism with 
hinese characteristics.” This phrase is 

not defined in a published collection of 
Deng’s speeches. The ambiguity of 
what socialism means anywhere, much 
less in China, has been vital to the politi- 
cal defence of the reforms. 

“Reform, opening and enlivening” is 
more specific, referring to the reform of 
institutions, opening to the outside 
world and enlivening the economy 
through market forces. Despite 
nationalistic sensitivities over “open- 
ing,” the last of these reforms remains 
the most controversial, as suggested by 
the ambiguous euphemism “a planned 
commodity economy.” 

“The party’s line [principles and 
policies] since the [1978] 3rd plenum” is 
perhaps the most opaque of contempo- 
rary Chinese slogans to outsiders. It 


simultaneously celebrates an epochal 
event in post-Mao China and compels 
obedience from members of a Leninist 
party that practises democratic cen- 
tralism. The 3rd plenum marked a deci- 
sive shift of power in the politburo in 
favour of Deng and his reformist allies, 


the purge or demotion of key leftist 
leaders and an emphasis on economic 
development. 

However, the slogan has been sub- 
ject to expansion and redefinition. Al- 
though the expression seems to refer 
mainly to the reforms since 1978, in re- 





cent months the conventional sense of 
what constitutes “policies since the 3rd 
plenum” has been broadened to include 
the four principles. 

The four basic principles were first 
enunciated by Deng as a statement of 
the limits of political reform in March 
1979, during a crackdown on students 
and other government critics who were 
expressing themselves in big-character 
ponen on Peking's Democracy Wall. 

e principles were included їп 
speeches and policy statements at the 
5th party plenum in February 1980, 
probably under pressure from conserva- 
tives within the reformist coalition. 


n the past, some leaders and party 

documents have mentioned the four 
principles perfunctorily, if at all, and the 
slogan was not treated as a major com- 
ponent of post-1978 policy, as was re- 
form, opening and enlivening, until this 
year. Proponents stress that the princi- 
ples were incorporated into the 1982 
state constitution, though they are men- 
tioned only in the preamble and not ver- 
batim. 

"Bourgeois liberalisation" means 
the adoption of Western democratic 
concepts, such as freedom of speech, 
publication, assembly and electoral 
practices which, according to orthodox 
communists, are actually "false" free- 
doms which mask the domination of the 
bourgeoisie in capitalist societies. 

"Liberalisation," a sloganised target 
of the anti-rightist campaign of the late 
1950s, was revived at the time of Demo- 
cracy Wall and the liberal Peking Spring 
movement of the late 1970s. The full 
slogan appeared in response to ex- 
panded contact with the West under the 
Dengist reforms and appeared in party 








documents for the first time їп February 
1981. 

The rapidly shifting relative posi- 
tions of these slogans can be illustrated 
in comments by Bo Yibo, vice-chairman 
of the central party rectification com- 
mission, on the recently concluded 
party rectification campaign, published 
in April and October 1985, and in late 
May this year. 

In an April 1985 interview, Bo did 
not mention the four principles or op- 
posing bourgeois liberalisation. The 
priority tasks of rectification at that time 
remained “correcting new unhealthy 
trends," “eliminating leftist influences 
and negating the Cultural Revolution," 
and "eliminating people of the three 
categories [of leftists]." 

In a speech published six months 
later, however, Bo noted that since the 
1978 3rd plenum Deng had repeatedly 
stressed grasping two aspects — reform, 
opening and enlivening and cracking 
down on economic crimes — and that 
recently Deng had emphasised the need 
to strengthen ideological and political 
work. 

The four basic principles and oppos- 
ing bourgeois liberalisation, Bo said, 
were two of three important ingredients 
in strengthening ideological work, 
along with “having lofty ideals, moral 
integrity, education and discipline.” 

In his final report on the rectification 
campaign, delivered on 26 May, Bo de- 
scribed the four principles as the “fun- 
dament of the establishment and the 
governing of the Chinese state” while 
reform, opening and enlivening are “the 
general direction and policies of build- 
ing socialist modernisation, the correct 
application and new development of the 
four basic principles in new times.” {J 
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| HONGKONG 


e will of the people 


| Direct elections will be held in 1988 if the public demands them 


| Bias Brits Leu n Hongkong 
|f a clear majority of Hongkong people 
| Bare found to be in favour of direct elec- 
| tions to the Legislative Council (Legco, 
| the lawmaking body) next year, Britain 
| will have no choice yout to hold them, a 
- Hongkong Government source told the 
Review. However, the source reiter- 
p s ated that the government has no pre- 
. conceived ideas about the outcome of 
he current political review, which 
_ began on 27 May with the publication of 
а green paper on developments in rep- 
, resentative government. 
—. In the green paper, the government 
roposed direct elections to Legco 
_by 1988 as one of a number of political 
ak ptions, despite opposition from Pe- 
king, and some members of Hong- 
| kong's business community. The gov- 
1 ernment has also rejected claims by op- 
| ponents of direct elections — including 
. Sir Sze-yuen Chung, senior member of 
| the Executive Council (Exco, Hong- 
| ong’s highest policymaking body) — 
_ who assert that introducing direct elec- 
| tions in 1988 would be in breach of the 
| the 1984 Sino-British joint declaration 
P п the territory's future. However, it is 
vident the go overnment has all but jet- 
soned its 1984 aim of developing rep- 
| resentative government here. 
_ In a previous green paper and sub- 
| sequent white paper (policy document), 
à | both published before the signing of the 
joint declaration, the government 
| Stressed its intention to develop a sys- 
| tem of government firmly rooted in 
| Hongkong *and which is more directly 
| accountable to the people of Hong- 
| kong." The pledge was castigated by 
| Chinese officials, who saw it as some- 
thing akin to Britain giving the territory 
. independence. Under the joint declara- 
tion, China is to resume sovereignty 
| over Hongkong in 1997. 
| | Upon publication of the latest green 
| | Wio Hongkong Governor Sir David 
ilson said the key responsibility of the 
British and Hongkon 
during the run-up to 1 
ter 


governments 
7 is to adminis- 
ongkong efficiently and effec- 
_ tively. He said what form of govern- 
ment Spem will have in the next 
few years depends partly on the Basic 


"kong after 1997 that is now being 
à ed by Peking and will probably Be 
: E by China's National People's 
. Congress in 1990 — and partly on the 
"public's response o oe options 
sented in the n paper. Wilson 
stressed that the e Law is *a fact of 
life" that Hongkong people should take 
4 into account. 
7| Apart from listing direct elections as 


> NER 


i : 


|. 
| 

| 

| Law — a midi-comtitulión for Hong- 
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an option in the green paper, the gov- 
ernment has shied away from most 
other topics of constitutional signifi- 
cance raised in the 1984 green and white 
papers, such as the role, function and 
composition of Exco, certain powers of 
the governor and the relationship be- 
tween Exco and Legco. Neither did the 
new green paper raise the question of 
Legco's powers. The green paper did 
stress that the current political review 
will take fully into account the terms of 
the joint declaration. 

Hongkong's Deputy Chief Secretary 
John Chan said in a press conference 
that circumstances have changed since 
1984. He noted that the joint declara- 
tion has been signed, sealed and deliver- 
ed, the drafting of the Basic Law is 
under way and very divergent views on 
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— reform have been expressed. 
erefore, the government decided to 
narrow the aim and scope of the politi- 
cal review, he said. 


Wa: Sulke, a Hongkong Urban 
Council member, has argued that 
since the territory will be the only British 
colony which will not be given full in- 
dependence, London had the responsi- 
bility to ensure that a democratic politi- 
cal system was in place before the hand- 
over to Peking. Sulke suggested that a 
quarter of Legco should be directly 
elected in 1988, half in 1991 and by 
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1994, the entire Legco should be di- 
rectly elected. Such demands, regarded 
as moderate and и у Western 
standards, have been branded as radical 
and unrealistic by some conservative 
Legco and Execo members. Most of the 
political groups pressing for democrati- 
sation are only asking for 25% in 1988 
and half by 1997. 

The green paper listed four options 
on direct elections: 
» Adding a directly elected element to 
Legco, which now consists of appointed 
an indinsetiy elected members. 
» Replacing indirect elections under an 
electoral-college system with direct 
elections. 
» Abandoning the idea of direct elec- 
tions. 
» Agreeing that direct elections are de- 
sirable, but should not be introduced in 

988. 
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Another subject raised in the review 
is the future role of the governor as 
Legco president. It is proposed that the 
governor might appoint someone to 

reside over Legco in his place for speci- 
ic sittings or that he be replaced al- 
together as Le 2 resident — though 
not al his powers would 
Bobida be passed along to 
his replacement. The rest of 
the green paper deals with the 
selection and functions of 
municipal councils and district 
boards, neither of which now 
have much direct influence on 

central policymaking. 

Initial response to the green 
paper reflected the communi- 
ty’s polarisation over the 
democracy issue. The pro- 
democracy camp immediately 
castigated the green paper as 
short-sighted, ^ directionless 
and confusing — mainly be- 
cause it contains too many op- 
tions on what this group views 
as "trivial matters." The pro- 
democracy advocates accused 
the government of backtrack- 
ing from its 1984 position be- 
cause of pressure from Peking. 
The green paper's clear mes- 
sage, these critics said, was that 
direct elections would ad- 
versely affect prosperity and 
stability, hence the best move 
was “no change." 

A more conservative faction who, 
along with Peking, opposes moving too 
gue towards a more representative 

rm of government, warmly applauded 
the green paper. Members of this group, 
described the green paper as “objec- 
tive” and said it was correct for the gov- 
ernment not to review the powers and 
functions of Exco at this time, arguing 
that this might conflict with what the 
Basic Law drafters have in mind. 

With direct elections firmly proposed 
as an option, however, the scene is now 
set for a fierce battle for the hearts and 
minds of the Hongkong people. The 
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in everything from treatment to billing. eese through paper will free staff for more 
Using the HBO hospital system, ШШ important duties. Leading to greater 
running on Data General, all informa- efficiency and more personal attention 
tion comes on-line. With such a to patients’ needs. | 
г System, every department сап So put an end to paperwork. 
retrieve and update information, ‚ Consult Data General now. 
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| governmerit has repeatedly rejected 
calls for a referendum to decide whether 
there should be direct elections next 


4 " 
| yea 
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, but has instead earmarked 
i 9.4 million (US$1.2 million) to set 
up a survey office to collect public opin- 
jon on the green paper. 

. About 1.25 million copies of the 
green paper have been printed for dis- 
tribution. The public has until 30 Sep- 
‘tember to submit their views to the sur- 
vey office, which will compile a report 
or the governor and Exco before the 

of October. Two territory-wide 
"on polls will be conducted to 

r the views of the "silent major- 
ity.” Exco, with the approval of Lon- 
доп, will announce its decision on what 
to do early next year. 
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АЛ any people in Hongkong are sce 
WWE tical about just how much weight 
government will attach to public 
on in its decision-making process on 
democracy, given the unhappy experi- 
ence with public efforts to stop the 
building of a Chinese nuclear-power 
plant at Daya Bay on China's border 
ith Hongkong. In addition, attempts 
y many members of the public to stop 
age in Legco of the controversial 
ic Order (Amendment) Bill, which 
raised press freedom questions, failed 
to E any headway with government 
officials. 
~ . Analternative survey office has been 
set up by various political pressure 
groups to monitor the government's ef- 
fort. A number of Legco members have 
they would also conduct polls. 
n the past few months, Chinese offi- 
s have been lobbying hard against di- 
elections, asserting that political re- 
fo must “converge” with the Basic 
Law. A Hongkong official said the 
Chinese were taking their case to 
everyone who would listen. It is under- 
stood that the Chinese have threatened, 
| cajoled and intimidated — suggesting 
that to introduce direct elections next 
'ear would be a breach of the joint dec- 
laration and an interference in Chinese 
affairs. Pro-Peking publications have 
accused the Hongkong Government of 
deliberately creating controversies in 
_ order to energise the Hongkong public 
| into supporting direct elections. А 
= Asifto bolster Chinese suspicion, an 
| Opinion poll conducted by a local news- 
paper published on the day the green 
| paper was released said 73% of the peo- 
| ple interviewed supported direct elec- 
| tions — more than double the propor- 
. tion who did so in a January poll. 
| | Several Exco members said if the 
| government chose to ignore a clear 
| majority view in favour of direct elec- 
| tions, Hongkong would become “un- 
| governable." These members are also 
. | convinced that China could be per- 
% | suaded to permit some form of direct 
! | elections next year, because Pekin 
| моа not want to be seen as responsi- 

ble for stifling popular will. п 
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By Murray Hiebert in Bangkok 
ү ietnam recently completed а 
nationwide campaign in which offi- 
cials of the Communist Party of Viet- 
nam (CPV) and the government were 
criticised and expelled for corruption, 
embezzling, speculating in government 
goods and “decadent living.” The cam- 
"p began on 3 February, the party's 
7th anniversary, and ended on 19 May, 
which marks what would have been the 
97th birthday of the late Ho Chi Minh, 
founder of the Vietnamese communist 
movement. 

The CPV had faced an outpouring of 
public criticism during most of last year 
as it prepared for a party congress held 
in December 1986 (REVIEW, 1 Jan.). 
The recent purification drive appeared 
to have been an attempt by new party 
leaders elected at the congress, led by 

arty chief Nguyen Van 
inh, to rebuild public con- 
fidence in the CPV. 

“Not a small component • 
of . . . party cadres and 
members have become de- 
generate and deviant, lived 
an unbridled and depraved 
life, and been divorced from 
their ideals," the party daily 
Nhan Dhan commented in 
late May. The official Viet- 
namese press, which is nor- 
mally subdued, has been 
unusually candid in its 
description of crimes and 
misdeeds by officials in re- 
cent months. 

During the campaign, 
party and government offi- 
cials were tried for abusing 
their positions, demanding bribes and 
siphoning off government property to 
the black market. Two of the most fre- 
quent charges against cadres were “il- 
фу occupying land and possess- 
ing houses beyond the prescribed 
criteria" and using "special rights to 
buy motorcycles, radios with cassette 
players and refrigerators at cheap 



































































prices. 

In March, the army daily Quan Doi 
Nhan Dan reported the trial in south- 
western Vietnam of Ha Van Kha, dep- 
uty director of the Tay Ninh United 
Exports Corp., who had worked with 
private traders to buy and process ex- 
port goods. “They raised the prices of 
goods through speculation, pocket- 
ing millions of dong," the newspaper 


y е 

, Kha and his cohorts “also engaged 
directly in import with a number of 
foreign capitalist corporations to evade 
payment of over US$1 million in debts 
























Cadres called to account 


The party winds up a nationwide campaign against corruption 


to pe че. ше army newspaper re- 
ported. “Squandering state property, 
they bought fine houses and cars and in- 
dulged in debauchery.” Kha was sen- 
tenced to life imprisonment. 

In recent months, the Vietnamese 
press has reported these other inci- 
dents: 

» Le Viet Tan, director of the Hanoi 
Mechanised Water Conservation En- 
terprise, and several of his colleagues 
were caught cutting up a new crane 
and tractor-trailer, selling the pieces 
for scrap metal and pocketing the 
money. 

» In mid-April, a Hanoi court found 
Nguyen Van Dao, director of the Public 
Lighting Management Enterprise in 
Hanoi, guilty of extorting half an ounce 
of gold each from applicants seeking to 
work abroad. Dao was sen- 
tenced to eight years in 
prison and was fined Dong 
60,000 (US$750). 

» Doan Thanh Duc, 
former head of the Jour- 
nalist Association's Club, 
was tried in Hanoi in early 
May for secretly showing 
movies which “provoke sex- 
uality and sensualism and 
lower human dignity." He 
was sentenced to three 
years in jail. 

» Dang Van Hoa and sev- 
eral other truck drivers took 
"gold, silver and large 
quantities of goods to 
Laos to trade for opium," 
the army newspaper report- 
ed in March. "They were 
caught red-handed with 154 kg of 
opium." Hoa was sentenced to life im- 

prisonment. 

» Four security police in Ho Chi Minh 
City's first precinct were dismissed for 
drunkenness during the first three 
months of the year. 

» Nguyen Van Tap, a cadre in Hai 
Hung province east of Hanoi, "forged 
documents to misappropriate money 
belonging to families of fallen combat- 
ants and war invalids," Nhan Dhan re- 
ported in late March. 

Hanoi has not released figures on. 
how many party and government em- 
ployees were disciplined nationwide 
during the campaign. In March, Radio 
Hanoi reported that 3,000 cadres 
and members had been punished in 
Vinh Phu province, northwest of the 
capital, and that 500 were expelled from 
the party. In Kien Giang province in the 
south, 144 officials were fired or trans- 








In most developing nations, one need is more urgent 
than any other. Transportation. 

Without high-speed roadways and modern airports, 
much-needed projects must be delayed. Or cancelled. 
Dams go unbuilt. Remote hospitals remain on the drawing 
board. Land that could be used for farming is left 
uncleared and unirrigated. 

For many emerging nations the C-130 Hercules air- 
lifter, and its civilian counterpart the L-100, are making 
development possible without highways or sophisticated 
air terminals. 

To civilian authorities, the Hercules transport offers 
valuable versatility, with a proven record of dependability 
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and strength. As a cargo plane, it can airlift 50,000 pounds 
of heavy equipment or supplies. As a transporter of bulk 
fuel, it has a comparable capacity. Its turboprop speed and 
power make it a fast and effective passenger plane or 
hospital ship. 

Best of all, the Hercules aircraft is cost efficient to 
operate and it can fly into and out of undeveloped landing 
fields other planes can't reach. Fields of hard-packed snow 
or earth, even sand and gravel. 

You'll find L-100s and C-130s performing valuable 
work in more than 55 countries all over the world. In some, 
they're helping to protect a highly developed society. In 
others they're helping to build one. 





ELECTION 


' Vhile the going’s good 


Hawke opts for early election while ahead in polls 


By Hamish McDonald in Sydney 


B uoyed by M meia showing his 
Australian Labor Party (ALP) in a 
commanding lead over the divided con- 
servative opposition — and with econo- 
mic indicators nosing up — Prime 
Minister Bob Hawke has set aside 
promises to serve out his full parliamen- 
tary term and opted for an early election 
while the going is good. 

Referring to recent decisions to cut 
the federal budget and squeeze state 
spending, Hawke said his government 
now needed *a mandate to finish the 
job" from the Australian people and to 
end the “uncertainty and instability" in- 
jected into national affairs by the rejec- 
tion of some government legislation in 
the senate, where the ALP lacks a 
majority. Accordingly, both houses of 

arliament would be dissolved on 5 

une for an election on 11 July — about 
seven months short of the present three- 
year lower house term. 

Although few people hold prime 
ministers to their promises about the 
timing of elections, Hawke’s excuses 
were thin cover for a decision based on 
electoral advantage. The need for a 
mandate was contradicted by his own 

uick move to head off charges by oppo- 
sition leader John Howard that Hawke 
must have some unpleasant economic 
moves up his sleeve to be produced in 
the 1987-88 (July-June) budget due in 
August. Hawke said all the govern- 
ment’s economic cards were on the 
table and that no significant new mea- 
sures such as new taxes or major budget 
cuts needed to be taken. 

The list of obstructions by the senate 
is also rather short. The upper house has 
delayed passage of a new media owner- 
ship law (REVIEW, 4 June), and twice 
knocked back legislation for a new na- 
tional identity card which the govern- 
ment claims would save about A$900 
million (US$640 million) a year by 
stamping out welfare fraud. But this 
constitutional “trigger” for a dissolution 
of both houses has been primed for 
some months. 

Hawke was rather swayed by edgy 
colleagues and party officials who coun- 
selled that his political stars might not 
be in such a favourable pattern by year’s 
end. All opinion polls show the ALP in 
a strong lead, profiting from the disar- 
ray of the conservatives: the split of the 
National Party between southerners 
and followers of Queensland Premier 
Sir Joh Bjelke-Petersen; the purge of 
the Liberal “wets” by the economic 
Жога under Howard, and the break- 
up of the 40-year-old coalition between 
the two parties (REVIEW, 14 May). 


At the same time, financial markets 
had shown their approval of Treasurer 
Paul Keating's 3 May “mini-budget,” 
which promised to reduce the federal 
deficit below 1% of gross domestic pro- 
duct for the first time in six years, as well 
as strict limits placed on state govern- 
ment spending and borrowing. Com- 
mercial bank prime lending rates con- 
tinued their fall of recent weeks and the 
exchange rate held steady. The Fiji 
г meanwhile, provided a platform 
for Hawke the international statesman. 

If the current polls were reflected in 
the election, the ALP would increase its 
present 82 seats in the 148-member 
House of Representatives by about 10. 
In the senate, the election for the whole 
chamber means that Labor at least 
keeps the leftish Australian Democrats 
holding the balance of power. Other- 
wise a half-senate election that (without 





a double-dissolution) accompanies a 
lower-house election could have risked 
a majority of conservatives and anti- 
Labor independents. 


Tu early election decision suggests 
Hawke fears these advantages could 
dissipate over the year. On the political 
side, it was possible the conservatives 
could shake themselves down. The eco- 
nomic outlook was probably the greater 
worry. A further decline in terms of 
tradé was working through from Japan- 
ese price cuts for iron ore and coal, 
weakening the improving trend in Aus- 
tralia's serious current-account deficit. 
Rising interest rates in the US 
threatened to pull Australian rates back 
upwards, perhaps even before any 
benefit had flowed to the home 
mortgage belt. State governments were 





planning to recoup lost federal revenue 
from higher electricity and transport 
fares. March quarter statistics and sur- 
veys showed a decline in spending on 
pan and equipment, and depressed 
usiness investment plans for 1987-88 
suggested that Keating’s strategy of an 
export-oriented manufacturing re- 
surgence might be stalling. 
awke’s announcement did catch 
the opposition on the hop. Howard was 
embarrassed by comments from Liberal 
party machine chief John Valder, who 
called him the leader “at this time” and 
suggested new faces such as Elders IXL 
head John Elliott could still be brought 
into the Liberal team. Bjelke-Petersen 
— visiting Disneyland, California, as 
part of a US investment drive — had his 
threat called: to move to Canberra 
would mean resigning almost im- 
mediately his state premiership, with all 
its local power and privileges. 

After some days of evasion, Bjelke- 
Petersen said he would contest a lower 
house seat but that his Queensland Na- 
tionals would run their own campaign. 
The Liberals and southern Nationals 
pulled closer together, forming a joint 
ticket for the senate in New South 
Wales. Both groupings will make in- 
come tax the issue. Bjelke-Petersen 
proposes a flat 25% income tax rate 
(from the progressive scale up to 49% 
applying from 1 July), while Howard's 
yet to be announced scheme is rumour- 
ed to propose a two-step rate up to 35% 
plus income-splitting for families. 

While Bjelke-Petersen seems to feel 
under no obligation to cost his ideas, 
Howard has pledged for some time that 
when his policies of lower income tax 
and a reduced budget deficit are re- 
vealed they will *add up." Already, 
Keating has begun attacking Howard 
with the “where’s the money coming 
from" line so often used against a differ- 
ent ALP in the past, and pointing out 
that the only possible savings of the size 
required would have to come from a 
huge reduction in welfare and health 
services. 

But the “fistful of dollars" approach 
must be a concern to the ALP whose 
present majority would be lost with only 
a 2.3% contrary swing. Keating's only 
new carrot is a small family assistance 
scheme, to cost about A$150 million. 
Despite his experience in 1984, when 
a long campaign let the conservatives 
peg back a clear ALP lead, Hawke 
again let himself in for a seven-week 
haul to the elections, which will be in the 
gloom of mid-winter (for the first time. 
since 1943) instead of the usual pre- 
Christmas optimism of spring. 

But to most analysts it seems a hard 
election for Hawke to lose. That many 
in the opposition shared this view came 
in the decision by loyalists of former 
leader Andrew Peacock, who claim to 
have the numbers to restore him but 
would rather let Howard carry the elec- 
toral failure first. п 





A Yen tor growth, 
tomorrow. 


Japan today: the world's largest creditor nation, its second largest capital 
market. The growing power of industrial Japan fuels the rise of the Yen zone. 
Tomorrow the Yen, reflecting Japan's vitality, may become a reserve currency. 

Banque Indosuez first put its roots down in Japan in 1939, and has since 
grown steadily; its operations have become part of Japan's business and financial 
communities. Having eamed the confidence of the Japanese financial authorities 
and with its own securities trading house on the Tokyo Stock Exchange, Banque 
Indosuez is the bank best positioned to handle Yen-denominated operations. 

In sixteen Asian countries, and in 65 countries around the world, Banque 
Indosuez offers clients around the world a world of opportunities. 


BANQUE INDOSUEZ d 


Head office :96 boulevard Haussmann - 75008 Paris 
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Speed. Precision. Two words that are 
synonymous not only with bullet-trains but 
Japanese business too. So if you want to get 
the most out of your business ventures in one 
of the most prosperous countries in Asia, you 
need a bank that’s just as fast and precise. 
The Hongkong and Shanghai Bank has four 
branches to service your business needs in 
Japan, and more than a century 's experience 
exploring and developing trade and 
commerce in Asia. With over 1,300 offices 
in 55 countries, we are in an exceptional 
position to make bullet-fast, accurate 
decisions about your banking needs not only 
in Japan, not only in Asia, but anywhere in 
the world. 


So if your business is looking for the fastest, 
most direct track to success, talk to a bank 
that's going in your direction — the 
Hongkong and Shanghai Bank. 


Contact us today at our Tokyo office at 

1-2 Marunouchi 2-chome, Chiyoda-ku, 
Tokyo 100, Japan, our Group Head Office 
at 1 Queen's Road Central, Hong Kong, or 
your nearest branch of the Hongkong and 
Shanghai Bank. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East • HongkongBank 
of Australia * Hongkong Bank of Canada 
Wardley * James Capel * CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
EXCEED US$91 BILLION 
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Are Gaining New Identity Now 
at Nippon Steel 


That’s because we’re using our broad 
expertise in steelmaking technologies and 
applying this knowledge to the development of 
new materials, processes, and electronics. 

In order to meet user needs and to improve 
product quality, we carry out sophisticated, 
user-oriented tests. One example is evaluating 
the characteristics of NSC-produced silicon 
wafers in a variety of user-specific applications. 
Such in-house, user-oriented tests are rarely 
performed by wafer makers. 

Assessing the properties and applications 
of materials for electronic devices is a step which 
takes Nippon Steel far beyond the materials 
production stage. It helps to improve the quality, 
enhance the value, and realize the new potentials 
of various materials, including new ceramics, 
metal hydrides, carbon fibers, shape memory 
alloys and more. Our capabilities also include 
computer-aided microanalysis, plasma blasting 
and laser welding. 

As the next century draws near, Nippon 
Steel will continue to lead the way as a fully 
integrated manufacturer of materials and products. 
And as an innovator of new processes and 
services. For traditional materials of every type, 
and for advanced, value-added materials that meet 
the diverse needs of today’s high-tech industries, 
rely on Nippon Steel—the company that continues 
to identify future pathways to success. 


NIPPON STEEL 


Tokyo, Japan Telex: 22291 





_ Creative Alternatives in a Changing World 


-Wako Securities can help you reach your financial goals, 

- no matter how distant they may appear. 

- As specialists in Japanese securities and active participants in the key 

- American and European markets, Wako offers а complete line of 

. underwriting and investment services. 

i Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Research Institute help private 

E and corporate investors throughout Asia and the Pacific to maximize 

their investment performance while managing risk. 

B Wako's long experience and broad client base give us the expertise and 

— knowledge to design custom-made solutions to meet your specific goals. 


Wako Securities — meeting the challenges of global financial management. 


'Ọ wako 


0 SECURITIES CO., LTD. 


Head Office: 6-1, Koamicho, Nihonbashi, Chuo-ku, Tokyo 103, Japan 

Tel: (03) 667-8111 Telex: J24819, J28484, J28841, J23885 
—. Sydney Representative Office: 34th Floor, Westpac Plaza, 60 Margaret Street, Sydney, 
-New South Wales 2000, Australia Tel: (02) 231-6911 Telex: 70793 
... Wako International (Hong Kong) Limited: 27-0, United Centre, 95 Queensway, Hong Kong 
.. Tel: (5) 283-986 - 91 Telex: HK83677, 60244 

eas Network: Rahrain Paris London. Geneva. Zurich. New York. Los Anaeles 





Only-just-possible 
dreams ina 
nightmare market 


By Darryl Gibson 


estled along the banks of the Tama River at the south- 
N ern edge of Tokyo, Denenchofu is a leafy green resi- 

dential enclave that is probably the closest vision of 
heaven on earth available to a Tokyo homeowner. Most 
houses and apartments have far more floor space than the Ja- 
panese national average of 87 m2: most have gardens, anda 
few, lawns and swimming pools. 

The inner streets are mostly gently curving, tree-lined 
places where children can toss a ball or ride a bicycle without 
inordinate fear of a traffic accident. Within walking distance 
of almost any corner of the district are parks, temples and 
shrines. Yet even Denenchofu, the Beverly Hills of Japan, 





Denenchotu... and how the other half lives. 









Ken Arbour, vice-president of Sky Realty, a Tokyo prop- 
erty firm specialising in foreign rentals and offshore develo: 
ments for Japanese business, said even basic housing within 
Tokyo has reached the Y 100 million mark and prices show no 
signs of easing. “Demand far outstrips supply and prices are 
getting higher and higher. Even most of our Japanese cus- 
tomers are now more interested in buying in the US, Canada 
and Australia," he said. 

For the Japanese Government, the challenge of raisin 
housing standards closer to those in the rest of the develope 
world is staggering. Across the country, 94% of Japanese 
homes had tap water available in 1983. but only 58% had 
flush toilets and in 1985, 6695 were still without sewage 
facilities, according to the housing handbook. In Tokyo, 
parking space per capita was a paltry 2.1 m2, far below the 
12.2 m? in Paris, 23.8 m2 in Chicago and 37.4 m? in Bonn. 

In a recent interview, Shuji Yokoyama, president of 
Daikyo Kanko, a major condominium builder, told the 
Asahi Shimbun that land prices have raised construction 
costs to the point where the average salaried worker in Tok o 
can no longer afford even a condominium, let alone a de- 
tached home. 

With an average yearly income of X6 million, a first-time 
home buyer generally can carry a Y30 million purchase, 

























is a microcosm of the destitute state of Japanese housing. 

Within a stone's throw of a newly built Japanese-style 
house currently on offer at a Staggering ¥2.84 billion 
(US$20.4 million) is a chain-link-fenced city reservoir sys- 
tem. Just down the hill from the developer's dream house, 
across the road from a seedy Chinese restaurant and around 
the corner from a food-processing plant, is a 320 million 
"family home" that has been so tightly squeezed on to an in- 
adequate piece of land that part of the garden has been built 
within the four walls of the home. 

And not 500 m from the family home sits a piece of “farm- 
land," considerably larger than the site of that house, where 
the erstwhile urban farmer judiciously plants two Crops a 
year and just as judiciously allows them to rot to avoid paying 
taxes on the land. 

Another few hundred metres from the farm, a ready- 
mixed concrete plant roars from dawn to dusk. And on the 
edges of Tokyo's Beverly Hills lies an agglomeration of park- 
ing lots, overgrown fields filled with resting construction 
equipment, raucous shopping areas and one of the capital's 
busiest ring roads. 

But wealthy Tokyo residents will still hand over huge 
sums for the relative peace of Denenchofu. In most other 
parts of Tokyo, conditions are ема worte. 

According to the Housing Industry Handbook, average 
rental space in Japan in 1983 was a mere 45 m2 per unit; pri- 
vately owned and occupied homes and condominiums aver- 
aged 111.8 m2. 
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Yokoyama said, but in Tokyo “you can't buy a 20 tsubo 
[66 m?] condominium for #20 million.” 

Yet in a September 1986 survey by the Prime Minister's 
Office, nine out of 10 heads of households in Tokyo, Osaka 
and Nagoya said their dream was to live on 150-200 m? in a 
single-family, detached house within 60 minutes from work. 

Narrowing the gap between dreams and reality is sup- 
posed to be part of the latest programme the Japanese Gov- 
ernment is devising to cope with complaints from foreign 
trading partners that the Japanese economy is too dependent 
on external trade and not enough on home-grown demand. 
But few firm proposals have been made to date. 

Tetsuo Kondo, director-general of the Economic Plan- 
| ning Agency, which is charged with designing a ¥5 tril- 
lion supplementary spending programme to soothe dis- 
gruntled trading partners, said much of the demand-stimulat- 
ing package will be dedicated to improving Japanese hous- 
ing; but beyond public-works programmes to upgrade sew- 
ers, roads and services, most other details have not been de- 
cided. 

Housing loans are already available at rates of 8% 
less, but even the loan programmes often militate against 
overall improvement in Japanese housing standards. In 
many cases, to qualify for special assistance in the form of 
lower-cost loans, homeowners are forced to accept floor- 
space limitations which mean they have to build smaller 
homes than they would have otherwise decided upon. 

Inheritance-tax provisions can cause such massive dam- 
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age to family finances that even modest land parcels are 
broken into ever-smaller plots, simply to avoid paying exor- 
itant taxes. d 
‘In one recent case, a family with à pleasant detached 
use in central Tokyo decided to split their plot in half and 

Цаа series of single-room apartments on one side for ren- 
and a much smaller house on a smaller piece of land on the 
her half, to avoid crippling transfer taxes expected when 

the landowner dies, 

Many pieces of unproductive urban “farmland” in major 
jes remain fallow and off the housing market because 
ath duties and inheritance taxes can be dramatically re- 
ced and property taxes kept at ridiculously low rates for up 
a decade, as long as the son or daughter inheriting the land 

romises to “farm” it for 20 years after becoming the owner. 

Urban taxation can also weigh against the formation of 
'asonable pieces of land; this is because taxation tends to be 
оге heavily weighted towards "resident" rather. than 

ner,” and alarge landowner can maintain several plots in 
any locations without being forced by tax considerations 
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But a t f ! Has n a 
major plant in Japanese tax-revision plans, and the powerful 
farm lobby, already being forced to accept some concessions 
because of foreign pressure on Japanese agricultural mar- 
kets, is unlikely to accept any new tax burdens which would 
force its members to develop urban "farms" or consolidate 
small farms on the outskirts. 

'The Liberal Democratic Party said recently that it would 
seek to tighten controls on urban farmland to bring tax rates 
more in line with residential rates. But with 79% of Tokyo's 
1,874 ha of urbari farmland still outside current provisions for 
tax equality, the changes are unlikely to be accepted quickly. 

Quirky, often capricious, building codes also remain obs- 
tacles to improvement of the housing stock, and the govern- 
ment has yet to take hard measures to improve matters here. 

Most Japanese private housing is still built by tiny con- 
struction firms — often involving no more than a couple of 
part-time labourers and a skilled carpenter or two — and 
bureaucrats appear reluctant to change standards and certifi- 
cations to allow (particularly imported) housing systems into 
the market. п 
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.| The tightest of 
| closed shops 
| Still prospers . . . 





By Bruce Roscoe 
apan's gangster-infested construction industry employs 
some 10% of the nation's workforce, takes in annual in- 
vestment of around 20% of GNP — and is the closed 
shop which probably will be the last to accept foreign com- 
petition on home turf, despite the billions of dollars-worth of 
. overseas projects awarded each year to Japanese construc- 

tion companies. 
Japanese construction companies do not compete with 








each other for work — they collude and conspire, in closed- 
off rooms in restaurants where a prime contractor parcels 
out pieces of a project to general con- 
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trillion (US$6 billion) project, but has had no success of no 
But before foreign companies can participate, they must | 
licensed in Japan, and, after a wait of some years after ap 
cation, only two (both US) contractors have receiv 
licences, Once licensed, foreign contractors in any eve 
could not operate without the cooperation of local subco 
tractors, and it would be reasonable to expect that inte: 
industry pressure would thwart such cooperation. 
The Osaka airport project is important not just for itss 
Major American contractors have much more experie 
than their Japanese counterparts in building airports on t: 
scale of that proposed for Osaka. Moreover, their ser 
and equipment at US$1:Y 140 are bound to be more co 
tive than local costs. 
If the Osaka project as a test case fails in opening up 
billion-dollar projects to outside competition, foreign c 
panies stand to miss out on even bigger projects. Ten t 
the value of this airport is a string of 11 projects proposed 
Tokyo Bay redevelopment. Some of these may not get off 
ground, but the dire shortage of Tokyo office space will pr 
ably assure that most do, . | 
Land is coming available from sales by the former J. 








tractors in return for cash and gifts before 
the ground-breaking ceremonies com- 
mence. 

General contractors then reserve 
rooms. at lesser restaurants. Their 
guests are subcontractors, who must 
produce enough cash to be certain of 
winning a piece of the smaller pie. 
In English, this is called "bid-rigging": 
in Japanese, dango. The difference 
is that in Japan, nobody apologises for 
it. 

This is the system which Japan's 
construction majors in general, and 
the managers of the airport company 
for the new Osaka international air- 
port in particular, claim foreign gov- 
ernments and construction. companies 
"do not understand." In fact, they 
understood it so well it was scrapped 
decades ago in favour of a system of 
tendering which recognised competi- 
tive advantage and guaranteed cost con- 
trol. 

Overseas, big Japanese construction 
companies have been able to short-circuit 








| Tokyo Bay reclamation: a major boost. 








tendering in many cases and re-introduce 
their own dango-dinner procedure, by financing an entire 
project, or by buying the job. 

At home, the system ensures that most of the nation's 
520,000 contractors will usually have some work. Were bid- 
ding introduced tomorrow, the industry would be in the 
throes of a colossal shakeout, creating a wave of mergers and 
acquisitions, and forcing many tiny operators into bank- 
ruptcy. 

Police estimate that as тапу as 1,000 construction firms 
are under the control, or at least indirect influence, of gang- 
ster syndicates; and official police figures show that nearly 
30% of all corruption cases — mainly bribery — implicating 
national and local government officials are tied to the con- | 
struction industry. | 

No international trade forums or procedures deal with | 
construction. — unlike trade in manufactured or other pro- | 
ducts, which can be addressed by Gatt. So foreign con- 
struction companies wanting to participate in Japanese pro- 
jects must. rely on their governments to negotiate bilateral 
deals. 

The US is attempting to persuade the new Osaka airport 
company to accept US contractors’ bids for some of the 1 
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> Kinshicho Station area: Also a freight yard, the 44,000 m2 















National Railways and land-fill projects in the bay. Offi 
cially under way from 1 April, the projects are sanctioned b 
the construction minister and mayor of Tokyo, and won pol 
tical approval for their prospect of giving a big boost t 
domestic demand. 

. The demand for office space alone may make most of t 
projects self-financing, as commercial tenants will book 
advance and pay several months’ — if not years’ — rent to se 
cure space. This money can finance most and in sóme case 
all ofthe construction costs, just as a new department store 
nances itself by demanding up-front money from the man 
private stores which will do business under the retail um 
brella of a major department store's name. ; 

The 11 projects, as documented by a Jardine Filem 
(Securities) report, are: : 
» Tokyo Station: A 40-storey building over 60,000 
which would become Japan's biggest, is planned to repla 
the present station, and a number of buildings on the west 
side of the station are to be redeveloped. ~ ~ | 
> Shidome Freight Yard: 200,000 m? of land near Ginza, to 
be used for office and other property development. 
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te is now being converted into shopping and office blocks. 
“Ebisu Station area: Office tower-blocks are to be built on a 
06,000-m? area, to be vacated by Sapporo Beer. | 
Мо. 13 Polder Teleport: Office and cultural buildings апа | 
satellite earth station are to go up on a 983,000-m? plot of 
eclaimed land. | 
| River City 21: Five 40-storey residential tower blocks | 
nned along with various office complexes. | 
Shibaura Wharf: Three wharves are to be scrapped, and 




















more land reclaimed to provide space for office buildings. 
» Harumi Island: The island may be extended by 200 m, 
and some warehouse owners and industrial operators may 
relocate their facilities to provide space for office build- 
ings. 

> Toyosu Island: A planned island of 1.9 million m2, proba- 
bly for office space, and the biggest of the redevelopment 
projects. 

» Haneda Airport: The airport is being moved to a newly re- 
claimed site, vacating a 20 million-m? site for a park, and of- 
fice and possibly housing complexes. 
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! Less work? 
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ed as a key factor in its 
success, Japan's much- 
bour flexibility is now a 
' factor in slowing the impact of 
ong yen on the restructuring of 
dustry. Long — and for some em- 
s, lengthening — working hours 
! at a time when there are growing 
within the government for la- 
ir hours to be cut; but few are 
cially, the figures point toa de 
both working hours and the 
| ove inline) with th 
'outlook. 
ever, working 
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account for the bulk © 
force, are believed to 
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ment system, 


bid to cut fixed overheads. These 
moves, however, have marked a 
much more basic shift that has 
been under way for some time — the 
drift towards using part-time work- 


The Ministry of Internatonal Trade 
and Industry (Miti) has made repeated 
calls for a reduction of the standard 
working week from 48 hours {о a more 

. internationally standard 40 hours. | 

C. The biggest breakthrough here oc- 
curred last year, when Japan's banks 
decided. to close two Saturday 

^7. ., month. There has been little addi- 

-tional progress, though government 

-offices are at present being pressured 

‘to shut two Saturdays a month from 
the start of next fiscal year — a move 
which is under study. СЕ 
As part of this, Miti has adopted а 
public profile, at least, of pressuring 
© corporations to. shift. to a five-day 
working week. In the latest report by 
| aekawa, former governor of 
“the Bank of Japan and a personal a 
<> су ег to Prime Minister Yasuhiro 
© Nakasone, on the steps needed to cut 








the last year sich figures. 
are available. But the figures includ 
employees who have a two-day 
weekend only once a month. 
The number of employees with a 
standard five-day w | k 
totals just 6.1% of the 


ployees have only one or tw : 
weekends a month, with 3 
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only applies to a 

or part of its work- 
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modified as the - 

rate world fights © 
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The country's ship- 
building and steel in- 
dustries have announc- 

idely publicised 
porary layoffs and 
early retirements, 
along with plans to . 
transfer employees Чо 
affiliated companies 
and new companies, as 
they try to stay afloat. 
‘Most other large or- 
also 























As highly trained and dedicated 

professionals we will confidently 
do our utmost 

to make any flight 


Because of Michikos tirelessness, with us as enjoyable as possible. 
no other airline can offer you this: 










As the world's 
number one IATA airline we 
will maintain the highest standards 
of service, as befits 
our leadership position. 


As Japan's international airline 

we are bound by our own unique 
corporate sense of honor 

to fulfil these promises. 





YAPAN AIR LINES 
16 a guaranteed pleasure. 


Travel JAL First or Executive Class and eniov our Hotel Гуел Dian in ta- шас... PT 


There are two great myths about 


The first is that they are 
complicated. 


The second is that they re not. 









. 1n 1986, swaps emerged as one of 
test new products developed by the 
tment banks. 

Sd They also became the most 

tood. 














sunders 
While some companies 
considered them too intricate and 
exotic for their immediate needs, 
others (conversely) thought swaps 
were far too simplistic for their 
complex long-term strategies. 

A few brave treasurers 
ТИР from both camps decided to test 
the water and, almost overnight, a star was born. 
We'd like to explain why. 

A swap is no more, nor less, than 
the trading of one type of financial 
commitment for another. 

For instance, you've borrowed at a 
floating rate, but your income during the debt 
period is fixed. 

: Obviously, you don't like the 
exposure of mismatched income and debt 


Streams, so you simply swap your floating rate 
for a fixed one. 

















Or youre in for a tough 
time because you have US dollar 
assets and Yen liabilities (who 
| doesn't?) 

So you swap your Yen 
debts for US dollar debts. 

Or your Swiss Franc 
assets for Sterling. 

You can even swap a 
floating debt in one currency for a 
fixed one in another. 

By now youre asking: 
how can anything this good be 


simple? 
Like this. 
You want to swap your floating 
interest rate for a fixed one. 
| You're paying LIBOR + 4% right 
now, which is say 7%. But you believe the rate 
will rise over the period of the debt. 








For further information contact your Chase Relationship Manager or one of our swaps desks Bangkok 2-252 1141 
Beijing 1-5005566 Bombay 22-274516 Hong Kong 5-8431218 jakarta 21-5782213 
Kuala Lumpur 3-2610011 Seoul 2-7585211 Singapore 5304432 Taipei 2-5213262 Tokyo 3-287-4153 


Chase offers you a fixed rate ‹ 

say, 795. cU 

We then agree to pay you the © 

floating rate and you pay us the fixed. 
If the rates rise, you win. 

And even if they don't, you still 

— because now you've created interest rate 

certainty. 










In fact, short-term maturity i 
rate swaps have become so popular, y 







them on the screen. 

We offer to swap intere 
a wide range of maturities based on 
which we quote on the Reuters screen. 
the only bank that does. : 

So when you find the one y 
need, you just call us and execute the swa 

Okay, so it all looks wonderfu 
simple and you're very happy for the treas 
who can use those swaps, but you've big | 
problems than mismatched interest rates or 
currencies, ux 























Let's say you have an oil-base 
income and long-term Yen debts, and th 
future is looking pretty exposed. E 

We can do swaps that wil | 
substantially reduce your exposure by mat 
your income and expense streams. 

We can do swaps that will solve 
problems so complicated, it would take all day 
to explain them. a 
So call us and tell us about your 












































problems. 


We'll listen, then explain what we. 
think we can do for you. 


Maybe the answer won't even be a 













Swap at all. 





But there will be an answer. = 

Because we're a global bank with a 
network doing business around the world, a 
a staff of professionals with a thorough 
command of the growing range of new financ 
products and services. 

Which means more solutions t 
you have problems. 
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Centuries old and 374 feet long, the White Horse 
at Uffington lies cut into the earth's greenery Unlike 
anything pre-existing, it was the fruit of man’s fertile 
imagination. 

At Epson we view new and fantastic ideas like 
living seeds. And in kind, give them space, air and 
light, and the skilfulness of our engineers, to blossom 
into the innovative products and technologies that 
have always put Epson a step ahead 

It's no surprise Epson were the first company to 
develop a printer small and fast enough to work in 
a calculator. Or the highest quality and performance 
printers; ranking Epson as the world's leading printer 
manufacturer 

We were also the first to produce a desktop 
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JAPAN: SEIKO EPSON CORPORATION Tel. (0266) 22 
Tel. 5-282555 Teiex 65542 TAIWAN: EPSON ELECTRONICS 
SARANA HITECH SYSTEMS Tel. 711043 Telex 44199 


3131 Telex 3362435 SINGAPORE: EPSON ELECTRONICS (S) PTE 
TRADING (TAIWAN BRANCH) Tel 2 
MALAYSIA: EQUATRON (MALAYSIA) SDN. BHD. Tel: 75583 


The fruit of the garden 


performance computer compact enough to fit into a 
briefcase. And a flat-screen, high-resolution LCD TV 
tiny enough to fit into the palm of your hand 

Epson's goal remains steadfast To create 
products and means which enhance 
daily life. Like our impressive 
selection of IBM* PC compatible 
computers with easy to use 
features, at an easy to enjoy cost 

As for what's next, it’s hard to say. 
Except that we will continue to nurture the 
ground-breaking ideas that, like seeds in a bountiful 
garden, become the fruits which in turn nourish us all 


IBM is a registered trademark ot internationa! Business Machines Corporation 
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48/9 Telex 24444 BANGLADESH: FLORA 
Telex. 39840 PAKISTAN: ABM DATA SYSTEMS LTD Tel. 540574 Telex 
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Epson. Where anything is possible. 
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THE BUDGET 







By Richard Hanson 
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tion of the yen has hit certain 
sectors of the economy hard 
and pushed up unemploy- 
ment, and, more urgently, 
because Japan needs to pla- 
cate the Americans, who are 
upset over the bilateral trade 
deficit. 

While bureaucrats at the 
Ministry of Finance (MoF) 
argue that efforts to bolster 
domestic growth — no matter 
how effective — will do little 
to solve Japan’s (or the US’) 
external imbalances, they are 
being forced to come up with 
an emergency programme of 
budgetary and other mea- 
sures. 

The fiscal 1987 budget 
(which runs from 1 April to 























the fiscal year. 





Nakasone reckon should 
include fiscal measures 
amounting to more than ¥5 
trillion (US$35.7 billion), or 
about 1.7 times the sup- 
lementary budget passed 
ast October and twice the 
size of the boost given the 
economy in fiscal 1978 — the 
last time Japan agreed to act 
as one of the locomotives for 
the world economy. 

The supplementary bud- 
get package is expected 
1o be ready in August, and 
will include yet-to-be-deter- 
mined amounts of funds for 
additional central- and local- 
government X public-works 
spending, especially projects 
that have low land-acquisi- 
tion costs and wider rip- 
ple effects on the eco- 
nomy. Tax subsidies for re- 
search and development by 























This is partly because a shar 





Stimulation is 
needed, but 
how to do it? 


he Japanese Government has relied heavily on mone- 
Т: policy to stimulate the economy over the past two 
years, cutting the official discount rate several times to 
an unprecedented 2.5%. It is now und 
stimulate the domestic economy, 


per-than-expected apprecia- 


BUDGET DEFICITS COMPARED 


Local 
government 


Central 
government 


(% of GNP) 


Source: MoF. All figures for 1984 





31 March 1988), has been passed, and the ruling Liberal 
Democratic Party (LDP) has asked the MoF to “front-load” 
an unprecedented amount of public-works spending. That 
means contracting out at least 8096 of work in the first half of 


The next task is to piece together a supplementary 
budget, which the LDP and Prime Minister Yasuhiro 































er strong pressure to 
by whatever means it has 





private industry, 


try 


zero growth in general expenditures by the central govern- 
ment. Does it mean abendouing the government's medium- 
term fiscal programme, which calls for the elimination of 
deficit-covering bond issues by 1990? | 
The brief answer to both those questions seems to be a - 
qualified no. The issue is now complicated by the fact that 
Nakasone is now scheduled to resign by October this year. - 
He has pledged strongly to maintain fiscal austerity. But his 
successor might feel less constrained. f 
Not surprisingly, conservative MoF officials are reluc- 
tant to stray from the course of fiscal austerity, even though 
they know that the pressures to be more flexible cannot 
be completely ignored. Opinions within the MoF differ, 
but only by shade, not sub- 

stance. in 
A senior official in the 
MoF's policymaking sec- 
retariat told the REVIEW: 
“The 





Social 
security 


tained, but it is almost | 
the consensus [іп the MoF] 
now that stimulating domes- - 


phasis will shift from consoli- - 
dation [of the budget 
deficit] to domestic expan- 


to depart from the 1990 goal 
of reducing deficit-covering 
year except US (1983) and Japan (1985). bonds." 

an official in the 
budget bureau, asked about 
the 1990 goal, simply pointed to a 7 April LDP policy 
statement. The LDP called for a large-scale supplemen- 
tary budget and the expansion of domestic demand. How- 


ever, the policy guidelines include a reminder that ad- - 


ministrative reform should be "pursued coe and 
that the goal of ending deficit-financing bonds by the end 
of fiscal 1990 should be maintained. 


stantial shift in fiscal policy to 
a more free-spending mode. 
However, as far as the MoF is 


still that current fiscal policies 
are exactly what is needed to 
repair (or at least contain) the 
excesses of fiscal policy in the 
1970s. 

Some of the salient points 
in the debate are: 
> The population is get- 
ting older. The MoF worries 
that it will be hard pressed 
to meet the government's 
obligations as the popula- 
tion ages rapidly in the 
19905 and the 21st century. 
By the mid-1990s, social- 
welfare payments could out- 
strip the amount being paid 
in to social-security ac- 


i articularly machinery makers, are being | 
considered, as well as more incentives for the housing indus- — 







tic demand is also neces- | 
sary.” He added: “The em- 


sion. And it might be possible - 
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There are any number of d 
arguments over the possible | 
economic impact of a sub- | 


concerned, the key point is - 
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counts, thus forcing contributions from the general account. 

` That is a serious prospect, but at least some govern- 

' ment economists think this potential drain on the budget 

| could be avoided by raising the fees being paid in and 

| lowering the premiums being paid out; this is already being 
ne. 

Because it is still in a relatively early phase of the maturing 
|- process, Japan at this stage enjoys a large surplus on the so- 

| cial-security account. Paradoxically, that means Japan's gen- 

eral government budget deficit (central, local and social- 

security funds combined), appears to be a tiny 0.8% as a pro- 

rtion of its GNP. The ratios in the more mature societies of 

the US, Britain and West Germany are 4.9%, 3.8% and 
1.9%, respectively. 

Americans have used these figures to argue that Japan can 
| afford a bit more government debt now. The МОЕ says its 
| eentral-government debt is already too high, and that social- 

| security surplus peaked two years ago, when fees were lifted 
| sharply. Ten years from now, Japan will look more like the 
| US. But the MoF has better ways of explaining why the 
| deficit, even as it stands, is 
_ menacingly large. 
> The size/cost of deficit financ- 
ing. The US, Britain, West Ger- 
many, France and Japan all ex- 
perienced a sharp increase in 
their budget deficits starting 
in 1974, after the first oil 
crisis. 

That was hard for Japanese 
officials to swallow. Post- World 
War 11 thinking on fiscal policy 
began in 1949, when the Ameri- 
can Occupation authorities com- 
pelled the government to bal- 
ance its budget — the so-called 
Dodge Plan. But the govern- 
ment was unable to either cut 

| budget spending or raise taxes to 
make up for the deficit. 

All the other nations named, 
except Japan, began to shrink 
their budget deficits again by 
1975-76. By fiscal 1979, when it 
was playing locomotive to the 
world economy, Japan's debt- 
to-budget spending ratio finally 
ее at a dizzying 34.7% (the 

S budget deficit never topped 
26% , even while President Ronald Reagan was spending his 
government into a fiscal mess). 

It has taken Japan six austere years to bring the ratio back 
below 20% for the first time since 1975, when large-scale 
bond issues were just getting under way, But the accumu- 
lated costs are enormous. 





20% of its general account to service the outstanding 

national debt, now at around ¥150 trillion, The growth 
of Japan’s public debt has, happily, coincided with a slacken- 
ing of demand for private investment funds. So the govern- 
ment has not faced major problems in selling its debt. 

But MoF officials say the debt-servicing burden has 
caused a “loss of resilience” in government financing. They 
do not mind an increase in construction bonds — those that 
can be seen as funding real public-works spending — but they 
shudder, for example, at the thought of paying for stimula- 
tive tax cuts through more deficit-covering bonds. 

The MoF pleads that it is irresponsible to load the next 

eneration with debt just te achieve some short-term crank- 
ing-up of the economy. They recall that the anticipated bene- 
fits of bolstering the economy in the 1970s were lost (albeit, 


Т> year, the government will spend slightly more than 











mostly due to the second oil crisis), leaving nothing but more 
debt. 

The Economic Planning Agency (EPA) reckons that it is 
virtually impossible now to “grow out of the deficit” by tak- 
ing measures to stimulate the economy. The multiplier effect 
of pump priming in Japan creates more deficit than addi- 
tional tax revenue. There is the additional dual problem of 
where the money would come from and where it would be 
spent. That has been the subject of intense, though so far in- 
effectual, debate. 

» So where is the money? Ideally, what the MoF would like 
to do is to spend money now that it knows it can make up for 
later in the form of higher taxes. 

The self-imposed belt tightening of the 1980s is a reaction 
to the fiscal gluttony of the 1970s, which saddled the country 
with an enormous amount of public debt and no effective rev- 
enue alternatives. Two prime ministers, Zenko Suzuki and 
Nakasone, decided to make administrative and fiscal reform 
a top priority following an earlier bungled attempt to intro- 
duce a large-scale value-added-type sales tax to raise 
revenues in the late 1970s. 

In a 1979 general election in which a sales-tax proposal fig- 





ured prominently, the LDP came close to losing control over 
the legislature. At the time, the public was also being treated 
to a rash of scandalous reports of public-sector waste and cor- 
ruption. 

It took seven years before the MoF and the LDP could 
dare another attempt at tax reform, and then only on condi- 
tion that the measures being contemplated — income-tax 
cuts, a sales tax and abolition of a tax-exempt small savings 
deposits — be revenue-neutral. Tax cuts are to be paid for by 
tax increases, though most suspect that "neutral" would soon 
turn into à net rise in tax revenues. 

Unfortunately, the current tax reform has also run into 
trouble, with the public opposed to a sales tax, even though, 
the eventual need for new taxes is acknowledged by most of 
the opposition parties. While the government's tax-reform 
package is bogged down in a legislative stalemate, it is dif- 
ficult to predict just how next year's budget will develop. 
Compilation begins in the summer, while the debate on the 
supplementary budget peaks. 

But the government has one strong revenue card left to 
play, in the form of potential revenues from the sale of its 
shares in the newly privatised telephone company, NTT. 

Revenues from sales of NTT shares, by law, are to be 































educing taxes. MoF 
“because NTT funds are 





government will get from NTT as a result 
of a tripling of its price (from Y 1.2 million a share to around 
*3 millions since being sold to the public earlier this year is 
just too tempting. At current market prices, NTT would 
bring in Y4-5 trillion a year for the rest of the decade, or 
roughly the scale of the expected supplementary budget this 
summer. 

One other aspect of the fiscal-policy debate that is often 
obscured by the problems of the central government is that 
there are two other tiers of spending that do not face a fiscal 
crisis — local governments and the central government's fis- 
cal investment and loan programme (FILP, which doles out 
financing to governmental agencies). 








works spending in Japan, and is in good financial shape 

now, having recovered from bad times in the 1970s. 

While the central government cut its budget deficit by 4.1% 

this fiscal year, local governments increased theirs.by 21.7%. 

ЕВР funding was boosted by 22.2%. With those funds added 

| in, total public-works spending will be up 5.2% this year, 
despite austerity at the national level. 

If it is now obvious that the government has more money 
to spend than its likes to let on, and that construction bonds 
could be used if needed, there is still the problem of whether 
the government can come up with effective ways of spending 

its money — at least, sufficiently effective as to be worth a bit 
"Of fiscal freewheeling. ' 

> Who gets supplemented? Inorder to construct a vital 2-km 
stretch of connecting highway in Tokyo, the Tokyo govern- 
ment is paying about ¥1 trillion, or the equivalent of four 
years of the Tokyo government's entire public-works budget 
— and 99,8% of that is for land. 

Soaring land costs mean that traditional public-works 
spending probably has a lower multiplier effect on the eco- 
nomy than a tax cut. That is why the EPA emphasises that the 
spending boost it will package in the supplementary budget is 
on an "emergency" basis — not a re-opening of the pork bar- 
rel for politicians. 

The other serious drawback in Bovernment plans and ac- 
tion so far is that , politicians and landowners aside, the major 
beneficiary is the already booming construction industry in 
the Tokyo area. Tokyo in fact has a serious shortage of skill- 
ed construction workers, which makes public-works spend- 
ing even less efficient. . 

Efforts to stimulate housing construction — by making 
more cheap loans available and giving tax breaks — have 
been remarkably successful. But this also primarily benefits 
the construction industry, not the depressed steel industry or 
export-dependent manufacturers. 

Ideas on how to spend public money more effectively 

abound — rebuilding Tokyo's highway system into two or 
three levels instead of one, for example. Some private 
economists suggest that what the domestic economy needs is 
a much larger supplementary budget than the Y5 trillion 
being contemplated, in order to be effective. 

That seems to be out of the question for a simple reason: 
MoF officials, in their heart of hearts, do not believe fiscal 
policy really has much to do with (or can do much about) the 
problems faced. by the economy, and on the trade front. 
Moreover, there is remarkably little sense within the ministry 

.| that the economy is doing all that poorly. р 
ТВ is why MoF officials will do their best to stick to the 

fiscal-reform grind — which they do take seriously — even if 

that requires a few quick economic fixes along the way. 


l ocal government accounts for about half the public- 


* While there is no chance in the foreseeable future ofreturn- 


ing to the good old days of balanced budgets, the МОЕ does: 
not want to add to a dilemma it had a hand in creating more. -| 


than a decade ago. 
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It was a world of the hilarious... like Prince N 
dom Sihanouk's white elephant, which atta 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre ... like the 1 iki 
poisoner who massacred a bank’s Staff for a haul 
us$800. ЖАЫ 

It was a world of the touching . ‚+ like the sla 
children of old Shanghai, plunging pathetic, cla 
like hands into vats of boiling water to prepare в 





















cocoons for spinning, 


Hughes saw and reported it all. This selection 
from more than 10 years of his regular column 

Far Eastern Economic Review takes the reader o 
the trail with the original Barefoot Reporter. : : 


To: Publications Division, 
FAR EASTERN ECONOMIC REVIEW 
G.P.O. Box 160 Hongkong. B 
Yes! Please send | copy(s) of the Barefo 
Reporter for which I enclose US$7.75 each, 


For surface mail delivery add US$1.00 and for airmail 


delivery add US$3.00 per copy. Арен 1 BRR 
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LOBBIES/THE BUREAUCRACY 
An amorphous 


body of rather 
tired officials? 


By Bruce Roscoe 
| n à hall of mirrors, it is impossible to pinpoint the precise 





location of an object, and difficult to count how many ob- 

jects the hall might contain. Japan's bureaucracy must be- 
long in such a hall, because every time it is viewed from 
the outside, it appears magnified, its shape contort- 
ed, and nobody can put their finger on its power centre. 

Often described as all-powerful, the 
civil service is said to draw the best brains 
from the best universities, carrying on a 
tradition of social control through ad- 
ministrative procedure that dates back to 
Confucian China. 

In today's Japan, it is easy to say the 
bureaucracy runs everything. But that is 
not true. The notion is more a part of the 
Western mythology that has built up in 
an international effort, spearheaded by 
American academics, to "explain" 
Japan. 

Take the Foreign Ministry. For a 
country which boasts the so-called free 
world's second-biggest economy (after 
the US), and which is much richer in 
terms of overseas assets that the Opec 
oil-exporting nations ever were, no one 
could be blamed for thinking that a huge, 
richly intelligent bureaucracy devised 
and implemented Japanese foreign po- 
licy. 

The reality, at least in terms of size, is 
much different. In the year to 31 March, 
Japan had just under 4,000 Foreign 
Ministry staff — fewer than it had in Oc- 
tober 1945, and fewer than Canada's 
BN" tally of around 4,100. Italy's at 

‚100 is much bigger, and Britain has 
twice Japan's number in 
foreign affairs. The US 
has around 16,000 
foreign-affairs officers. 
Of the total number of 
Japanese foreign-affairs 
officers, around 2,300, 
or 60%, are stationed 
abroad, leaving just 
1,600 in Tokyo, or fewer 
than the number man- 
ning the ministry in 
1940. 

Japan's Foreign Mi- 
nistry seems to repre- 
sent a small collection 
of tired officials, often 
working 120 hours over- 
time a month, who ad- 
minister some foreign 
policy but actually ap- 
pear to construct very 











































little. The overtime makes no one rich, as officials can claim 
pay for only 30% of the additional hours worked. 

Asa measure of how tired — and therefore, perhaps, inef- 
fective — such officials can become, take the case of the sec- 
ond secretary at the Japanese Embassy in Baghdad, who died 
at the age of 43 in June 1986 while sending a cable. The sec- 
retary had had only three days off in the three months pre- 
ceding his death. He was the ae cable man at the embassy. 

From January-August 1986, five Japanese officials posted 
overseas died, and though details of the deaths were not 
made public, Japanese media suspect overwork was the main 
culprit, 

Foreign Ministry staff numbers were drastically cut after 
World War II, and the ministry has never recovered. In re- 
sponse to observations that the ministry is still weakening, 
some high-placed Japanese officials say it was never strong. 

A major part of the ministry's problem is that it has no in- 
ternal constituency. The Ministry of International Trade and 
Industry (Miti), for instance, has Japanese industry to cosset, 
while the Ministry of Agriculture, Forestry and Fisheries has 
the nation's farmers to prop up. The Foreign Ministry's con- 
stituency is made up only of foreigners. 

Foreign governments and private 
bodies doing business with the Japan- 
ese Government must use the window of 
the Foreign Ministry, which coordinates 
such approaches with other relevant 
ministries, Butin many cases, foreign em- 
bassies use the direct approach, contact- 
ing, say, the trade or agricultural ministry 
to present their case. 

Ata time when Japan's relations with 
many countries are expanding, and when 
the boast of being "international" is heard 
from all quarters of government and in- 
dustry, the question most asked is: what 
sort of bureaucracy would entertain main- 
taining in 1987 a foreign-affairs force 
weakerthantheone it had 40 yearsearlier? 

Miti isanothercuriouscollection of of- 
ficials. It is widely credited with plotting 
Japan's industrial course, promoting im- 
ports and supervising orderly exports, 
and looking after unhappy sectors of 
domestic industry which do not make as 
much money as they used to. Miti does 
some of this, but industry associations 
would do as much, or more. No matter 
how small the business, almost every line 
of work in Japan has a collection of repre- 
sentatives forming an association. 

Miti publishes in English a great vol- 
ume of material describ- 
ing Japanese trade and 
industrial structures. 
One of the reports on in- 
dustry which it did not 
reproduce in English last 
year concerned the role 
of industry associations 
in thwarting imports. 
This report was the work 
of the Fair Trade Com- 
mission (FTC), sup- 
waren a watchdog on 

ad terms with Miti. 

The FTC studied a 
dozen or so industry as- 
sociations and con- 
cluded that they were in 
an excellent position to 
encourage short-lived 
imports. This was be- 
cause, often, a single as- 
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Lawrence Lifschultz in Moscow 
he Soviet Union фе poised to 
undertake a new diplomatic initia- 
by propone a round-table confer- 
е to break the log-jam in the Afghan 
negotiations. According 10 
rces close to the Central Committee 
Soviet Communist Party, the con- 
nce would be open tothe US, Pakis- 
the Soviet Union, the Kabul re- 
and representatives of the Afghan 
im: guerillas, commonly called the 
hideen. NE 
'aninterview with the Italian Com- 
it Party newspaper L'Unita in late 
у, Soviet leader Mikhail Gorbachov 
icated his willingness to accept the 
mer Afghan king, Zahir Shah, as 
ofa coalition government after:the 
rawal of Soviet troops. According 
plomatic sources, it is quite likely 
Zahir Shah might join the confer- 
, if Moscow’s round-table proposal 
'epted. : i 
egotiating with the mujahideen at 
nternational conference marks: a 
ficant departure from the earlier 
d Soviet position on the .Afghan 
estion. Until recently Moscow had 
ssed thatthe indirect talks between 
зараа and Kabul under UN. au- 
es at. Geneva were the. proper 
rum for a political solution. Without 
oning the UN's draft proposal as a 
for settlement, the Soviet leader- 
p now believes that a parallel process 





Breaking the log-jam 


› Soviets are ready to talk to the Afghan rebels 





involving all the parties to the conflict is 
needed to work out the composition of a 
new government in Kabul. 

With the Afghan conflict in its eighth 
ear, there is a distinct awareness іп 

oscow that a political compromise has 
become imperative. Interviews with 
Soviet regional experts and diplomats 
and other. Soviet officials who have 
worked in Kabul indicate the Soviet 
flexibility . to -achieve such а com- 
poms Nodari Simoniya of Moscow's 
nstitute of Oriental Studies told the 
Review: “During the past two. years 
our whole country has become unani- 
‘mous that the Afghan war must be ended 
as soon as possible . . . This cannot be 
compared to previous years. Before we 
made efforts, but now we are devoting 
all our resources to the solution: of the 
problem." Sa : 

However, the Soviet leadership does . 
not seem prepared to scuttle Moscow's 
position in Afghanistan. In the top 
echelons of the. party there are few ad- 
vocates of a unilateral withdrawal of 
Soviet troops. When asked if an Afghan 

: settlement was possible, Anatoly Dob- 
rynin, director of the international de- 
partment. of the Soviet Communist 
Party replied to a journalist recently: 


an by the tii Soviet troops 
out. They be ound-table con- 
ference could help to establish an ar- 
rangement they can live with. Although 
Moscow. asserts that a new government 
in Kabul need not be communist, it 
wants-a: neutral Afghanistan which will 
not become a base of operations against 
the Soviet Union's southern republics. 
Even the severest critics of. Leonid 
Brezhnev's catastrophic 1979 action still ` 
express concern-about. the. security of 
the country’s southern borders after 
Soviet troops are withdrawn. One long- 
term Soviet analyst of the Afghan war | 
said: “I was against what we did in 1979. 
I believe it was an immense mistake, but - 
I do not support a unilateral with- 
drawal. We must have certain guaran- 
tees about the security of our southern 
border." i 







he declarations ‘of certain mujahi- 
deen leaders that they will liberate 
Soviet Central Asia» апа carry out 
30,000 executions within Afghanistan 
itself are noted in Moscow with stern at- 
tention, as are statements of some right- 
wingers in the US Government who ` 
would like the opportunity to cause 
trouble in Central Asia. oe 
„И a round-table conference. is held, 
many of the Peshawar-based mujahi- | 
déen groups would like to see Zahir 
Shah play an active and prominent role. _ 
These. groups have “approached. the 
. former king requesting him to take part 
4n a future government and he is: known ` 
то have expressed his willingness. These 
groups believe he possesses both inter- 





“А compromise yes; surrender no." 
The Soviets are still debating about 

an acceptable “consolidating political 

force” which could evolve in Afghanis- 


national prestige and sufficient support 
among the Afghan refugee community 
which would: permit him. to strike а 
| workable deal with the Soviets, while 
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‘ince the December 1979 Soviet 
invasion of Afghanistan, Soviet 









ainst Muslim guerillas. The military 
lemate in the inhospitable mountain 
rain has revived doubts among cer- 
in groups in the leadership over the 
om of the original decision to in- 













Moscow’s enhanced interest in a 
negotiated settlement to the conflict de- 
es principally from the fact that Gen- 
ecretary Mikhail Gorbachov and 























'ard again. | 
Nodari Simoniya, a distinguished 
academic at the Institute of Oriental 
Studies in Moscow, considers.the 1979 
decision to invade as tragic. As the di- 







ne nation is bleeding ET | 


oops have been fighting a costly war 





has some revealing views 
on the nature of Afghan 
society. REVIEW con- 
tributor Lawrence Lif- 
schultz interviewed him in 
Moscow. Excerpts from 
the interview: 


I undersíand there were 
differences | of opin- 
ion in. Moscow  durin 
1978-79 regarding poli- 
‘tical: developments in 
Afghanistan. What was 
your view of those 








April 1978 [takeover by 
Marxists] were.really ad- 
venturous, © 
To seize power is easy. 

It can be done in one night 
... but the problem arises 
the next day. Тһе leader- 
ship. which came to:power 
in Afghanistan in April 
1978 was vety proud that it _ 
was trying to transform the 
country from a feudal and · 
tribal society. into a 
socialist... society... i 
| mediately. This 7 
absolutely. fool 
‚ to do. Indeed 
possible. They trie 



























LAWRENCE LIFSCHULTZ | 





Simoniya. 
events? e 


Afghanistan is a very backward 
&ountry [economically]. In such coun- 
tries small groups of people — within 
the military, intelligentsia and even the 
bureaucracy — try to change the situa- 
‘tion, We cannot blame those people. I 
cannot call what happened in Afghanis- 










enturous. But the.ac- 
ed. the events of the: 


-= mtwoorthree yea 

20.or 30.years would.not be su 
cient. to» accomplish... [Such tran 
formation] was difficult even in my 









4 e problem now is 
$ N н ed in: this [Af- 
ghan] process line a ity of 
friendship — 1 t ! 

e th 
















keeping the country neutral and non- 
aligned. 

As with almost every issue within the 
Afghan refugee community, there is no 
unanimity over Zahir Shah’s potential 
role. The extreme fundamentalists 
among the exiled groups, epitomised by 
the Hizb-e Islami, have openly express- 
ed their opposition to the former king’s 
involvement. The Hizb-e Islami leader, 
Gulbudin Hekmatyar, was a political 
opponent of the king before he was 
overthrown in 1973, long before the 
Soviets invaded. 

However, if the Afghans want to 
keep their homeland united in the long 
run, they will have to group themselves 
under an acceptable leader. Zahir Shah 
is the only nationally known figure who 
has played no partisan role among the 


- m 


Zahir Shah; Afghan rebels: direct talks. 





warring Afghan factions since the mid- 
1970s. 

In the short run, much depends on 
the attitude of Pakistan's military au- 
thorities and their American allies. 
After a declaration by Zahir Shah in 
1983 calling upon Afghans to form a 
unified organisation which could send a 
delegation to an international confer- 
ence, efforts by the former king and his 
representatives to visit refugee camps in 
Pakistan were blocked by Islamabad. 
Subsequent attempts to hold a national 
jirga, or tribal assembly, in Saudi Arabia 
to bring together Afghans in exile were 
also actively discouraged by Pakistan 
and Saudi Arabia. 

Nevertheless, it appears Pakistan's 
unannounced boycott of Zahir Shah is 
being lifted. After the March meeting in 
Geneva where the latest propo- 
sals on the Afghan issue were 
discussed under UN auspices, 
Pakistani Foreign Minister 
Sahibzada Yaqub Khan went to 
Rome and is known to have seen 
Zahir Shah secretly to explore 
the role the former monarch 
might play in the next phase of 
developing a peace settlement. 

From the American side, 
Under-Secretary ої State 
Michael Armacost said in a 
Washington speech that the US 
objective was to restore Af- 
ghanistan to its traditional status 
as a neutral, non-aligned buffer. 
He called upon the Soviets to 
“support a genuine process of 
national reconciliation . . ." An 
international conference of all 
the parties to the conflict could 
go a long way towards achieving 
that objective. п 








we became involved in circumstances 
which are not pleasant for us. 

During March-December 1979 the 
Afghan Government asked us 14 times 
to send troops. It was a difficult decision 
for us, we did not respond until De- 
cember. For me personally, it was a very 
unhappy decision. 


Was it a tragedy to send Soviet troops? 

Of course. When a new political 
power appears [on the scene] it must 
broaden its social base. Immediately 
after the coup d'etat they [the ruling 
group in Afghanistan] had a very small 
social base . . . They could not under- 
stand what their own country was like. 
Instead of broadening their social base, 
they narrowed it. Soviet specialist cir- 
cles were not sufficiently involved in the 
1979 decision. Today, the government 
is trying to involve such specialists in de- 
ciding important matters including 
foreign policy. 


Can there be a political settlement to 
this conflict? 
During the past two years our whole 


country has become unanimous that the 
Afghan war must be ended as soon as 
possible. Our specialists and political 
figures are devoting great effort to 
achieving a solution. 

It is not only what Gorbachov said. 
We all know that it [the country] is real- 
ly bleeding, and that many people are 
suffering from this conflict directly. 
Perhaps you have had the opportunity 
in Moscow to see the documentary film, 
How Difficult it is to be Young. Here [in 
the film] you can also see the discussion 
of the Afghan problem and its effect on 
our society. Part of the film is devoted to 


examining just how bleeding Afghanis- | 


tan is for us. 

I don't have in my pocket a concrete 
answer about what we are going to do. 
Maybe no one knows at this exact mo- 
ment. Perhaps even now the new ap- 
proach is still being formulated. These 
two years have shown me that we now 
have a leadership capable of solving dif- 
ficult problems. I believe they will find a 
solution to the Afghan war. It is only be- 
lief, not knowledge. But, still some- 
times we must believe in something. E 
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THE COLUMN 
Asean: time for more 





political cooperation 


I: about six months time the heads of 
overnments of the six Asean coun- 
tries will convene in Manila for their 
third summit, 10 years after the second 
summit in Kuala Lumpur. It is not sur- 

rising that so many expectations are 

с. Дане on that meeting. 

e main expectation is for a resolu- 
tion by the heads of governments to 
strengthen and move forward in econo- 
mic cooperation. Observations and 
analyses have pointed to the lack of po- 
litical will in explaining why economic 
cooperation has reached the point of 
stagnation. 

e case could and should be made 
for greater Asean political coopera- 
tion. 

Indeed, political cooperation is a 
prerequisite for economic coopera- 
tion — an old tenet that is being re- 
discovered in Asean. Twenty years ago 
it was by design that Asean eschew- 
ed the introduction of political co- 
operation, not wanting to be seen as a 
political entity which would then invite 
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hostile reactions from certain quarters. 

What is at stake today is Asean's 
continuity. This would depend on the 
commitment of the new generation in 
the Asean member states. It is this 
emerging generation that has alarmed 
the present establishment by pointing 
out that in fact Asean cooperation lacks 
substance, especially in the economic 
field. The viability of Asean regionalism 
can no longer be taken for granted. 

Thus, in the first place, it is Asean's 
internal needs which call for the associa- 
tion's new orientation: it will have to in- 
stitutionalise political consultation — 
which has been practised in a rather in- 
formal fashion — as a cornerstone of 
Asean regionalism. 

In formal terms, this changed orien- 
tation would lead to the institutionalisa- 


Jusuf Wanandi is executive direc- 
tor of the Centre for Strategic and 


International Studies in Jakarta. 
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tion of the Asean summit itself, which 
ought to be held at least once every two 
years, and should be seen as a manifes- 
tation and reaffirmation of the con- 
tinued commitment to the ideals of 
Asean. 

The summit should be supported b 
an Asean council of ministers which will 
meet annually in lieu of, or in addition 
to, the annual foreign ministers’ and 
economic ministers’ meetings — or an- 
nual ministerial meetings (AMM) — so 
as to deal with political and economic 
matters together. 

Thus far, coordination and harmoni- 
sation of policies among the Asean 
countries rest with the senior officials’ 
meeting, known as SOM, which is 
not a part of the formal Asean struc- 
ture. 

It would make a lot of sense to affirm 
both the SOM and the senior economic 
officials’ meeting as official bodies as- 
sisting the AMM and the council of 
ministers. In turn, the SOM should be 
assisted by a permanent advisory body 
consisting of both government officials 
and non-officials in their private 
capacities. 

Continued commitment to Asean 
ideals would not only be guaranteed by 
the new higher-powered machinery, but 
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si continued 
ideals. 

In addition to the demands on Asean 
— that stem from its internal dy- 
namics — political cooperation is neces- 
sary so that the grouping can respond 
to growing external political chal- 
lenges. 

An important lesson which the 
Asean countries could draw from their 
participation in the efforts to help re- 
solve the Cambodian conflict is their 
ability to mobilise diplomatic and politi- 
cal support in international forums 
through consultation. 

The value of doing so is most evi- 
dent in their ability to overcome intra- 
Asean conflicts. A serious source of 
conflict, the Sabah issue between 
Malaysia and the Philippines, is ef- 
fectively being resolved with the adop- 
tion of a new constitution in the Philip- 
pines. This could not have come about 
without the restraints felt by the parties 
involved and the support of the other 
Asean countries for a negotiated solu- 
tion. 


Ox important agenda for Asean 
today is the formulation of a com- 
mon threat perception. a" by doing 
so can Asean become a credible politi- 
cal entity. There is no doubt that 
nuances in views will exist among the 
various Asean countries but these 
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nuances should not overshadow their 
common strategic outlook and strate- 
gies. 

An important task of the coming 
Asean summit, therefore, is to review 
the members’ shared assessments of the 
situation in the region as a basis for fu- 
ture plans and programmes. The assess- 
ment formulated at the 1976 Bali sum- 
mit may no longer be valid in its en- 
tirety. It is also on the basis of such a 
common assessment that Asean could 
Structure its relations with the great 

wers. 

In addition to managing such rela- 
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tions, two areas constitute major chal- 
lenges to Asean political cooperation. 
They are the Cambodian conflict and 
the implementation of the Zone of 
Peace, Freedom, and Neutrality (Zop- 
fan) concept — including the Nuclear- 


Weapons Free Zone (NWFZ) — for 
Southeast Asia. 

The solution for Cambodia remains 
as urgent as ever, especially for the sake 
of the Cambodian people. It is also im- 
portant from Asean's point of view 
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since a prolonged conflict would in 
crease the dangers of outside inte 
tion. 

In addition, it appears that any in 
tive towards a solution is likely to c 
from Asean. This being the case, Asea 
should seriously consider the establish. 
ment of an ad hoc committee, at the 
SOM level, to continuously follow 
developments in Indochina and wor 
Out strategies to resolve the 
flict. 

These vici gi should take into ас 
count perceived vital national interest 
of all parties concerned. 1 

Asean should also promote pro pe 
and mutually beneficial relations wit 
the countries in Indochina not only tc 
resolve the Cambodian conflict but alsc 
for the maintenance of peace and stabil 
ity in Southeast Asia in accordance wit 
the ideals of Zopfan. It should 
noted that the implementation - 
Zopfan is hampered so long as th 


we 


Cambodian conflict remains unresolv 
d 


ed. 
The introduction of a NWFZ by 
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Asean is seen as a first step towards the 
realisation of Zopfan. While an agree 
ment over time may be reached with the 
countries in Indochina on this та! 
the issue is complex and sensitive si 
its implementation will have to take ii 
account the balance of power in th 
gion. The possible strategic and ро 
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implications of the establishment of 
such a zone as well as the necessary con- 
ditions for it or any possible obstacles to 
it have yet to be thoroughly examined 
and discussed among the Asean coun- 
| tries. 
i An important factor is the asym- 
metry between the US and the Soviet 
Union in strategy and their ability to 
“project power, in the Asia-Pacific re- 
gion and globally. The Soviet global 
Strategy is essentially that of a continen- 
tal power whereas, in the Asia-Pacific 
arena, the US relies on its Pacific fleet 
and the deployment of submarine- 
launched ballistic missiles as part of a 
forward defence strategy. 
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n view of this, overseas bases and 
sea-lanes of communication have a 
more vital strategic significance to the 

| US than to the Soviet Union. This ex- 
plains the US opposition to NWFZs in 
areas of importance to itself. The US 
has strongly opposed the South Paci- 
fic nuclear-free zone, and it is like- 
ly to oppose a similar arrangement 
in Southeast Asia even more strong- 
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E Southeast Asian waters are definite- 
| lyof p strategic significance to the 
| US than those in the South Pacific. In 
| addition, the US military facilities at 
| Subic Bay and Clark Field are vital to its 
— | ability to project power in the Pacific re- 

Ё: gion. 

Furthermore, the introduction of a 
NWFZ by Asean should not fuel the 
current heated debate in the Philippines 
over its US bases, which are due for re- 
negotiation in 1991. 

Given the positive and constructive 
roles the great powers can play, there is 
need not only for an expansion of 
Asean’s dialogue partners, but also 

for an extension of the content 
of the dialogue into the economic 
field. 

It still makes a lot of sense to con- 
tinue with the "6-plus-1" format of 
dialogue between the Asean Six and 
the individual major powers of the 
Pacific, particularly the US and Japan. 
A "6-plus-5" format for a dialogue be- 
tween Аѕеап апа the 
partners of the Pacific (the US, Japan, 
Australia, New Zealand and Canada) 
should also be formally established. 

The EEC and Papua New Guinea can 
be represented as observers in this 
dialogue. A less frequent dialogue be- 
tween Asean and the EEC, the South 
Asia Association for Regional Coope- 
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Brief term of office 


Portuguese enclave's governor offers surprise resignation 


By Emily Lau in Hongkong 

М: Governor Joaquim Pinto 
Machado has resigned “for reasons 

of institutional dignity” after being in 

office for only one year. 

This is understood to refer to dis- 
satisfaction with what he believed to 
be maladministration and corruption in 
the Portuguese territory. Political iso- 
lation had made it increasingly difficult 
for him to govern. In a dramatic turn 
of events, the governor notified the 
Portuguese President Mario Soares Of 
his resignation in the early hours of 30 


ig 

e resignation followed months 
of speculation and rumours in the Por- 
tuguese and Macau press that he would 
resign or be dismissed. A radio report 
from Lisbon said Soares had accepted 
the resignation and would appoint a 
successor soon. But observers in Ma- 
cau said a new governor was unlike- 
ly to be appointed before the Por- 
tuguese general election, to be held on 
19 July. 

In a statement issued by the Macau 





ration and the South Pacific Forum f ~ 


would also be useful for consulta- 
tion on problems of common inter- 


est. 

Finally, Asean needs seriously to 
consider the possibility of establishing a 
dialogue in future with the Soviet Union 
and China. It is to be duly recognised 
that the positions and roles of these two 
countries in the region are becoming in- 
| creasingly important. п 
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Government Information Bureau, 
Pinto Machado said his resignation was 
“for reasons of institutional dignity 
which I have not forsaken, reasons 
which are of such importance to me per- 
sonally that I should lose my self- 
respect were I not to continue to value 
them.” 

The governor said he would not 
make any other declarations, “unless it 
should be necessary to defend my per- 
sonal dignity.” He urged the Macau 
people to see the event “with the seren- 
ity which is needed in defence of their 
interests.” An observer in Lisbon de- 
scribed him as “honest and upright.” 

The resignation, though not entirely 
unexpected, still came as a surprise to 
many people in the Portuguese enclave, 
which Lisbon promised to return to 
China in 1999 under the Sino-Por- 
tuguese joint declaration signed on 13 
April. 

The head of the pro-Peking Chinese 
General Chamber of Commerce, Ma 
Man-kei, said that from Macau's point 























of view, it would be best to avoid fre- 
quent changes at the top of the adminis- 
tration. However, he said even if the 
resignation was irreversible, it should 
not affect Macau too much, because 
all political parties in Portugal shared 
the same view on the joint declara- 
tion. 

An official at the Xinhua news- 
agency's Hongkong branch, Peking's 
representative here, said the incident 
had taken them by surprise and they had 
not yet received any explanation from 
the Portuguese. He said he suspected 
the resignation was related to domestic 
politics in Portugal and the impending 
general election. 


celo Caetano. He had been serving in 
Angola when the regime was over- 
thrown in 1974 and returned to join 
the newly formed Social Democrat 
Party. 

He later abandoned the party to 
campaign for the election of the Left-of- 
centre Antonio Ramalho Eanes to his 
second presidential term in 1980. Last 
year he led the Oporto campaign for 
Soares and was appointed to Soares' top 
advisory body. 

"From the beginning, Pinto Machado's 
administration has been plagued with 
political infighting, with most of the five 
permanent under-secretaries against 











A political observer in 
Macau said Pinto Machado 
would not be missed by the 
Chinese people in Macau, 
because he was seen as inef- 
fectual and indecisive. In 
the eyes of many Macau re- 
sidents, he cannot even be 
compared with the former 
governor, the unpopular 
and dictatorial Vasco de Al- 
meida e Costa. 

Pinto Machado, a re- 
searcher and surgeon, was a 
deputy of the liberal wing 
opposed to the authorita- 
rian government of former 
Portuguese premier Mar- 
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that families of 16 detained student ac- 


tions of torture at the same “2nd See. 

tion” of the police anti-communist bur- 

tater ae ee 
. to three days, after being picked. 


from their homes and work places 


Nanyong-dong interrogation centre 
Si oe: ds dong centre. 
was no comment 
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rim of the tub, leading to his suffoca- - 
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` Chun moved swiftly to defuse a 


Although it was not clear whether it 
would be held before 10 June, the DJP 
and the main Reunification 
Democratic 
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him. The under-secretary fot economy, 
finance and tourism, Carlos Monjar- 
dino, described by local sources as the 
administration's power broker and in 
Lisbon as a possible successor to Pinto 
Machado, is allied with the under-sec- _ 
retary for administration, Antonio Vit- 
orino. A few weeks ago, it was 
rumoured that Vitorino would also re- 
sign. Vitorino, who is still in Macau, is 
standing as a candidate for the Socialist 
Party in the general election. If he wins, 
he may leave Macau. 

Pinto Machado's close ally, Nuno 
Delerue, 26, under-secretary for social 
affairs, health and labour affairs, re- 
signed last month. In the past few | 
months, the Portuguese press had been | 
reporting Delerue's imminent depar- 
ture. Pinto Machado was in Lisbon last 
month to attend a state council meeting 
and was said to have handed Delerue's 
resignation letter to Soares. 

n his return to Macau, the gover- 
nor denied this, but days later, De- 
lerue's resignation was announced. An 
official source in Macau said Delerue 
resigned recently but offered to stay on 
until a replacement was found, How- 
ever, Soares rejected the offer and De- 
lerue was relieved of his duties on 29 
May. 

The source said Pinto Machado 
was upset at the way Delerue had 
been treated. It has also been an- 
nounced that Delerue will be running in 
the general election as a candidate for 
the Social Democrats. It is unclear whe- 
ther Pinto Machado will stay on as gov- 
ernor until his successor arrives or whe- 
ther Soares will appoint an acting gover- . | 


nor. 


» David Bonavia writes: Pinto Machado's 
resignation was the result of his dis- 
gust at the level of waste and corrup- 
tion in the government bureaucracy, 
exposed by Delerue. Corruption is 
a well-worn theme in Macau and 
Almeida e Costa had done little to 
check it. 

Soares accepted Pinto Machado's 
resignation on 30 May, following a visit 
to Lisbon by the 26-year-old Delerue, 
who had already resigned from his post 
after giving a controversial interview to 
the weekly Macau journal Tribuna. In 
this, he spoke of the difficulties with 
other government servants who were 
obstructive in their attitude towards 
him. 

Delerue said there wére no funds to 
improve the government hospital, 
which badly needed refurbishing. And 
he criticised a decision to build a prison 
annex next to a large modern tourist 
hotel on the island of Taipa. He has fre- 
quently been in dispute with Carlos 
Mojardino and had been blocked by 
other bureaucrats who said he was too 
young to be an administrator. Reform- 
ers have also been concerned at trends 
such as the growth of “massage” par- 
lours staffed by Thai women. 
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Salamat Ali in New Delhi 


details of the mass murder by 
yolice of Muslims in Meerut still 
ng in, a pall of gloom has de- 
d upon the western part of 
‘most populous Uttar Pradesh 
communal violence trigger- 
о separate massacres on 22-23 
has wound down but tension still 
ils in Uttar Pradesh as well as the 
ining states: 

fhe cold-blooded murders perpet- 
d by the Uttar Pradesh State Armed 
bulary could not have come at a 


' time for Prime Minister Rajiv 


dian origin in Fiji. 
he roots of the current phase of 
тапа! violence are traced to, 
ng other things, the rise of Hindu 
ancy in the early 1980s. Extremist 
s demanded the recovery of tem- 
ruins, over which they claimed mos- 
"had been built during the more 
1,000 years of Muslim rule preced- 
the British colonisation of India. 
such mosque — called the Babri 
jue built by Babur, the founder of 
Moghul empire — was said to be lo- 
d over the shrine marking the birth- 
of the Hindu God Rama, at 
hya in eastern Uttar Pradesh. 
Fearing communal trouble, the au- 
rities had kept that place of worship 


over the loss of the Babri mosque 


ch Hindus claimed had once been 
mples, the Muslims launched an agita- 
on to recover the Babri mosque. The 
h point of the agitation was a huge 
uslim rally in the national capital in 
һ this year when angry Muslims 
ned out all voices of moderation. 

The recent communal trouble 
arted about two months ago in 
feerut, 60 km northeast of New Delhi, 
hen two Muslim groups clashed during 
religious -observance. One of the 
roups was mistaken by the other for a 


nsued in which several people died, 
ut the authorities were able to restore 
rder and by mid-May it was believed 
hat the worst of the rioting in Meerut 
Vas Over. e 

But then a Hindu was murdered in a 


of Muslims who be 


lassacre in Meerut - 


ice atrocities intensify communal polarisation 





d fearing the loss of other similar ones || 


lieved that he was the key figure in or- 
ganising the earlier attacks on them 
during the riots. The police made a tac- 
tical mistake in a pre-dawn raid on a 
Muslim locality where the alleged mur- 
derers lived. Being the fasting month of 
Ramadan the whole locality was awake 
for the pre-dawn meal. A group of 
women and children blocked the streets 
but the police drove on crushing a girl to 
death and seriously injuring a couple of 
women. 

Later in the same morning, an in- 
censed Muslim mob left its ghetto, 
marched on to the town's main street 
and set fire to a large number of Hindu- 
owned business .— mainly warehouses 
and weaving mills. Estimates of losses 














perty dispute. That murder was ob- . 
usly a communal one because the. 


ranged from the official of Rs 30 million 
(US$2.36 million) to as high a figure as 
the Rs 500 million claimed by the 
Meerut Business Association. In the 
rioting that followed that day firearms 
and crude bombs were used. 


Acne to Syed Shahabuddin, . 
general secretary of the Janata | 


Party and chief of Majlis-e-Mushawarat 
— an apex consultative body of Muslim 
organisations — the provincial armed 


constabulary which raided the Muslim: 


hettoes shot people indiscriminately. 
hahabuddin broke an official ban.on his 
entry to Meerut. A group of seven other 


opposition MPs wishing to tour the | 


town was escorted out to New Delhi b 
the local police. 


The worst, however, was to follow. 


Towering high over the Muslim ghetto | . 
is Hashimpura, a building owned by a | 
ader of the Hindu militant Bhara- 


| Janata Party. The leader's nephew 
was shot dead by a Muslim sniper. Ac- 
cording to Hindus, the young man had 


а" gone on to the roof for pooja, or Hindu 


worship. According to the Muslims, he 
was. hurling homemade bombs and 
shooting with: a rifle from the. roof- 
top. 

Pihis triggered offa fresh wave of ter- 
ror by the armed constabulary which 
came to Hashimpura on the afternoon 
of 22 May. The entire population of the 
locality was lined ир; old men, women 
and children were pé prune and all men 
between the ages of 15 and 50 — esti- 
mated at 170-200 people — were loaded 
onto five trucks and taken away. Two of 
them managed to escape and three who 
were shot but not killed were later 
fished out of a canal. These survivors 
stated that the victims had been lined up. 
and shot and the dead bodies were 
thrown into a canal. 

The next day, the constabulary de- 
scended. upon. Malyana village on the 
outskirts of Meerut and killed at least 
110 Muslims. The dead bodies were 
carted away and dumped into another 
canal which passes through the outskirts 
of New Delhi where some of the bodies 
were recovered. The Uttar Pradesh au- 
thorities estimated that there were only |. 
90 fatalities, though the leader of the 
opposition in the state legislature, 
Satyapal Singh Yadav, demanding the 
chief minister's resignation, placed the 
toll at 500. Yadav made the statement 
on 26 May when the full extent of what 
happened in Meerut was not yet known. 

The worst aspect of the riots and the 
killing was the total polarisation in the 
government as well as the ruling Con- 
gress party in Meerut. Hindu con- 
gressmen raised slogans against Gan- ` 
ЧАГ Minister for Urban Development + 
Mohsina Kidwai; who was.elected from 
Meerut. She was accused of trying to - 
protect Muslim hooligans from. the 
police. The Muslim congressmen 





i | raised slogans against Uttar ‘Pradesh 


Chief Minister Vir Bahadur Singh for 
deliberately unleashing the armed con- 
stabulary. The Meerut press reported 
angry exchanges between Kidwai and 
the chief minister. When Gandhi him- 
self visited the town on 30 May, Hindus 
rt of the con- 





























Japan 


must quickly adapt to the dilemmas of 
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its success 


A question of course 


By Charles Smith 
he Japanese ship of state is beginning to resemble a pad- 
dle steamer caught in a swift current with its paddles 
turning in opposite directions. The vessel is still very de- 

finitely afloat, and its engines appear to be churning vigor- 
ously, but there are serious doubts about the course the cap- 
tain is trying to set. And there is a risk that, if nothing is done 
soon, external forces could inflict damage which even a more 
decisive captain and a hard-working crew might be unable to 
repair. 

In the 20 months since the start of the yen's long upward 
climb against the US dollar, the Japanese economy has 
begun to adjust itself in a number of painful but potentially 
constructive ways to the new situation facing it in the outside 
world. 

Yet the impression remains of an overall lack of leader- 
ship and an inability to set firm policy targets or timetables 
for the structural chang- 





bureaucrats and businessmen. Failing that, the challenges 
facing the country should at least be used to inject some new 
ideas and operating procedures into the traditional decision- 
making machinery. 

The Japanese problem, as a good many top members of 
the bureaucracy and the business world now perceive it, is 
not simply that business confidence has been badly jolted by 
the sharp jump in the yen exchange rate or that relations with 
trade partners seems to be going through one of the rougher 
patches in a long series of intermittent skirmishes caused by 
"excessive" Japanese exports. 

Rather, the impression gained by talking to senior 
bureaucrats in Tokyo (and even more from contacts with 
people outside the system) is that Japan may have come to 
the end of a two- or even three-decade phase in its develop- 
ment, when it was possible for the country to export its way 
out of almost every ex- 





es that are called for in 
almost every official 
document on the econ- 
omy. 

The increasing politi- 
cal weakness (and ap- 
parent lack of interest 
in economic issues) of 
Prime Minister Yasu- 
hiro Nakasone seems to 
be partly to blame for 
this situation. Despite 
frequent references in 
his speeches to a "settle- 
ment of post-[World 
War II] political ac- 
counts” and to policies 
needed to "prepare 
Japan for the 21st cen- 
tury," Nakasone seems 
never fully to have 
grasped the historical | 
turning point that Japan 
arrived at in the autumn 
of 1986, when the up- 
ward revaluation of the 
yen put paid to two de- 
cades of export-oriented 





Nakasone: facing the end of an era? 





ternal difficulty. 

Japan overcame the 
| balance-of-payments 
problems of the 1960s. 
the oil shocks of the 
1970s and the global re- 
cession of the early 
1980s by launching su- 
premely successful export 
drives which not only 
paid its bills internation- 
ally but made possible 
high domestic growth 
rates and the advanced 
world's lowest rates of 
unemployment. The mes- 
sage of the events of the 
past 18 months, as per- 
ceived in Tokyo, is that 
all of this has ceased to 
be possible. 

Belatedly, but sin- 
cerely, Japan's most 
internationally minded 
bureaucrats now seem 
to recognise that a 
chronic imbalance with 
the outside world of 
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growth. 

More important than the personalities involved in the cur- 
rent policy dilemma, however, may be the system itself. 
Japan's consensus-based approach to decision-making — in 
which very little is done without the approval of all interested 
parties involved in any policy area — has made it extremely 
hard for the country to move swiftly and surely to promote 
domestic growth through deregulation of protected sectors, 
such as agriculture, or by abolishing outdated subsidies such 
as those which impel private salary earners to save rather 
than spend. 

Critics of the Japanese system, who now include a handful 
of well-known members of the very same political and 
bureaucratic elite that operates it, have begun claiming dur- 
ing the past six months that what Japan needs in order to sur- 
mount its problems may be nothing less than to break with 
the 30-year tradition of rule by a single conservative ruling 
party in cooperation with a closed group of like-minded 





some US$50-90 billion a 
year must either lead to trade war or force the collapse of 
some of the major industrial economies on which Japan de- 
pends for the exports that are needed to maintain its own 
growth. 

So far as the relationship between exports and growth is 
concerned, there has been an equally belated acceptance of 
the fact that a country which relies entirely on foreign de- 
mand to sustain its economic growth is headed for long-term 
trouble. 

Yet theoretical realisation of what is wrong may still be a 
far cry from actual solutions. Japan's biggest problem today 
would seem to be that no one can decide exactly how to start 
demolishing the innumerable rules and regulations that.have 
kept the domestic economy stable but stagnant during years 
of dynamic overseas expansion. - 

A second and perhaps almost as serious handicap facing 
the government in its restructuring efforts is that the coun- 
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овер may ony not have 
the political clout to enact what are seen 
to reasonable and desirable mea- 
sures. 

The ruling Liberal Democratic Party 
(LDP) commands a massive 100-seat 
majority in the lower house of parlia- 
ment and is faced by four fragmented op- 
position groups, no combination of 
which seems to offer the possibility of 
forming an alternative government. The 
LDP itself, however, is essentially à 
loose coalition of factional groups which 
draw strength from the vested interests 
entrenched in various sectors of the 
domestic economy. 

Given the party's background and 
origins, there seems to be a trade-off be- 
tween political stability and continuity, 
on one hand, and the various measures 
needed to shift the emphasis of economic 
growth and make the country less vulner- 
able to external pressures, on the other. 

Of the two sorts of measures which 
could help to refloat the domestic eco- 
nomy and lessen the risk of trade conflicts 
degenerating into total warfare, the most readily available — 
if not the most effective — would be a 180-degree turn in the 
government's fiscal policy. 

For the six years between the onset of the second oil shock 
in 1979 and the eve of yen revaluation in 1986, Japan pursued 
a rigidly austere fiscal policy, freezing most types of govern- 
ment expenditure (except aid and defence) in the annual 
budget and actually cutting back (for four 
years running) on the public-works pro- 
grammes which are often seen as one of the 
best means of breathing life into a flagging 
economy. 

The justification for extreme austerity 
was the need to reduce dependence on bor- 
rowed funds to a "reasonable" proportion 
of government spending, or. more pre- 
cisely, to eliminate dependence on deficit- 
covering bond issues as a means of financing 
the budget. The policy was made possible, 
on the other hand, by the export stimulus on 
which the economy relied from year to year, 
thanks to a low exchange rate and the will- 
ingness of trade partners to absorb Japan- 
ese exports. 

With the export stimulus fading, Ja- 
pan's Ministry of Finance (MoF) has come 
under intense pressure to abandon its zero guidelines on 
annual-expenditure increases. and administer some tradi- 
tional Keynesian stimulus to the economy. But the hardline 
bureaucrats in MoF's Budget Bureau evidently think they 
know best. 

Japan entered its 1987 fiscal year with a budget which 
once again reduces public-works spendin by 2% from the 
previous year's level. A XS trillion ü US$35.5 billion) 
supplementary budget which is promised for the autumn mày 
reverse the decline and shift fiscal policy part of the way back 
to the Keynesian model; but there is still a good chance that 
even this may be frustrated by the stubbornness and in- 
genuity of МОЕ bureaucrats. 

Japanese reflationary packages have tended in the past to 
be paper documents, relying heavily on anticipated spending 
by the private sector rather than on 
actual government money to get the 
economy moving again. Unless the 
bureaucrats drafting the 1987 pack- 
age have decided to turn over a new 
leaf. the ¥5 trillion-worth of extra 
spending promised for the autumn 
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network of controls in a way that might be needed to produce | 
solid results. Typical of this situation, but more important [| 
than almost any sector as a barrier to growth, is the heavily | 
subsidised farm sector. 1 


tually lower its subsidy to rice producers this summer, - 
after either raising or maintaining the subsidy every year | 
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inched towards during the past six months, without making 
any of the dramatic moves which were hinted at in earlier po- 
ісу reports on economic restructuring. 





may turn out to be another masterpiece - 
of window-dressing, void of any real fis- 
cal substance. | 
The second, and potentially тоге 
promising, strategy which the govern 
ment could pursue in its efforts to rein- - 
vigorate the domestic economy is the | 
one known for shorthand purposes as de- ( 
regulation. In contrast with most West- - 
ern economies, Japan has continued to | 
wrap large sectors of the economy in | 
bureaucratically administered red tape, | 
thereby protecting existing interests and | 
ensuring stability — but also raising costs ! 
and dampening demand. 2 
A policy of cutting through the red | 
tape in areas ranging from retail distribu- | 
tion to housing and land development | 
could do much to stimulate growth, | 
economists argue. But some of the key | 
areas under control are so jealously | 
guarded that the government seems | 
more likely to have to nibble at the prob- | 
lem than to be able to cut through the |- 

































The prospect that the Ministry of Agriculture may ac- 


since the mid-1950s, can be taken às а | 
sign that the governmment is at last trying. 
to turn the tables on the powerful farm 
lobby. р; 
The existing ban on imports of rice, on R 
the other hand, seems likely to be main- | 
tained, despite US pressure for liberalisa- 
tion and despite the fact that Japanese con- | 
sumers now pay three times as much for this - 
staple food as people in the US and Western | 
Europe. 
Farm liberalisation (including rice) is | 
now officially on the agenda of the forth- 
coming Uruguay round of Gatt nego- 
tiations. as far as Japan is concerned, | 
but this does not mean that the authorities |. 
are prepared to budge an inch on an issue | 
which could lessen trade frictions besides. Й 
releasing spending power for other types 


of consumption within the domestic economy. 


Rather, the government seems to be devoting its energies. | 


to explaining why rice farming in Japan can never be exposed |. 
to international competition which might threaten the Japan- _ | 
ese lifestyle. ^ 


Land policy is another area in which the government has 
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A white paper on land published in mid-May by the Na- | 


tional Land Agency talks of equalising the tax levels on hous- 
ing 
cities, thereby (it is hoped) removing the disincentives to 

development which have kept nearly 10% of inner Tokyo's | 
land area out of the housing market during the past few | 


and on agricultural land within the boundaries of big |. 


ears. 

i In the same document, however, 
nothing is said about the abolition of 
the antiquated "right-to-sunshine" 
ruling which has prevented rational 
use even of the limited housing space 
that is available in central Tokyo. The 
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environmental lobbyists who have campaigned for right- 
to-sunshine in the past look less formidable than the 
farmers who have been able to push up rice prices year by 
year. 


Yet the shaky Nakasone cabinet apparently feels that to 


take on such a lobby would pose too much of a risk to its sur- 
vival prospects during its remaining five months in power. 
The land problem, like so many others on the LD P's domes- 
tic agenda, is, accordingly, being left for the next cabinet to 
solve. 

Compared with the cautious approach of government to 


_ the restructuring problem, Japan's private sector seems to 


have tackled the challenges sparked off by the high yen and 
trade frictions with exemplary energy. In the first full year 
after the start of the yen's upward float in September 1985, 
there was an 84.6% rise in the value of overseas investment 
by the private sector, reflecting a sharp increase in the 
number of offshore production facilities being established by 
companies that could no longer afford Japanese working 


_ conditions. 


Industry in Japan itself, meanwhile, began to undergo 
drastic rationalisation, in some cases threatening the founda- 
tions of the lifetime employment which is seen as one of the 
pillars of Japan's labour system. 

A decision by the top five Japanese steelmakers to close a 





- total of six blast furnaces and shift 30% of the industry's 


labour force out of steelmaking was one of the most dramatic 
moves on this front. But steelmakers are not alone in having 
decided to face up earlier rather than later to the changes fac- 
ing Japan's economy. During 1986, the number of refineries 
operating in the already drastically rationalised aluminium 
industry shrank from six to one, as the aluminium-fabricating 
industry switched to using imported ingots. 

The swift response of many sectors of Japanese industry 
to the yen shock recalls the equally drastic shrinkage of many 
of the older materials-processing industries after the first 
(1973) oil shock and is, at the very least, evidence that Japan 
has not lost the ability to deal effectively with purely econo- 
mic threats to its survival. 

But whereas the oil shocks were essentially a challenge to 
Japanese businessmen to find ways of making a living in a 
world of high energy prices, the yen revaluation and the 
threats of trade war that have followed look like a challenge 
to the entire Japanese system, addressed to the public and 
private sectors alike. 

One, or even two years, may be too short a time to decide 
whether Japan can carry through the changes that seem to be 


needed; but it is already clear that the task now facing the 


government and the LDP is as tough as any since the start of 
the post-war era. 
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INTERNATIONAL PAYMENTS 
Shock treatment 
is working 


— and hurting 


By Richard Hanson 


ust after the now-famous Plaza Hotel meeting in New 

York of the G-5 group of developed nations in Septem- 

ber 1985, senior bureaucrats at the Ministry of Finance 
(MoF) quietly concluded that the only solution to the prob- 
lem of reducing Japan's whopping external trade imbalance 
— and that with the US in particular — was to let the yen ap- 
preciate. 

Imposing more stringent so-called voluntary export con- 
trols was deemed too difficult. The idea of stimulating the 
domestic side of the economy, by veering from the govern- 
ment's strict budget-austerity stance, seemed imprudent at 
the time. 

But a revaluation of the yen, they reckoned, would result 
in a needed shock to an economy addicted to exports, which, 
as one pundit put it recently, are "getting completely out of 
hand..." 

Another benefit: a strong yen would draw in imports, that 
would cost less and hold down inflation. At the same time, 
the government's policy shifted to nudging the economy into 
depending more on domestic demand for growth — and em- 
ployment — because, said the Bank of Japan (BoJ, the cen- 
tral bank): “Any-viable solution to the external-imbalance 
problem must involve fundamental changes in Japan’s trade 
and industrial structure.” 

By most reckoning, as a result of a dramatically stronger 
yen, the corner has in fact been turned on the current-ac- 
count surplus, though it is pretty clear that the MoF did not 
anticipate that the turning point would not be seen until the 
yen appreciated to a punishing ¥140:US$1. 

The current account (which includes non-merchandise 
trade, such as tourism and transport charges) appears almost 
certain to shrink this fiscal year from last year's record 
US$93.8 billion surplus. That will be the first drop since 1981, 
when Japan exported itself out of the second oil crisis and 
began amassing record surpluses with the help of a much 
weaker yen. 

Most government and private-sector economists think the 
shrinking of the current-account surplus will be gradual. The 
government's official forecast has it down by about US$10 
billion this fiscal year. The Bank of Tokyo forecasts a drop to 
US$87 billion. 

But there is a fair chance that the drop in fact will be 
rapid — too rapid — and economically painful, especially 
if the government does not take steps to prop up the eco- 
nomy. 

David Gerstenhaber, an economist with Morgan Stanley, 
the US investment house, estimates that the surplus could be 
lopped back by about one-third this year to US$61 billion, 
which would cause problems. “If you look at economic his- 
tory,” he said, “trade balances can change very quickly. The 
reason it hasn't so far is that yen has been appreciating.” # 
the external surplus is going to contract, where do we get eco- 
nomic growth?” Gerstenhaber sees Japan’s choices as either 
expanding domestic demand or facing a fairly major reces- 
sion. 

Having Japan slump into a recession is not what the au- 
thorities intend, nor would it benefit Japan’s trading 
partners, whose anger over bilateral imbalances is now being 
reflected in some rather bare-knuckled protectionist ac- 
tions. 














. Ifthe danger of a rapid fall in the current-account surplus 
is that the government will fail to adequately take up the 
slack in time, the biggest complication is that broad outlines 
of the government's newly emerging economic policies are 
diametrically opposed to private industry's basic instincts for 
survival, 

That makes crisis management more difficult than in 
the past. Japan's remarkable bounce back from the second 
oil crisis was in large part due to the fact that government 
goals — cutting back on oil imports — dovetailed perfectly 
with the interests of private industry. That is not the case 
now, 

The government realises that current trade-surplus levels 
are not sustainable — economically or politically — and is 
using exchange rates to force them down. But Japan's 
scrappy exporters will not.throw in the towel without at least 
à stab at making themselves competitive even at higher yen 
exchange rates. 

One Japanese think-tank says the strongest sectors could 
continue to export at ¥100:US$1 — involving a frustrating 
cycle of upgrading competitiveness that, if played through, 
would logically mean the yen, too, should be on'a continuous 
escalator. 

There are some who argue that stabilised exchange rates 
at current levels will in fact stimulate exports. The BoJ ap- 
pears to agree. “If the yen stabilizes on exchange markets 
and trade friction does not intensify, it is likely that export 














Bank of Japan. ~ 


volume will grow, albeit modestly,” the BoJ bank said in its 
spring quarterly economic outlook. 

The reverse side of the picture is that import volume is 

also expected to continue to grow, despite the waning direct 
effect of the strong yen. The BoJ cites a February survey 
which indicates that imports of manufactured goods by 386 
major manufacturing firms in Japan, in dollar terms, will be 
up 10% in fiscal 1987 following a 36% jump in the previous 
year. 
^ Thegóvérnment says it will also stick to a policy of further 
opening up domestic markets, which at some stage will mean 
tackling the delicate problem of agriculture trade. But open- 
ing markets does little in the short term to balance the exter- 
nal account. If you are dependent on imports for virtually all 
of your oil, a rise in crude-oil prices does. 
' “Economists seem to agree more or less on the forecast for 
exports this year. The Bank of Tokyo sees exports valued in 
dollars up 3.3% (to US$222.1 billion), compared with a 
17.8% rise in fiscal 1986. Export volume is expected to slump 
by 4.2% — the second drop in a row. (The government says 
more half of the dollar growth in last year's exports was the 
result of the yen's appreciation, the so-called J-curve ef- 
fect.) 

But there is some disagreement on what will happen to 
imports. The Bank of Tokyo believes they will be up 13.695 
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- taking place more rapidly than most 
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in value and 3.4% in volume. (Fiscal 1986 imports were up 
14.4% in volume, pattly because the government imported a 
huge amount of gold for commemorative coins.) This year's 
forecast assumes a US$5-6 billion increase in the oil bill as a 
result of higher prices. 

Morgan Stanley thinks others underestimate the im- 

ct of the growth of manufactured imports, especial- 
y if combined with the rising oil bill. Taking minerals, 
oil and gold out of the import figures, Morgan calculates 


that imports of manufactured goods were up 14.4% last 


calendar year (while all imports were down), and that 
they are rising faster his year 
— up 28% in January, 22.2% in Feb- 
ruary, 21.8% in March and 15% in 
April. 

If the growth rate in April is 
taken as an average, the non- - 





PROFILE OF A SURPLUS 


{ (Japan's external payments, 
USS billion, fiscal year) 


rates. Such dollar: dollar transactions do not influence 
yen: dollar rates. 

Another factor is that big J ре institutional investors, 
such as life-insurance firms, have probably been hedging 
around 30% of their dollar-bond buying by selling the dollar 
forward. 

Japanese investors have become cautious about buy- 
ing US bonds, having taken huge foreign-exchange losses 
as the dollar plummeted. However, the flow of portfo- 
lio investment overseas is unlikely to decline, and may 
even rise further, if exchange rates stabilise around 
¥140. Japan’s savings: investment ratio will continue for 
some time to produce excess liquidity that needs to be 
invested somewhere. 

A rather sharp improvement is 
expected to take place in Japan's def- 
icit in invisibles, which includes such 
items as transport, tourism and other 
dividend and royalty payments. The 





invisibles deficit increased last fiscal 





oil import bill alone could jump ||Current-accountbalance 
US$12 billion. Morgan Stanley also 


vear to US$5.3 billion from US$4.7 





reckons that the shift of Japan- 
ese exports to overseas produc- 


billion, despite a healthy jump in in- 
come from securities investment 








tion bases, and subsequent 
backwash of imports to Japan, is 


overseas (to US$10.4 billion from 
US$7.5 billion). 





That was offset by a strong- 





expect. What just about everyone 


yen-inspired boom іл tourism 





agrees on is that the reduction in 
the current-account surplus will ac- 
celerate in the latter half of the year. 


“Forecast. 


exports to the US are being diverted to European mar- 
kets, where there is some room to absorb imports. The 
MoF sees the problem of export companies moving abroad as 


О п the trade front, the МОЕ is concerned that slowing 


. more of a medium-term one. 


And deep down, officials do not wish to allow the yen 
to appreciate so far that, as one put it bluntly: “Toyota's 
current balance is in deficit. while General Motors makes a 
profit . . . an exchange rate shouldn't force Toyota into 
deficit.” 

But the MoF does acknowledge that Japanese industry 
had a long profitable stretch while 
the yen was undervalued. That has 
been’ reflected in the long-term 
capital and invisibles accounts of 
the balance of payments. 

Compared with last year’s re- 
cord US$90 billion-plus current- 
account surplus, the long-term 
capital account showed an even 
larger outflow at US$144.9 billion, 
also a record and twice the size of 
that of the previous year; the lion's 
share of this was invested in US 
Government bonds. The overall 
balance-of-payments deficit thus 

rew to US$43.9 billion from 
S$15.6 billion. 

Why should the yen be ap- 
preciating on  foreign-exchange 
markets while the outflow of 
money exceeds the inflow? That 
contradiction is partly explained 
by looking at a rough breakdown 
of the long-term capital flow. 

The Bank of Tokyo estimates 
that some US$36 billion of the out- 
flow actually took the form of Ja- 
panese banks borrowing in the 
Euromarkets to buy US bonds, 
iine advantage of the 1% spread 

at existed between short-term 








Note: Fiscal years 1 April to 31 March. Source: Bank of Tokyo. 





Hectic yen trading: where to now? 





Euro-rates and long-term bond 


out of Japan: a 17.596 rise in 
the number of tourists was re- 
corded, and they carried with 

' АУА = them an estimated US$8 billion. 
Japanese payments for foreign patents were also up last 
year. 

What happens to the yen from now on? If the current-ac- 
count surplus does not shrink by about US$10 billion, and if 
the government's next supplemental economic package is 
seen as ineffective, the consensus seems to be that the yen 
will continue to appreciate. The MoF believes the surplus 
should be reduced below the record 4.5% proportion of GNP 
that it marked last year, to a more reasonable ratio. 

There has been some suggestion that a target be set, but 
МОЕ officials scoff at this possibility when both growth and 
international payments fluctuate 
constantly. And it should be re- 
membered that the MoF has not 
come up with any tools, other 
than the strong yen and more 
open markets, to accomplish that 
goal. 

All this has created a sense of 
unease in Japan. In the 1950s and 
1960s, the nation constantly wor- 
ried about shortages of foreign ex- 
change to pay for vital imports. In 
the 1970s, Japan survived two oil 
shocks — mainly by exporting to 
countries which were happy to 
have Japanese cars and electronic 
goods. The experiences of the 
1970s tangibly bolstered Japan’s 
confidence in itself, but did not 
eliminate the root causes of the in- 
ternational-payments imbalances 
that have soured relations with 
other nations. : 

For the rest of this decade, and 
probably most of the next, Japan 
faces the uncomfortable task of re- 
shaping an economy that has 
grown rich on trade and frugality. 
Whether it gets the balance right 
this time will make the difference 
between prosperity and trade fric- 
tion. п 

















AID AND INVESTMENT 


New efforts to 
be a ‘responsible’ 
global partner 


By Bronwen Jones 
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could not afford the Wider plan, despite the fact it clearly 
states funds would be raised in the private sector. For it is pri- 
vate business which is raking in Japan's huge trade surplus, 
which Wider estimates will continue at US$60-80 billion an- 
nually over the next five years. 

Only two-thirds of the package Nakasone announced in 
Washington is new. This US$20 billion-worth tentatively in- 
cludes US$8 billion in loans through the World Bank, the 
Asian Development Bank (ADB) and the Inter-American 
Development Bank; more than US$9 billion via Japan's 
Overseas Economic Cooperation Fund, the Export-Import 
Bank of Japan and private Japanese 





rime Minister Yasuhiro Naka- 
B sone, on his official Washington 

visit in early May, played a poli- 
tical trump card by announcin Japan 
would recycle US$30 billion of its huge 
trade surplus over three years to de- 
veloping countries. He was upstaged 
just days later in Tokyo by a proposal 
that Japan send out US$125 billion 
over five years. 

The upstaging was no coincidence. 
World Institute for Development Eco- 
nomics Research (Wider) chairman 
Saburo Okita knew Nakasone would 
announce in Washington an aid pack- 
age to help ease current US-Japan 
frictions. So he waited to incor- 
porate Nakasone's package with that 
of his study group within Wider. 
which is based in Helsinki and is af- 
filiated with the UN University in 
Tokyo. 

Okita's team's proposal is entitled 
Mobilising International Surpluses for 
World Development: a Wider Plan for 
à Japanese Initiative. As this suggests, 
it is a challenge to Japan to set an 
example to be followed by other indus- 
trialised countries to help counter the capital outflow from 
developing countries, estimated by Wider at US$30 billion 
during 1985-86. 

Its recommended annual recycling programme consists of 
US$10 billion sent out through collateralised lending from 
Japanese commercial banks and the capital market, through 
a Japanese Trust Fund that would form country-specific pro- 
ject-lending plans and liaise with the World Bank; US$10 bil- 
lion through the Export-Import Bank of Japan, and US$5 
billion as borrowings by the IMF from the Japanese capital 
market to support the balance 





Nakasone's Washington visit. 


banks, and about US$3 billion in di- 
rect loans funded exclusively through 
the Eximbank, said the Ministry of 
Finance. 

The remainder, actually US$9.5 
billion, was announced at the end of 
last year, and government officials are 
now talking of the Nakasone package 
as being worth US$20 billion, not 
US$30 billion. This section includes 
US$2 billion to set up a Japan Special 
Fund in the World Bank; US$3.6 bil- 
lion for a credit line through the IMF, 
and, in replenishments, US$2.6 billion 
to the World Bank-affiliated Interna- 
tional Development Association and 
US$1.3 billion to the Asian Develop- 
ment Fund. 

The total US$30 billion is untied, 
and contains a small amount of official 
development assistance (ОРА), the 
point being to use private funds as 
much as possible. 

Nakasone's plan is a serious at- 
tempt to recycle Japan's trade sur- 
plus. But it seems weak in compari- 
son to that of Wider, considering 
the huge increase in the value of 
the yen against the US dollar since late 1985. 

The recent boast that Japan will complete its aid-doubling 
plan two years earlier than scheduled in 1990 also rings a little 
hollow when bearing in mind the increased power of the yen. 
And the hollowness rings a little louder in lightof the factthat 
Japan's ODA budget for fiscal 1987 is down 4.195 from the 
previous year, to * 1.24 trillion, the Foreign Ministry said in 
January. The drop was caused by a delay in yen-loan pro- 
jects; it is hoped this will be alleviated by an average 0.6 per- 
centage-point drop in interest rates from January. 

Recycling Japan's trade 








of payments of low-income 
countries. 

The programme, on the 
drawing board since April 
1986, is very similar to that an- 
nounced by Nakasone, mostly 
differing only in amounts, and 
is excellent, a Foreign Ministry 
aid-policy spokesman said. 

Wider reports a lack of re- 
sponse from the Japanese Gov- 
ernment so far, but there has 
been an influx of requests from 
ministries and agencies for a 
copy of the plan. Checks re- 
vealed copies had only recently 
been received and were being 
studied closely. 

The preliminary reaction at 
the Foreign Ministry, how- 





surplus in the form of aid to de- 
veloping nations is a sign of the 
modernisation of Japan's aid 
policies. Target countries, too, 
are changing according to 
global conditions and Japan's 
increasing status within the 
global community. Debt-laded 
Latin American countries are 
likely to benefit most from 
Nakasone's aid package, while 
Asia has traditionally Le the 
focus of aid. More attention 
will also be paid to African 
countries, a Foreign Ministry 
spokesman said. 

Asia received 67.8% of 
Japan's bilateral ODA in 1985, 
at US$1.73 billion. Africa re- 
ceived a paltry US$252 million 





ever, was that the government 








(9.9% of bilateral ODA), and 




















JAPAN ‘87 


| Central and South America, US$225 million (8.8%). Oceania 
| received US$24 million (0.9%). Figures for 1986 are now 
| being calculated. 

T... China has been the top recipient of Japan's ODA since 
| 1982, netting 14.4-16% of total disbursements between that 
усаг and 1985. Projects are overwhelmingly infrastructural 


| and these are decided every five years according to China’s 


China is strategically important to Japan, in both ensuring 
| stability close to home and providing Japan current and fu- 
| ture markets. Support for China's modernisation plans ranks 


| — That Japan is most unlikely to turn its back on Asia in its 
*assumption of more global responsibilities" was reinforced 
| just before the opening of the 20th ADB annual conference 
in Osaka on 27 April by the announcement that the Exim- 
| bank, with the World Bank, would lend the Philippines 
| 055300 million. These are the first untied loans by Japan to 
| that country. 
| Some future aid to the Philippines is also likely to demon- 
| strate Japan's growing sensitivity to the needs of the people 
- of recipient countries over the doubtful economic ambitions 


- of their government leaders. The Japan International Co- 





operation Agency (J ICA), which mostly handles grant pro- 
jects, early in May proposed that Japan move from the past 
policy of constructing buildings and roads there to boosting 
farming infrastructuré and techniques. About 60% of the 
Philippines’ population is involved in agriculture, JICA 
pointed out. 

Japan is under constant pressure from other industrialised 
countries. to improve the quality of its aid. The grant element 
in ODA loans has consistently lagged behind the Develop- 
ment Assistance Committee (DAC) average for member na- 
tions of the OECD figure of 73.5% compared with the DAC 
average of 91.3%. While the DAC average share of grants in 
ODA was 80% in 1985, Japan’s grants totalled only 47.5% of 
ODA. 

Calls have also been loud for an increase in Japan's untied 
aid. which accounted for 66.3% of ODA disbursements in 
1985. The figure drops substantially when it is taken into ac- 
count that supposedly untied projects are planned according 
to Japanese specifications, to be picked up by Japanese busi- 
ness. Much behind-the-scenes negotiating occurs between 
Japanese companies and recipient-country governments, 
and incentives from the Japanese side in the form of bribes 
are thought to be not uncommon. 

Nakasone's latest aid package will go some way towards in- 
creasing untied loans in Japan's overall aid disbursements. 











| Uniqueness' 
stands in the 
way of change 


By Darry! Gibson 
J apan, like most nations, is firmly convinced its 








farmers, farm produce and agricultural po- 

licies suffer under unique geographical and 
cultural pressures which inherently preclude 
foreign meddling in a purely domestic matter. 

But since trade in agricultural produce was 
hauled out of the closet and on to the international 
trade agenda at the Tokyo summit last May, 
Japan, along with the US, Canada and members of 
the EEC, has come under increasing pressure to 
open the farm books and let all the members of the 

















Gatt poke into an area once considered sacrosanct. 

At the most recent quadrilateral trade meetings in 
Kashikojima, Japan, in late April, trade ministers from 
Japan, the EEC, Canada and the US all agreed agricultural 
problems must be solved if the international trading system is 
to be saved from collapse. 

At the OECD meeting in Paris in early May, ministers 
from the 24 member countries, including Japan, agreed the 
Uruguay Round of the Gatt must tackle farm problems and 
most signatories to the Gatt agreed that farm trade can no 
longer be held off the international agenda. 

But talking agriculture in international forums and actual- 
ly solving the problems inherent in subsidy wars, quota sys- 
tems, outright bans on certain imports and internal support 
for farm communities, are two quite different matters. 

In Japan, where farmers traditionally have enjoyed politi- 
cal and economic protection from the ravages of the interna- 
tional marketplace, the new openness over agriculture prom- 
ises to wreak as much havoc on longstanding policies as in 
any other country among. those about to see their farm 
peculiarities brought under hard scrutiny. 

For many years, Japan has weathered bilateral threats 
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from various trading partners over its closed rice market, 
quotas on more than 20 other products, exorbitant pricing 
systems and tortuous distribution systems; but this year could 
well prove to be a watershed for the Japanese farmer. 


US Agriculture Secretary Richar Lyng, winding up a 
week-long visit to Japan in April, went home frustrated and 
"disappointed" with the "complete lack" of understanding of 
global farm-trade problems he found in Japan. And EEC 
negotiators have wrung their hands for years over barriers to 
natural cheese exports, wine and spirits sales and access to 
other market areas. 

International food companies have continually knocked 
their heads against distribution barriers which keep competi- 
tively priced products from reaching Japanese consumers at 
affordable prices. 

Kazuzo Ebihara, head of the Foreign Chambers of Com- 
merce food and agriculture committee in Tokyo, puts less 
blame on Japanese farmers for farm-trade problems in Japan 
than on the bureaucracy and food-distribution system, but he 
recognises that farmers, too, must change. “Japan cannot 
continue to keep certain markets closed to foreign products 
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Rice farmers, southern Honshu: a symbol of resistance. 
















and it cannot continue to pay very high prices for food, but 
change will take some time," he said. 

Ebihara, who is head of the Japan branch of one of 
Canada's largest meat-packing companies, blames his own 
problems in penetrating the meat market on distribution: 
“We simply cannot get our products to the secondary and ter- 
tiary wholesalers directly or at realistic prices.” 

But it is over rice that the strongest Japanese reactions are 
seen as international pressures mount on local agriculture. 

Diet members write homilies to the *unique cultural im- 





suki Kato, the minister of agriculture, forestry and fisheries, 
has allowed that rice and other farm-policy issues should be 
on the agenda for Gatt negotiations. 

On the farms, however, Japanese people understand little 
of the international issues. Lyng's visit, which included a 
high-profile interview on NHK, the Japanese national broad- 
casting network, probably did more to make ordinary Japan- 
ese understand the problems the country faces than a host of 
complaints sent to officials from Washington, Ebihara said. 

Zenchu, the powerful Central Union of Agricultural 
Cooperatives, already has indi- 





portance" of the paddy field in 
Japan; bureaucrats fly around 
the world “seeking under- 
standing" of Japan's unique 
problems, and cabinet minis- 
ters point over and over again 
to the great volume of Japan's 
food imports. But the argu- 
ments are looking increasingly 
thin. 


ice has become a symbol 
of what many non-Ja- 


panese see as the coun- 
trys continued resistance to 
change and Ebihara sees it at 
the bottom of the country's 
other problems. What most 
outsiders see in Japan's rice 
system is a totally protected 
market which supports grossly 
inefficient farmers, provides 
rice to Japanese consumers at 
anywhere up to 10 times the 
going price in other countries, 
and keeps land prices among 
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Advanced cultivation methods: into the world arena. 





cated it may accept a 5% cut in 
the government buying price of 
rice this year. And while it 
couched its suggestion in terms 
of lower import prices for fer- 
tilisers and lower production 
costs allied to the appreciated 
yen, it appears the mounting 
frustration of trading partners, 
Japanese business and con- 
sumers may also have played 
some part in the decision. 

And a lower subsidy pay- 
ment at the end of harvest this 
year will offer the man in the 
field a direct lesson in interna- 
tional realpolitik, too. 

Ebihara believes there is 
another lesson coming: “We 
older Japanese have a kind of 
romantic, almost mystical, 
feeling about rice and paddy 
fields and farming, but the 
younger people are mostly 
urban now and they don't 
share that feeling. Once they 





the world's highest. 

The farm lobby and Japanese politicians who depend on 
farmers for votes, see the market quite differently. To them, 
it is a system which provides Japanese farmers with a decent 
living — better than most other sectors of the economy, ac- 
cording to government statistics — and keeps Japan self-suf- 
ficient in at least one staple as well as providing political 
stability. 

High consumer prices are hardly a problem when set 
against the stability the food-control system and rice protec- 
tion provide, the supporters argue. But others in Japan are 
beginning to disagree with this. 

The powerful Keidanren economic grouping has already 
come out for reform of farm policies and gradual abandon- 
ment of the curbs on rice imports; more urban political lead- 
ers are calling for a rollback in farm subsidies, and even Mut- 








have more power, the farmers will not be as able to plead for 
special treatment." 

But how long will the rest of the world wait for change? 
Already, the US has taken Japanese quotas on 12 agricul- 
tural products to the Gatt for international rulings on their 
legality, and rice is likely to be put on the Gatt agenda very 
soon. 

Punitive US tariffs on Japanese electronics products al- 
ready have sent shock waves through the Japanese bureau- 
cracy and business community. And while neither Lyng nor 
US Trade Representative Clayton Yeutter threatened simi- 
lar action after the frustrating agricultural talks in April, the 
possibility of direct US action against bans, tariffs and quotas 
cannot be as easily written off now as it was only a few months 
ago. п 
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sociation would be made up of both producers and importers 
of a product. It would be easy, therefore, for the producing 
company to obtain information about products soon to be im- 
ported, and gear up to produce a similar product at a lower 
cost, which would kill the need to import. 

No evidence was produced that any industry association 
operated in this way — in any case, a government body 
such as the FTC would make itself unpopular by taking 
such a confrontational approach. FTC officials at the time 
stressed that they had merely cautioned those industry as- 
Penge which were in a position to cut off imports not to 

о so. 

But the message was clear: associations form to protect 
their industry, therefore they will include importers of the 
product that other members manufacture, and they will dis- 
seminate information among themselves to inform and pro- 
tect themselves. 





JAPAN '87 


In the world of finance, too, industry associations are very — 


powerful. Yet foreign observers pay much more attention to T 


the Finance Ministry than they do to the associations, and itis 


only this year that foreign banks and securities companies | 


have been able to win very limited representation on the 
committees of some of the associations. 

Some of the ministries are powerful — though not as pow- 
erful as Western mythology would suppose — and their 
power is determined by their place in the pecking order. The 
Ministry of Finance, which determines the budgets for the — 


other ministries, is still the most powerful, and it is probably} 


followed by the National Police Agency. Next might come 
the Agricultural Ministry, a law unto itself, and then, 


perhaps, Miti. The Foreign Ministry falls below these; the — 


Education Ministry is even lower. 





Who's in charge 
here? Increasingly, 
it's ‘the party’ 


By Charles Smith 


ne of the favourite questions put by frustrated foreign- 
О ers who have sought іп vain to extract concessions 

from the Japanese system is: “Who really makes the 
decisions?” More and more, the answer given by Japan’s own 
specialists on how the country’s political and administrative 
machinery functions seems to be: “The politicians." 

In the view of Takashi Inokuchi, assistant professor at 
Tokyo University’s Research Centre for East Asian Culture 
— who recently published a book on the subject — pressure 
groups within the ruling Liberal Democratic Party (LDP) 
now have the final say on many of the most sensitive policy is- 
sues, including those which con- 
cern foreign trade partners. 

This represents a change, In- 
Okuchi says, from the st- 
World War II pattern of domi- 
nance by a centralised bureau- 
cratic elite, which is described in 
(for example) an American 
scholar's 1983 book on the role 
of the Ministry of International 
Trade and Industry. 

Ichiro Murakawa, staff mem- 
ber of the LDP's Policy Re- 
search Council (the party organ 
with direct responsibility for 
policymaking), agrees that 
politicians now hold the key to 
the decision-making process in 
Japan — or rather, that the LDP 
does. In Murakawa's view, the 
Crucial stage in the discussion of 
most policy issues now takes 
place within the bukai, or intra- 
party divisional committees, 
which hammer out the LDP po- 
sition before the standing com- 
mittees of the upper and lower 
houses of parliament are con- 
sulted. 

Membership of the LDP 








bukai is identical to that of parliamentary standing commit- 
tees, minus the opposition, so the system in effect represents 
a means of previewing policy issues before they reach the 
house. Since the LDP holds a majority, as well as the chair- 
manship on all but three 20 pean standing commit- _ 
tees, decisions made at bukai level tend to match closely 
those made by standing committees, to the frustration of the 
Opposition parties. 

Each of the 20 or so bukai corresponds to one ministry or 
governmental agency, but committee members frequently 
summon bureaucrats from other ministries when the issue _ 
under debate involves a clash between two or more agencies. 
Resolving turf battles between different ministries is one of 
the functions which Murakawa claims the LDP plays in its 
role as arbiter in the policymaking process. 

The system of submitting all parliamentary business to 
prior discussion between the LDP and relevant members of 
the bureaucracy is not new, Murakawa points out. Bukai 
existed in the late Meiji era and, in the 1940s and 1950s, the 
two conservative parties which merged in 1955 to form the 
LDP were already holding joint sessions of their bukai in 
order to put up a common front in parliamentary standing 
committees against other parties. 

What is new is the way the initiative has tended to shift 
from the bureaucracy to the LDP, as the issues confronting 
Japan have become less clearcut 
and less easy to fit into self- 
contained bureaucratic “boxes” 
since around the time of the first 


(1973) oil shock. 
Bureaucratic influence has 
waned since the ой shock, 


partly because the central gov- 
ernment itself has become 
poorer, Inokuchi believes, 
whereas funds channelled into 
political parties from private 
business have continued to 
grow. But this is not the only 
reason for the gradual shift of 
power. Inokuchi sees Japan's 
post-war system of centralised 
bureaucratic control as being 
the cumulative effect of war- 
time mobilisation, the post-war 
US Occupation and the gear- 
ing-up of the nation to meet 
the challenge of high growth 
in the 1950s and 1960s. Beneath 
all this, Japan continued to 
be a nation of strong sec- 
toral and regional interest 
groups, many of which have 
become more visible — and less 
amenable to central-govern- 
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| ment control — since, GNP growth slowed in the 1970s. 
i Parallel with the decline in governability which has under- 
i| mined the power of bureaucrats, many observers see a 
| change in the quality of politicians. In the relatively simple 
| and straightforward 1950s and 1960s, the key responsibility 
| for decision-making within the LDP lay with an elite group of 
| “generals” who could easily command the support of rank- 
| and-file parliamentarians by their control of funds. 
|... Today, these generals share power with experts who have 
| built up detailed knowledge of specific issues rough serving 
|- on the same party committees for long periods (usually far 
| longer than the time spent by central-government bureau- 
| crats in one section of the ministry). 
- LDP, politicians still tend to lack the specialised legal 
Р training of bureaucrats and thus may have to fall back on offi- 
| cial help in the actual drafting of laws. Background knowl- 
| edge on a given issue, however, may frequently be greater 
| among the small group of LDP members who have spent 
| their careers specialising in, for example, tax problems, than 
|. pos their opposite numbers in the bureaucracy. 
| A final reason why the power balance has shifted may be 
| that the ex-bureaucrats in the LDP itself no longer wield as 
— much influence as in the past — or are less conscious of their 
| bureaucratic background, ^ 
| In the 1950s and 1960s it 
| was common for central- 
-| government officials to 
- make the switch to politics 
| after completing a full 
| career in the bureaucracy; 
d in other words, after 
| reaching the statutory re- 
tirement age of 55 (or 
| older in the case of offi- 
cials promoted to high po- 
3 sitions). It has now be- 
| come much less common 
| for “mature” bureaucrats 
‘| to make the switch into 
| politics. 
| Lr Instead, the “typical” 
former bureaucrat is likely 
_ to have switched in his 30s 
| orearly 40s, young enough 
-| to be able chalk up the 
| series of committee ap- 
| pointments and parliamentary vice-minister's posts needed 
| to gain an eventual cabinet position. An example of the new 
| trend is Koichi Kato, director-general of the Defence Agency 
| inone of Prime Minister Yasuhiro Nakasone's cabinets, who 
—] left the Foreign Ministry at the age of 32 — “too young." said 
$ - one source, “to have learned much about diplomacy." 
| feature of the bureaucratic transfer system which has 
e A not changed, according to Murakawa, is that most of 
н the LDP's 70-odd former bureaucrats come either 
from the Finance Ministry or from successor ministries to the 
| Naimusho, or home ministry, a government agency which 
was split up under the US Occupation into a series of minis- 
- tries dealing with domestic affairs (including labour, construc- 
tion, health and welfare, and the Prime Minister's Office). 
Transfers from the Foreign Ministry remain a compara- 
tive rarity, despite the example of Kato, reflecting the fact, in 
| | Murakawa’s view, that the ministry is less concerned with po- 
—] licy formulation than other ministries. Less sympathetic ob- 
servers say that Foreign Ministry officials are hindered from 
entering politics by lack of contact with domestic lobbies and 
local interest groups. 
The impact of the increasing power of politicians on 
licymaking in Japan has heen to make things more difficult 
or foreigners demanding structural change in the system to 
Meet their way, says Inokuchi. He sees one of the major prob- 
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lems in the current system as the existence of a *mob mental- 
ity” at the lower levels of the parliamentary LDP, arising 
from the tendency of some younger members to block deci- 
sions that are in the national interest so as to curry favour 
with specific interest groups. 4 

The way the LDP rank and file sabotaged an attempt by 
the Ministry of Agriculture and the party’s top leadership to 
cut the subsidy paid to rice farmers in the summer of 1986 is 
one example of the mob activity at work, Inokuchi suggests. 
But such activity can sometimes also be inspired from above. 

A dramatic example of the party using its muscle to over- 
rule an obviously sensible and desirable piece of legislation 
was the campaign in 1980 by a powerful group of parliamen- 
tarians to block implementation of the so-called green card 
system, aimed at preventing Japanese individuals from tak- 
ing illegal advantage of the tax breaks available on some 
kinds of private savings. The anti-green card campaign was 
led by Shin Kanemaru, a senior party figure who held the 
post of LDP secretary-general in the third Nakasone cabinet. 

Instead of trying to determine whether a system domi- 
nated by LDP MPs is better or worse for Japan than one mas- 
terminded by bureaucrats, some analysts argue that the real 
problem is the growing strength of à power machine operated 
Jointly by the bureaucracy and the LDP at the expense of all 
othersectors— including, of course, the four opposition parties. 

Academic. studies. on 
the frequency with which 
environmental and con- 
sumer organisations lobby 
opposition parties, which 
is said to be sharply down 
from a decade or so ago, 
may indicate that the op- 
position's role, even in op- 
posing, is not what it once 
was. At the parliamentary 
level, meanwhile, opposi- 
tion MPs seem increas- 
ingly concerned at being 
cut off from the increasing 
flow of information be- 
tween bureaucrats and the 
LDP. 

A counterweight to the 
stifling influence of the 
LDP/ bureaucratic power 
nexus is the system of 
"personal" advisory com- 
mittees to the prime minister on sensitive issues such as de- 
fence or tax reform, which was pioneered by former prime 
minister Masayoshi Ohira in the late 1970s and further de- 
veloped by Nakasone. 

Nakasone's committees, to a greater extent than those of 
Ohira, have tended to include *media figures" who could be 
expected to mobilise or reflect public opinion, thereby add- 
ing a new dimension to the policymaking process. But LDP 
stalwarts claim the foundation on which such committees are 
forced to operate is still bureaucratic. 

Reports submitted by relevant ministries provided the 
basic material from which the Maekawa committee (on struc- 
tural changes in the economy) drew up its recommendations, 
Murakawa claims, even though the committee's membership 
consisted largely of independent experts with non-bureacra- 
tic backgrounds. Rather more depressingly, Murakawa, 
suggests that every one of the Maekawa group's recommen- 
dations fell within a range of policies currently favoured by 
the LDP. ' 

If this description of the committee's functioning is ac- 
curate, and if other "independent" advisory groups to 
Nakasone have been built along the same lines, the indepen- 
dent approach to policymaking for which Nakasone has 
claimed credit may have been largely illusory. In that case, 
the only real way to break the policy deadlock on many issues 
in Japan could be a change of ruling party. 
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The Keidanren 
finds its wings 
are clipped 


By Brian Robins 
ong the most powerful organisation in Japan's cor- 
L^ world, the Keidanren, or Federation of Eco- 
nomic Organisations, is finding its position steadily 
eroded as the pressures on Japan's economy become more 
diverse. 
Different responses from the corporate sector to endemic 


- trade friction, along with varied views on overcoming Japan's 


present economic malaise, are making the conflicting in- 





The Keidanren's problems have be- 
come all the more notable follow- 
ing the ascension to power of the 
present chairman, Eishiro Saito. 
early last vear. 

In gaining the chairmanship of 
the Keidanren, Saito made it clear 
that his main priority was to unify 
the thinking of Japan's major em- 
ployer organisations — a strategy in 
which he has been remarkably un- 
successful. 

If anything. . Japan's big four 
economic groups — the Keidanren, 
the Japan Federation of Employ- 
ers Associations (Nikkeiren), the 
Committee for Economic Development 
(Keizai Doyukai) and the Japan Chamber of 
Commerce and Industry — have become 
even more fractious under Saito's tenure 
than was previously the case. Since his as- 
suming the chairmanship, the four organisa- 
tions have been in disagreement over a vari- 
ety of issues, including recent ill-fated moves 
to introduce a sales tax; the appointment of 
the chairman to the ad hoc Administrative 
Reform Council, and most recently over 

roposals to ease the chronic trade tension 
tween Japan and the US. 


















ingthe retention of power by Nippon Steel much less relevant. 

“In my recollection, [then] prime minister [Takeo] Miki 
may have indicated one turning point in the fortunes of the 
Keidanren,” said Hiroya Ichikawa, deputy director of the 
economic cooperation department within the Keidanren. 

“When he was prime minister in the early 1970s he intro- 
duced a bill to strengthen the anti-monopoly law, as politi- 
cians felt it was bad to have loose anti-monopoly legislation. 
The Keidanren was strongly opposed, arguing that if you 
have such legislation, you kill the dynamism of big business. 
But we lost. Also, the anti-pollution campaign became very 
important. No matter what we did, we lost. When the eco- 
nomy, and society mature, it becomes almost impossible for 
one group to remain dominant," said Ichikawa. 

Even with the steady erosion of its position of influence, 
however, the Keidanren still fulfils two important tasks. 

Unofficially, it is a key fund-raiser for the ruling Liberal 
Democratic Party, coordinating contributions from mem- 
ber corporations and forwarding them to the party. 

In addition, the Keidanren still plays a vital role in trying 
to forge a consensus among competing interests in the busi- 
ness community to avoid excess competition. But even here, 
where it should be on safer ground, its power has weakened 
significantly. The most notable recent example of this was 
with the government decision to privatise Nippon Telephone 
and Telegraph (NTT), allowing private-sector competitors. 

Here, the Keidanren pushed hard to limit the number of 
new competitors starting up against the domestic communi- 





Saito; cars for export: 'conflicting interests.’ 





Once an organisation that boasted it had 
sufficient clout to force the government to change ministerial 
appointments, the Keidanren is these days a shadow of its 
former self. The difficulties confronting the Keidanren in 
hammering out a unified view from Japan's increasingly di- 
vided business world were highlighted by the problems at- 
tending the change of leadership last year. 

Saito is also the head of Nippon Steel Corp. — once 
Japan's premier private corporation, but whose fortunes 
have declined in line with the rest of Japan's heavy indus- 
try. Saito's winning of control of the Keidanren followed 
the lengthy chairmanship of Yoshiro Inayama, also former- 
ly of Nippon Steel. That transfer of power was far from 
smooth, however, since it followed a brief but bitter strug- 
gie with Gaishi Hiraiwa, chairman of Tokyo Electric Power 

0. 

When Inayama was appointed Keidanren chairman in 
1980, Nippon Steel was still at the centre of Japan's corporate 
world. Now, the entire focus of attention of the Japanese 
'economy hasshifted to the services and financial sectors, mak- 


cations monopoly, in particular putting pressure on the 
frontline competitor, Daini Den Den, to merge with compet- 
ing interests, to ensure stable competition with NTT. The 
Keidanren ultimately lost, though its background manoeuvr- 
ings had a number of NTT's potential rivals very worried at 
the time. 

More recently, the Keidanren has been manoeuvring in 
the background in an attempt to forge a consensus over the 
number of competitors for KDD, Japan's international tele- 
communications monopoly. у 

Here again, the Keidanren is unlikely to be successful; the 
front-running consortium, led by C. Itoh and Cable and 
Wireless, has indicated strong potential demand for new in- 
ternational services, which would enable a number of com- 
petitors to survive. Even though the outcome of the Keidan- 
ren’s backroom pressure for limited competition is unclear, it 
is in areas such as this where the erosion of the organisation’s 
power has become all too apparent. 

Perhaps the most divisive issue taken up by the Keidanren 






traints, while portraying Japanese exporters 
a good light, also enabled a healthy addition to trading 
ins, boosting the bottom line to record levels for many 
porters to the. US. This effect was most visible in the 
f Japanese'car exporters. Even so, the policy was 
'ngly criticised by some in Japanese industry — including 
the vehicle industry: the head of Toyota Motor, Eiji Toyoda, 









was a vociferous critic. ЖЕ ' 

The true role of today’s Keidanren is difficult to assess. 
‘vacuum that has often occupied Japanese. politics has 
en the organisation the opportunity to move in, along with 

ie powerful ministries, such as the Ministry of International 
nd Industry. Keidanren insiders say that often in the 
orld War II period, top-level bureaucrats would pri- 
ately visit the Keidanren, asking it to push an issue publicly 
bid to force a reaction from politicians. 












move all tariffs on imports of industrial goods as part of the 
.general process of opening its markets. Given entrenched 











ecently, the Keidanren has argued that Japan must re- 











bureaucratic and corporate interests, this issue 
popular with rival business organisations or the govern 
though there were signs that changes may occur ahead 
Venice Summit. © à & TOI SEC 

The difficulty facing Saito, who wanted regular con 
tions between the four big employer groups, is the r 
suspicion that such meetings would represent ап 
the Keidanren to-regain its position as the pre-eminen 
ployer group in Japan. | | 

But the problem that will not go away for the- Kei 














the question of its leadership. The long period of do 
by Nippon Steel will come to a close when Saito ste 
though when this will be is unclear. 

The initial term of office for the Keidanren chai 
two years, with multiple terms the norm. If Sa H 
usual practice, he will be in power at least until 1990, 

“We never had a well-integrated business commu 
said Ichikawa. “We are living now in a situation whe 
four leaders [of the employer organisations] are differ 
is] a very complicated system, with conflicting interes 






















The common blue 
mussel {Mytilus 
edulis), once attached 
to а surface, has th 
power to withstand 
a gale force - 
of SÜmph. 





























Mitsui 0.S.K. Lines prides itself on 
dependable service. 


For over 100 years Mitsui O.S.K. Lines has known, . 
the value of providing fast, reliable ocean transport. 
This steadfast. commitment to satisfaction-oriented. : 
service has.been the hallmark of'our operations since" 

we first took to the waves back in 1884. Today, it 
is backed by the industry's most technologically 
advanced computer systems and satellite соттипса- 
tions ensuring quick, safe delivery, by sea and land, to... 

destinations everywhere. Г 
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LOBBIES/CONSUMER ORGANISATIONS 


More a barrier 





than a force 
| for reform 


By Roy Garner 
apan's labyrinthine network of approximately 4,300 
J consumer organisations nationwide is facing the early 
signs of an identity crisis, with slipping membership and 
a diffusion of goals. 
These organisations follow a proud activist tradition 


"which dates back to the days of citizens’ campaigns for the 


stable supply of basic commodities in the post-World War H 


- reconstruction period, and continue to crusade for quality 
“апа safety in consumer goods and against unscrupulous be- 


haviour by large organisations. 

In the shape into which they have evolved, however, they 
are ill-suited to tackling one of Japan's most pressing contem- 
porary dilemmas: that of restructuring domestic markets so 
as to improve access for foreign goods, thus easing interna- 
tional trade tensions. 

On the contrary, the consumer organisations are likely to 
present à critical obstacle to the Japanese Government in its 
attempts to live up to promises to foreign governments of 
p opportunities for toreign products in the Japanese mar- 

et. 

Although freer access for foreign goods holds the promise 
of lower consumer prices, consumer organisations are gener- 
ally opposed to the liberalisation of agricultural products and 


resist the entry of many other imports on the grounds that 


hard-won safety standards and inspection procedures could 
be compromised. 

Another reason for their antipathy towards foreign goods 
is the fact that many group members are producers as much 
as they are consumers — for example, supplying produce to 
the numerous agricultural cooperatives. This vested interest 
is reflected in the makeup of the consumer groups' overall 
funding: while membership fees and magazine sales account 
for *3.45 billion (US$24.7 million, or 16.8% ) and % 320 mil- 
lion (1.6%) of funds respectively, the sale of goods, notably 
agricultural products, accounts for ¥12 billion (58.6%) of 
the total. 

The conservative character of today's consumer move- 
ment is largely accounted for by the nature of its remarkable 

st-war achievements, the legacy of which is that it now sees 
its primary task as the tenacious defence of ground taken, in 


| the form of communal welfare, in the struggle against what 


the organisations perceive to be a predatory corporate com- 
munity. They are more concerned with holding onto their 
ains than in venturing into the alien territory of market re- 
orm. 

The first consumer organisations evolved from the war- 
time women's regional groups for national defence and 
security. These groups were disbanded by the US Occupa- 
tion forces, but later provided the basic infrastructure for 
numerous housewives' associations. 

The leading group of the period was Shufuran, or the 
Japan Housewives' Association, founded in 1948, which re- 
mains one of the most prominent consumer bodies. Shodan- 
ren, or the National Liaison Committee of Consumer Or- 
ganisations — which today leads the field among the eight 
largest national groups — was established in 1956. 

Initially, the battle was for stable supplies of basic foods, 
for a population often living at starvation levels. Trends in 
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Tokyo demonstration: greater awareness. 
the growth of groups in ensuing decades are well illustrated 
by the slogans they engendered. 

In the 1950s and 1960s, the catch phrases were "don't be 
fooled by big business." and "seek safe products and goods." 
This was also the period of the o-Shamojt Obaasan, or placard- 
carrying ladies, when congressman Edward Kennedy's 
1962 declaration on consumer rights — concerning safety, 
knowledge, choice and appropriateness of goods — provided 
a rallying point for public opinion in Japan. 

Many first joined the consumer groups in the 1970s. This 
was the heyday of direct-action-type movements,- when 
groups such as the Consumer's Union of Japan (1969) prolif- 
erated, fighting class actions against large corporations, in- 
spired by the methods of the US' Ralph Nader. Major suc- 
cesses were achieved in campaigns against the use of synthe- 
tic detergents and chemical food additives. 





Why the price 
is definitely 
far from right 


By Charles Smith 


he jump in the yen's value from around ¥250:US$1 in 

B the summer of 1985 to some 150 in early 1987 ought to 

have made foreign products far cheaper in Japanese 

shops. Yet the percepuon of most foreign residents in Tokyo 

— to say nothing of the exporting countries — is that Japan is 

still a land of excessively high prices when it comes to im- 
ported consumer goods. 

Rumours of importers reaping windfall profits on cheaper 
imports while continuing to sell at the same price as before, 
or of associations of Japanese manufacturers pressuring re- 
tailers not to cut prices of imported goods below the value ôf 
home-produced goods, are rife in Tokyo — though precise 
details usually seem to be lacking. 

The general impression created by such talk is that normal 
competitive forces do not work in Japan, either because they 
are obstructed by powerful domestic interests, or because 
consumers themselves, by some odd psychological quirk, are 
not interested in low prices anyway. 

The charge that imported goods cost a lot in Japan — at 
least if they come from the US or Europe — seems to be 
















tsukoshi in Ginza: more spending power. 











chemical compounds to be used as food additives — fewer 
than in many Western countries. Similarly, the use of pest- 
icides and preservatives is restricted. 

Shinji Yoshioka, an official of the Economic Planning 
Agency’s (EPA) Consumer Affairs Division, said that in the 
1980s the primary concern of the groups lies in the whole- 
someness of food and the health of the environment, but 
added: “There has been a breakdown of identity among 
these groups, which focus on either helping weak consumers, 
seeking healthy food or attacking corporations. . their goals 
have become confused.” 

On the government side, Yoshioka said, the slogan is now 
“independent consumers,” and the EPA believes it achieves 
the necessary interplay between consumers and government 
via its monthly meetings with the eight main consumer groups. 
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As a direct result, Japan now allows only 347 synthetic + 


Naokazu Takeuchi of the Consumer’s Union said his 
group’s current aim is “the development of a network of 
grassroots movements with an improved exchange of infor- 
mation.” The group is prominent in its opposition to the im- 
port of foreign rice, arguing that self-sufficiency and price 
stability in staple foods is a higher priority than that of price 
competitiveness. 

Takeuchi claims that, compared with several years ago, 
Japanese consumers are now *more aware, quicker to ap- 
preciate consumer issues and more receptive to consumer 
campaigns," but acknowledges that consumer groups have 
lost much of the clout they enjoyed in the post-war period. 
"In the days of the [1970s] oil shock we pushed the govern- 
ment to make anti-trust laws stronger, and it worked then, 
but nowadays the people in charge at the Fair Trade Com- 
mission only take note of the companies' interests." 

Frustration over the current hiatus in consumer activism is 
also expressed by Kataoka Masuru, the dynamic organiser 
of a newly established Tokyo-based group called Press Alter- 
native (PA). In common with other organisations, PA finds 
itself battling growing public apathy towards consumer-price 
issues, caused in part by increased levels of affluence. 

Masuru is not a man to be discouraged, however. He ear- 
lier gained a reputation in Japan for "anti-social" activity 
through his unsuccessful attempts to organise the indepen- 
dent import of petroleum products, which threatened pricing 
cartels enjoyed by major producers. 

His latest strategy is to examine in great detail the precise 
importation routes of specific products, and to highlight un- 
fair practices. Recently, PA studied, and then brought to the 
attention of the national media, import channels for East Af- 
rican coffee, which were resulting in excessive prices to the 
consumer. As a direct result of the ensuing bad press, na- 
tional prices for the blended coffee were cut by more than 
10%. PA has reported a flood of enquiries for similar assist- 











firmly based on fact. A survey carried out in December 1986 
by the Economic Planning Agency (EPA) found a 750-ml 
bottle of Chivas Regal scotch whisky selling in Japanese 
stores at a standard price of Y 10,000 (US$71.80); the same 
brand could be bought in London for the equivalent of 
Y 3,530; in Paris, for Y 3,500, and in Washington for X 2,969. 

High-grade whisky was not the only product for which Ja- 
panese consumers were paying through the nose at the end of 
1986, according to the EPA survey: 


| sumer items in March 1986, six months after the start of yen 

revaluation, found that only four items (shirts, sports 
| shoes, watches and tennis rackets) had enjoyed "significant" 
| price cuts, while eight had been “marginally” reduced and 
| another eight were selling at prices unchanged from August 

1985. 

| By contrast, à Miti survey carried out in January this year 
claimed "significant" cuts in 14 product areas, and marginal 
cuts in 15 others, with only one pro- 





a 113-gm bar of Hershey's chocolate 
cost #300 in Tokyo in December 
1986 (about three times as much as 
locally produced chocolate); it could 
have been bought in Los Angeles for 
*152. 

A silk tie imported from France 
was on sale for 12,000 in a Tokyo 
department store, but could have 
been bought in Washington for the 
equivalent of ¥9,058 or in Paris for 
*Y 8,845. Even such a relatively hum- 
ble product as Italian spaghetti was 
distinctly dearer in Tokyo than in 
the US or Britain, though the dif- 
ferent packet sizes used in Japan 
made the comparison less straight- 
forward. 

The Ministry of International 
Trade and Industry's (Miti) answer 
to charges that imported goods are 
ridiculously overpriced in Japan is 
that, even if prices are high, they are 
starting to come down. А Miti sur- 
vey of the prices of 20 popular con- 
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Imported wine: а costly tipple. 


duct (eau de cologne) selling at 
exactly the same price as before yen 
revaluation. Yet the picture of “de- 
layed but effective” response to re- 
valuation which is suggested by Miti 
still has to be reconciled with strik- 
ingly high prices in some sectors. 

Another problem seems to be 
sharply different pricing patterns for 
similar products, or in some cases 
even for the same product sold 
through different distribution chan- 
nels. 

Not all these differences can be 
explained by the fact that the yen 
has appreciated more against some 
currencies than others, though the 
Miti surveys make much of this 
point in explaining the lack of price 
cuts on goods imported from 
Europe. At least equally паробаві 
аге a range of psychological, or in 
some cases physical pressures, 
which have prevented Japanese con- 
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price stimuli in the same way as markets in most other de- 
veloped nations would normally be expected to do. 

Of the physical barriers which have slowed down the im- 
pact of yen revaluation, the most notorious is the distribution 
system itself, with its multiple layers of wholesalers and its in- 
numerable, tiny retail outlets. 

E The tendency for a large percentage of the profits gener- 
_ | ated by exchange shifts to be creamed off at the wholesale 

level, leaving little, if any, margin for price cuts by retailers is 
| | admitted even by Miti officials, who defend the system. But 
| | the sheer complexity of the traditional distribution system 
—] may be less significant than some of the more subtle forms of 
| | pressure which operate in particular 
sectors. 

The forward integration of Japan- 


The psychological barrier is the tendency for Japanese 
consumers to react to the historical scarcity of imports by see- 
ing them as high-cost luxuries (in the case of branded Euro- 
pean and US goods), which logically ought to be expensive, 
whatever the yen exchange rate. 

This prejudice seems to be so deeply entrenched that even 
the handful of European importers who have taken the trou- 
ble to build their own distribution networks in Japan hesitate 
to make deep price cuts on products that have come to be re- 
garded as hakuraihin (imported exotica). 

The price structure for British-made cashmere sweaters 
(normally sold at Y 40-50,000 apiece) is a case in point. Ac- 
cording to one source, a cut of Y20-30,000 in the price of an 
established brand could risk *destroying the market over- 
night." The most that can be done, 
this source said, is to introduce new, 
unknown brands at lower prices in 


ese manufacturing industry into the 
retail sector, by means of loans to 
wholesalers or retailers or by means 
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the hope of creating a new market 
segment. 
The luxury image enjoyed by 


of exclusive regional supply con- 
tracts, seems to have been an effec- 
tive form of leverage against imports 
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European goods clearly does not 
apply to products imported from 
Asia, but in this case the longstand- 


goods) 





in the big home electrical-appliance 
market (where tiny stores that only 


ing dominance of the Japanese mar- 
ket by domestic brands seems to be a 





handle the products of one major 


problem. Goods brought in from 





manufacturer are a common sight 


South Korea or Taiwan are unlikely 
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throughout Japan). 

In the equally crucial liquor mar- 
ket, the system of licensing by the 
Ministry of Finance (MoF), which 
goes back to World War II (when the 
government used its liquor-tax in- 
come to pay the wages of Japanese 


wholesale price index. 


| "Import prices are those of all imported goods included in the 
Source: Economic Planning Agency. 





to be saleable under the brand names 
of their original makers and can thus 
only be sold under Japanese. names 
— which means that a Japanese 
manufacturer is likely to control the 
marketing — or as non-branded goods 
of inferior status. 





soldiers), has effectively served to 
block free competition. 

The difficulty of obtaining MoF li- 
quor licences explains why only a 
| small minority of Japanese super- 

markets and chain stores have wines- 

` and-spirits departments. For those 

that do, the danger of having the li- 

cence revoked seems to have acted as 

a powerful disincentive to cut prices 

of, for example, imported whisky, by 

anything like the amount that might 
seem justified by yen revaluation. 
Direct pressure by the MoF on 
superstores to maintain their profit 
margins on imported liquor is hard to 
document, but at least one importer 
| feels that the system operates to pro- 
f tect the profits of long-established 
small retailers. It also appears to 
suit Suntory, the leading Japan- 
ese whisky distiller, whose prices 
have remained rock hard since yen 
revaluation, even though its higher- 
grade whiskies contain a large pro- 
portion of imported bulk whisk- 
ies. 

The direct obstacles that the liquor-licensing system has 
placed in the way of low-priced sales of whisky by superstores 
have no parallel in the case of other imported goods, ranging 
from garments to furniture and from sports goods to food. 
However, the major superstores have been hindered from 
boosting imports by two other sets of obstacles, one institu- 
tional and the other psychological. 

The institutional barrier is the so-called Big Stores Law, 
which makes the opening of new stores, or the increasing of 
an existing store’s floor space, subject to approval by a local 
chamber of commerce, and hence by local small retailers — 
which tend to make up the majority of the membership of 
such chambers. 
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Imported golf clubs, Tokyo: any number of hindrances. 





The choice between these alter- 
natives clearly limits the possibilities 
for Asian goods, even though some 
Asian manufacturers, such as South 
Korea’s Lucky GoldStar group, 
seem to have decided that the time 
and trouble needed to build up a 
brand image in Japan may in the end 
be justified. 

The wild card in Japan’s distribu- 
tion system is the so-called parallel- 
import system, under which inde- 
pendent traders, who may be large 
general trading companies or one- 
man operators, have begun shipping 
in popular branded goods by “inde- 
pendent channels” since yen revalua- 
tion, by-passing the entrenched net- 
work of manufacturers’ sole agents 
which traditionally monopolised the 
branded-goods market. 

Prices of products brought in 
through the parallel system — which 
are normally purchased in a third 
country before being shipped to 
Japan — can undercut established 
Japanese retail prices by as much as 
30-50% and may in some cases have done much to boost de- 
mand. (The explosive growth of sales of West German cars in 
Japan since yen revaluation could be a case in point.) 

But the phenomenon of parallelism is seen by most 
analysts as being more of a pointer to the restricted nature of 
the Japanese distribution system than a means of breaking it 
open. What Japan really needs is a normal and free distribu- 
tion system for imported goods in which profits would be 
earned by satisfying rational consumer preferences rather 
than as a result of fixing the odds in favour of one group of 
distributors or one manufacturer's products. For all the talk 
of an new era of consumer-driven economic growth, this 
seems to be still some way off. 
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Thai International was the first 
airline to use the new GE CF6-80C2 
engine to power new widebody 

Now in its second year of opera- 
tion, the engine has lived up to its 
every promise. And then some. 

On reliability, the -80C2 
experienced not a single engine- 
caused shop visit during its first year 
of revenue service at Thai Interna- 
tional. On fuel consumption, its 
efficiency was exactly as promised. 

No wonder more than 25 air- 
lines around the world have selected 
the CF6-80C2 as the preferred 
engine for their new generation, 
widebody aircraft. So far. 

Promises Count. 

The Royal Palace is one of the great national 


treasures of Thailand. It is located in downtown 
Bangkok, home of Thai Airways Internatio 









































€ Mitsui was the first Japanese bank to tailor its international organization to 
correspond precisely with the realities of today’ s international markets. 

€ Mitsui decision- making i is done at local level, with ultimate authority placed 
firmly i in regional h headquarters. Р” 
© Mitsui can therefore assure customers of the 
fastest reaction to opportunity. 

€ For the full range of services in international 
banking, securities business, merchant banking 


and consulting, contact Mitsui - first and fast. a 



























FINANCE Pm 
FIRST & FAST 


Mitsui is best organized to respond fastest to customer demands in 








the era of global business and finance. 
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Europe Division Headquarters: 3 London Wall Buildings 
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Fiji’s unwritten rules of 
keeping your distance 


By Hamish McDonald in Suva 
A; Fiji's hotels and resorts emptied 
after the military coup and com- 
munal violence last month, Suva draper 
Eric Martin had an idea which that he 
hoped might just bring back the good 
news and the tourists. Buying space in 
the Fiji Times, Martin о 0, a prize 
of F$5,000 (US$4,166) for the most “win- 
ning smile” from a mixed-race couple. 

With 22 entries so far—including two 
Fijian ladies who came in without 
partners and were matched up for a por- 
trait with volunteers among his Indian 
shop-assistants — Martin bravely thinks 
he may have solved the obvious shortcom- 
ing: “A fellow at the United Club was 
telling that at least 20 of the Indians at the 
Lautoka Club had Fijian wives.” 

While Fiji’s two closely balanced ra- 
cial groups do marry into other groups 
who make up the 5% “general” section 
of the 715,000 population — Euro- 
peans, Chinese and Polynesians — the 
exception rather proves the rule that 
they keep their distance from each 
other. Race has proven to be a stronger 
division than anything else since the first 
shipload of Indian indentured workers 
arrived on the sugar-cane fields in 1879, 
five years after Fijian chiefs ceded their 
country to the British crown. The prob- 
lem has worsened since the 1946 census 
which first showed Indians outnumber- 
ing Fijians. 

Race-consciousness hits the outsider 
at the moment of arrival: a section of the 
landing card demands that residents tick 
the box indicating their race. Some tacit 
rules suppress racial issues. Race is not 
normally attributed to criminal suspects 
and their victims in press reports, for 
example — but er knows by the 
name, the place and the kind of event 
what racial factors are involved. Sensors 
are alert to any kind of trouble. 

Indians and Fijians worship differ- 
ently and separately: the Indians large- 
ly in Hindu temples, most Fijians in 
Methodist churches that are packed to 
overflowing each Sunday and resound 
to hymns sung in close Pacific har- 
monies. The two races go to school 
separately in most cases (to be educated 

*in the same language, pe and live 
separately if sometimes close together. 

In some professions there is an even 
racial mix: the civil service, the police 
and teachers. But in most occupations, 
few of the two races work alongside 
each other on the same plane. The 
Royal Fiji Military Forces are nearly all 
Fijian, the lawyers are about 80% In- 
dian and doctors over 70% Indian. The 
Fijians are waiters, gardeners, room- 


maids and receptionists in the hotels. Of 
the 20,000 cane-farmers, about 80% are 
Indian with some common causes with 
the Fijian minority among the cash- 
croppers. But their closest direct link is 
with Fijians as landlords and casual 
labourers — the latter often belonging 
to the same tribes that own the land. 
Perhaps of any Indian community, 
the Fiji Indians would be the most likely 
to adapt to a new society if they were 
given the chance. Since the first 
wretched shipload arrived, the Indians 
have evolved, with one exceptional sub- 
group, almost along Antipodean lines. 
According to some observers, even after 
migrating further afield to Vancouver, 
Auckland or Sydney, they retain a dis- 





tinct, open outlook compared with im- 
migrants arriving directly from India. 

The majority of the indentured 
labourers, who came at the rate of about 
2,000 a year over 1879-1916, were from 
northern India, mostly from Uttar 
Pradesh and some from Bihar. Travel, 
work and living conditions were bad and 
so evenly spread that they wiped out al- 
most all distinctions of caste. “The 
plantation was a great equaliser,” said 
Ahmed Ali, the foremost scholar of Fiji 
Indian society. 

Similarly, differences of religion 
among Indians were subdued. Mar- 
riages between Hindus and Muslims be- 
came and remain quite common, In 
politics, religious differences have occa- 
sionally produced tension in the Indian 
camp when reinforcing clashes between 
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strong personalities — which Euro- 


RACE] 


peans and Fijians have worked on — | 


but have not produced decisive splits, 


Language has also drifted towards 
unity rather than division. Hindustaniis | 


widely spoken among the Indians, its — 
written form identical with standard — 
Hindi used in present India. The s 


guages of the Indian state of origin, | 
rather than evolving locally. An Indian — 
arriving from Uttar Pradesh today 

would have no difficulty fitting in, but — 


one from another region might find | 


many words puzzling. 

Separation from the Fijians was en- 
couraged by British policy from the - 
start. Arriving soon after the fierce 
Maori War in New Zealand and con- _ 
scious of their undertaking in the Deed 
of Cession to protect Fijian land and 
customs, British administrators con- 
sciously chose to avoid an exploitative ; 
relationship by the importation of plant- _ 
ation labour while bans on land trans- 
fers (except for previous sales, and a 
brief lapse in 1905-09) kept the Fi- 
jians as the landlords. 


Е" the start of labour re- 
cruitment, Delhi insisted that 
40 women be sent to Fiji for every 
100 men. This was not always 
adhered to, and even if it were, it 
might not have prevented the fights 
and squalid business that history 
records of the early years. But by 
the time recruitment ended, about 
40,000 Indians elected to remain in 
Fiji as free settlers, running small 
businesses or farming plots rented 
from the Fijians € selling their 
cane to the Australia-based Colonial 
Sugar Refining Co. The descen- 
dants of the canefield labourers are 
now foundin the professions as well 
as these small-scale occupations — 
farming, working in the sugar mill 
at Lautoka, running buses and taxis, 
or building. 

The Gujaratis, who mostly ar- 
rived as self-funded settlers be- 
tween the wars, are quite distinct within 
the Indian community, though not great- 
ly differentiated by Fijians and other 
outsiders. More entrepreneurial, they 
quickly came to dominate the larger- 
scale trade and retail operations in the 
towns, even taking over business from 
such Australian companies as Burns 
Philp and Carpenters. 

The old northern Indians have lost 


their direct contact with India, though 
they retain Indian culture in their lan- 
guage, dress, music and so on. Not 
many have kept in touch with relatives, 
and few са — cen village of Mo 
eat- ather. Compared wit 
faction bt Indians in the Carribean, the 
Indian High Commission in Suva has 
found less interest in New Delhi's “trace 
your roots" programme for overseas In- 


poken | 
form is flavoured with the regional lan- | 


4 


к= 
. 


| 
р 


A 
Н 
ү 
t 


‘dian communities. Air-India stopped 
flying to Fiji in the early 1970s when it 
converted to wide-bodied jets. Even 
now traffic would not justify exercising 
the landing rights it retains. 

To suggestions by Fijian extremists 
that they all migrate back to India or 


_ somewhere else, the typical answer is: 


T 


“I was born here, like my father and 


. grandfather. We built this country with 


- our labour. If all the Indians left, this 


- country would be like Uganda." 


In contrast, links with India are re- 
newed every generation for the 10,000 


| orso Gujaratis. Marriages are arranged 
| back in India, and the brides imported. 
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. Together with their ostentatious display 
. of wealth this causes some resentment 
_ among the other Indians, who are trying 


-.to show their loyalty and commitment 
to Fiji. 
Coincidentally, the land most suita- 
- ble for sugar — the west of the main is- 
land of Viti Levu — was also the region 
where Fijian society was most fluid. At 
the border of two cultures, the Fijians 
shade culturally from a Melanesian base 
| in the west to heavy Polynesian influ- 
ence in the eastern Lau Islands, through 
which came Tongan invaders in great 
war canoes. In the eastern islands 


g - stretching to the southeast corner of Viti 


Levu, communities fell under the 
leadership of hereditary chiefs. Fierce 
wars combined communities into three 
t confederacies — Bau, Rewa and 
ovata — under high chiefs. In the 
- west, political units were smaller and 
- links to the high chiefs more tenuous. 
As with the Malayan sultans, the 
eastern-based chiefs provided a conge- 


nial local elite through which the British 
could rule, and dampen down radical 
tendencies. The Fijian got the lion's 
share of rents from communal lands, 
perks on various government boards, 
and delighted in imperial honours. A 
locally raised battalion harnessed the 
Fijian martial spirit, with chiefs sprinkl- 
ing the officer corps, though it was not 
blooded in the British cause until the 
Solomons campaign of World War II 
(Fiji Indians refused to fight because 
they were not offered the same status as 
European volunteers). 

In the west, which was more inten- 
sively exploited by the CSR monopoly, 
Fijian and Indian labour drifted to- 
gether in the first trade-union and politi- 
cal-rights movements, which were stir- 
red by envoys from the Congress party 
in India. In 1919, a Fijian commoner 
named Apolosi Nawai led a millenarian 
fund-raising campaign to prepare for 
the overthrow of European rule. The 
Council of Chiefs, whom Apolosi ac- 
cused of exploiting their own people, 
urged his suppression. 


T p weakness in the Fijian leadershi 
system in the west was the breac 
through which the newly formed Fiji 
Labour Party and the much com- 
promised Indian-based National Feder- 
ation Party drove to victory in the 12 
April elections, upsetting the implicit 
understanding widely believed | to 
underpin the intricate voting system set 
up under the 1970 constitution wg: hm 
after Fiji gained independence from 
Britain): that Fijians,-and Fijian chiefs 
at that, would always rule. 
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Malaysia provided a model for the 
Fijian system in many respects. The Fiji 
battalion had fought in the Emergency, 
and many of its officers, such as the pre- 
sent Governor-General (and former 
deputy prime minister) Ratu Sir Penaia 
Ganilau, later entered роне The Fiji 
chief minister (and then first prime 
minister) Ratu Sir Kamisese Mara 
formed a close friendship with then Ma- 
laysian prime minister Tunku Abdul 
Rahman. British officials in Suva 
tended to be old Malaysia hands — 
Governor Sir Derek Jakeway had been 
chief secretary in Sarawak. 

Rather than weighting a rural electo- 
rate to gain indigenous dominance, as 
in Malaysia, Fiji’s 1970 constitution 
adopted separate racial rolls with the In- 
dian and Fijian seats equal, making the 
other races the power-brokers in the 
event of an even split. But with each 
voter having four votes — one for candi- 
dates of his own race on a communal 
roll, and one each for Fijian, Indian and 
a “general” candidate on a national roll 
— all parties were encouraged to can- 
vass in all racial communities. 

The Fijian political vehicle, the Al- 
liance Party, drew on the Malaysian 
body of the same name, comprising as- 
sociations of Fijians, Indians and other 
races but with Fijian supremacy 
acknowledged. As with the Conference 
of Malay Rulers, formed from the nine 
sultans, matters affecting indigenous 
rights were subject to veto by the tradi- 
tional leadership embodied in the Great 
Council of Chiefs, via their nominated 
eight members of the 22-member senate. 

For 17 years, the constitution was in- 


Refurbishing Khmer glory 


By Murray Hiebert in Siem Reap 
team of Indian archa ists has 
begun restoring Angkor Wat, the 


world’s largest temple complex built in 


northwestern Cambodia more than 


eight centuries ago. 

Last November, a dozen Indian spe- 
cialists and 300 Khmer workers began 
work on the temple’s West Gate li- 


brary, using brushes, cleaners, fun- 
gicides and preservatives to clean the 
sandstone for the first time since the 
complex was built. The treatment turns 
the stone from a dull black almost back 
to its original greyish white. 

K. P. Gupta, who heads up the In- 
dian team, estimates the project 


Work will stop for 
during Cambodia’s hot rainy season. 





the stone over the centuries. Mounds of 
bat dro and heavy rainfall have 
caused e n to some floors, figures 
and relief carvings, while trees growing 
in cracks have forced the stones to shift. 

War also West Gate, 


Khmer Rouge were to wrest con- 
trol of the temples from the US-backed 
Lon Nol regime, several shells hit the 
gate’s roof causing some . But 
none of the reports of devastating bat- 
tles in the temple or stories about the 


Khmer Rouge turning Angkor into an 
ammunition dump appear to be true. 


G ints out that looting and 
Vis ERN acing dh fnr cen- 
turies. Japanese visitors dating back to 
the late 1600s and Vietnamese coming 


in recent years have carved 
into the rock. Some apsarases, the 












fused and merged with the tra- 
ditional leadership for the Fi- 
jians. Mara was elected prime 
minister, as well as Tuilau (high 
chief) of the Tovata confeder- 
ation, and his wife became the 
Rokotui Dreketi (high chief) 
of the Rewa confederacy. The 
Indians in the opposition 
acted as though it never want- 
ed control, and fumbled until 
elections were called in 1977 
when it did win a majority. 
The deposed prime minis- 
ter Timoci Bavadra, a com- 
moner, though married to a 
chiefly Fiji woman, clearly 
had support in the westof Vitu 
Levu and Suva among those 
Fijians who were never close 
to the chiefly system or re- 
cently alienated from it. But 
to the majority of Fijians in 
the east his victory was a 
cheat, not the outcome of an 
honest competition on merit. 
“I think most Fijians were 




















A ы | 
Suva business district: dominated by entrepreneurial indians. 





about the security of 
leases caused them to s 
about alienation. Fijians 
levels constantly say the 
scared of being pushed to | 
margins, like the Mao 
Aborigines ^ and Ka 
around them. The. politi 
system, and the army, 
therefore belong to the 
their freedoms and pro 
are assured whycannotth 
dians be satisfied with 
ness, the civil service 
professions? Why. do 
want to be called Pian 
At the same time, sor 
prominent Fijians, such 
central bank head. Savei 
Siwatibau, worry about 
values being fixed in the | 
and the lax standard: 
have crept under the “ri 
leadership they produce 
are now in the 20th cen: 
and we need a system to 



















































































convinced he had not made it to the top 
under his own steam, that he was just a 
puppet of the Indians," saidone Western 
student of Fijian culture in Suva. *He 


was a nice, kind, obliging soul." 
B avadra's attempts to pay respects 
to the chiefly system only made it 
worse. Immediately after election he 
took the Fijian Affairs portfolio, which 
made him chairman of the Great Council 
of Chiefs. But how could a commoner di- 
rect the debate of men before whom he 
should adopt a crouch? Bavadra 





— 


courted and gained the blessing of the 
Vunivalu (high chief) of Bau. But 
everyone knew the old Vunivalu was a 
bit past it, and in any case Bavadra 
Should have worked his way up the sys- 
tem by starting his calls with his own 


chief. However, as his own chief hap- | 


pened to be one of Mara's Alliance 


ministers it'was obvious he could not win., 
Like the Malays with their sultans: 


and their religion, the Fijians cling to 
the chiefly system as being crucial to 
their identity. Bavadra’s win threatened 
it, just as remarks by Indian politicians 
















— with it,” he said. "We nei 
checks and balances, rules to gover 
allocation. of. resources. Тһе с 
must be there to keep the leaders ont 
straight and narrow." | 

But Siwatibau admits that even 








beautiful female dancers, have been dis- 

‚ figured by soldiers taking target prac- 
tice. Just after Vietnam invaded Cam- 

. bodia in late 1978, statues allegedly 
from Angkor Wat showed up in Thai 
and Vietnamese antique shops, but for- 
tunately many of them turned out to be 
fakes. 

Gupta says some of the temple 
complex will have to be taken apart and 
entirely rebuilt. At the end of the year, 

| the Indians plan to begin putting back 
the stones in the southwest side of 
Angkor disassembled by French ar- 
chaeologists 20 years ago and now over- 
' grown with grass, 


ne of the more controversial as- 

pects of the reconstruction involves 
pouring concrete filler and digni the 
- missing figures in places where the origi- 
nal stone is seriously eroded or missing. 
The Indians believe the cement will h p 
restore Angkor to its original appear- 
ance, but Western aid workers in Cam- 
bodia and other archaeologists argue 
that the cement mars Angkor's an- 
cient beauty. They say India should 
only preserve the temple against fur- 
ther damage and not try to restore it 
by using modern 








Phnom Penh turned down offers to 
restore Angkor from Poland and Fr- 
ance before signing an agreement with 
India which excludes help from other 
countries and organisations. Phnom 
Penh may have decided to reward India 
for being the only country outside the 
Soviet bloc which recognises the Viet- 
namese-backed Heng Samrin regime. 

But the Indian archaeologists think it 
natural that they should be involved be- 
cause the cultural influence brought to 
Cambodia by Indian traders and religi- 
ous teachers hundreds of years о: Tie 
archaeologists working at Angkor say 
the myths and legends depicted on the 
temple's walls remind them of Hindu 
temples in southern India. 

Angkor was built in the early 12th cen- 
tury at the height of the Khmer Empire’s 
power. In the 15th century, Cambo- 
dia’s capital was moved and Angkor was 
abandoned to the jungle until the 1860s 
when it was rediscovered by the French, 
French archaeologists worked to re- 
store Angkor until they were driven out 
during the fighting in the early 1970s. 











building materials. | dian who 


Angkor Wat was mostly red 
when the Khmer Rouge ruled C; 
bodia after 1975. Pich Keo, a Cambo- 
id worked at the ten 





' the French conservator Bernard Gi 
lier, said it was overgrown with. 
and littered with garbage when 
his colleagues te to begin we 
on Angkor again after the Vietnam 
invasion. ei 

Still, Angkor Wat continues o 
the national symbol of Cambodia 
shows up on everything from money 
cigarette packets. Both the Heng Sai 
rin government and the guerilla re 
ance groups use it on their fla 
Khmer Rouge, like previous r 
have three towers on their 







































Phnom Penh's flag has five towers 
though two towers cannot be seen wh 
a visitor arrives at the main entran 
Some foreigners joke that the new fl 
has “political perspective.” 

Very few visitors are allowed t 
Angkor today, largely because 
bodia’s isolation and the ‘conti 
guerilla war in provinces bordering 
Thailand. Earlier this year, two Japs 
ese travel companies and one A 
lian up began organising - aln 
w one-day trips to Angkor ^ 
Local Siem Reap officials charge these - 
tourists a fee for the soldiers providing 











security. hs 












































| themselves to scenes at- 






































CHINA 


‘New wine in old bottle? 


_ The New Chinese Painting 
Inc., New York, 1987. No price given. 


H ow different are the parameters of 




















| the way traditional and 


| reality, natural or political. 


‘wah 


Тош in her book, a major 


| White man go home 



































Chinese art in the communist period 


from those in pre-1949 or pre-Repub- 
fican China? Perhaps not as different 
as some might think. The 
emphasis is still on con- 
| formity of 
| superiority of technique, 
| all bound by tradition and 

the approval/sponsorship 
| ofthe ruling court or party. 
_ Moreover, there is at least 


and 


style, 


a coincidental similarity in 
modern artists confine 


tractive to the eye: art is 
su d to improve on 


There is no doubt that 
the ability of the com- 
munist party to dictate cor- 
rect and incorrect art 
forms falls easily into the 
conservative traditions. 
But as Joan Cohen points 







China Stands Up: Ending 








1949-1986 by Joan Lebold Cohen. Harry N. Abrams, 


difference in modern China is that the 
party's great attention to art has given it 
an artificially inflated im 
ing artists visible political targets. Inim- 


rtance, mak- 




















































the Western Presence 1948-1950 by Beverley 


Hooper. Allen & Unwin, Australia. No price given. 


W ith the familiar sound of China’s 
door creaking in the background, 


“and an accusatory finger again being 


pointed at the West, it seems a fitting 
time for this book to appear. China 
Stands Up chronicles the expulsion of 
the West — individuals, institutions, 
and influences — during the first few 
years of communist rule. 

The Western presence in China in 
the late 1940s, though a shadow of its 
p self, was not insignificant. 

hanghai was, of course, the hub — 

home to some 40,000 foreigners and 
centre of Western business interests. 
But scattered throughout the war-scar- 
red country were also missionaries, 
teachers, diplomats and traders. The 
stark life of a preacher toiling in a re- 
mote village bore little comparison with 
the glitter and glamour of high-society 
Shanghai. 

It would also be hard to reconcile 
the forces which drew Chinese con- 
verts to kneel before alien saints 
with those which lured the erowds to the 
latest Hollywood movies. But, in the 
eyes of China's new rulers, they all rep- 


resented the West and its unsavoury 
influence, and none had a place in the 
new China. 

Nationalism was as fundamental to 
the Chinese revolution as socialism, and 
Hooper's argument is against those who 
maintain that, had it not been for the 
US' misguided support for the Kuomin- 
tang and the international crisis of the 
Korean War, some happy compromise 
could have been worked out, leaving 
business and church to carry on in 
China. Hooper contends that the com- 
munists were, from the outset, bent on 
expelling anything that smacked of 
Western imperialism. Pragmatic con- 
siderations may have delayed the speed 
with which t " accomplished this, 
but the Korean War provided the op- 
portunity to finally wipe the slate 
clean. 

Evolving from Hooper's doctoral 
dissertation, the argument is a strongly 
supported one, and her writing skills 
rescue it from academic dryness. One 
suspects, however, that there may have 
been many more fascinatin incidents 
related to her by the old China hands 





perial China artists were not regularly 
tortured and imprisoned on the tail of 
flaky political currents. 

The communist party's attention to 
the arts, grounded in the Maoist dogma 
that art cannot be divorced from class 
struggle, still offers little нке tothe 
painters and sculptors. While pre-mod- 
ern Chinese artists copied, and were in- 
spired by previous masters, since 1949 
their modern counterparts have been 
warned off the tradition of elitist scho- 
lar-painters, and told that 
Western ways are deca- 
dent as well. There may 
have been inspiration, as 
Cohen writes, in the 
dream of a modern state, 
but Marxist doctrine un- 
fortunately neglects to tell 
one how to wield a brush. 

With erratic political 
guidance from the party, 
something else must have 
driven the best 20th-cen- 
tury artists to create any- 
thing more than banal 
works. Whatever that was, 
and is today, is not clear in 
Cohen's book. Instead of 
answering what inspires 
these people, she offers a 

litical file of modern art- 
ists. She tells us where 
they were born, what their 







she interviewed that were left out for 
reasons of space. 

Through these personal memories, as 
well as official documents and contem- 
porary ngapa reports, the authorre- 
veals hcw pragmatic considerations de- 
termined the treatment accorded the 
various spheres of Western influence. 
For example, educational missions fared 
better than those with predominantly 
evangelical functions, and business in- 
terests in vital sectors were granted 
slightly more leeway than others. But 
even the favoured did not take long to 
realise that their days were numbered. 


he stories of how the communists 

squeezed out Western business are 
likely to send a chill down the spine of 
the contemporary businessman dealing 
with China. The irony being that the 
methods used to expel Western 
capitalists — crippling taxation, im- 
penetrable bureaucracy, and a wanton 
disregard for the value of time — seem 
remarkably similar to those used today 
when the intention is supposedly the op- 

ite. And once a foreign company de- 
cided that enough was enough and it 
was time to pull out, chances were that 
exit visas would be refused until the last 
penny was extracted. Claims for un- 
employment compensation, unpaid 
taxes, and other extortionate levies 











class background is, how they were 
treated during the Cultural Revolution 
and other extremist periods, and where 
they live and work today. And while 
most of those covered in the book are 
notable, there are enough insigni- 
ficant painters included an important 
ones ignored that the book appears 
to be a review of artists Cohen has met. 


t is not a problem of access: Cohen 
lectured on Western art while she 
lived in China for two-and-a-half years, 
meeting many local painters in the pro- 
cess. Moreover, several of the most 
non-traditional creative and politically 
controversial artists, members of the 
Xingxing (the stars) group, live outside 
the country now, where they can speak 
freely without fear of repercussions. Yet 
Cohen spends several paragraphs on the 
story of Li Shuang's politically explosive 
love affair with a French diplomat, but 
nothing on her art. If recent Chinese art 
is so enveloped in politics, then the 
reader should be told what drove some- 
one like Xingxing leader Wang Keping 
to risk imprisonment with his biting, 
blatantly anti-authoritarian sculptures? 
It would be interesting to know 
how artists dealt with the profound 
questions of contemporary art, mod- 
ernism, East versus West, and so 
forth: did Xu Beihong and Lin Feng- 
mian, who melded Western and 
Chinese techniques in search of some- 
thing new well before Mao’s cultural di- 
rectives, contribute to the answers? Do 


would mount until it made more busi- 
ness sense to simply hand over all assets 
and leave. 

Missionaries did not escape taxation 
either, and many religious institutions 
found themselves unable to survive for 
financial reasons. But for them exit 
visas were easy to come by, and those 
who left China for a brief sojourn 
abroad inevitably found that they were 
refused permission to re-enter. 

The tangle that diplomatic personnel 
found themselves in — deprived of con- 
sular privileges and treated as ordinary 
nationals until their home governments 
recognised the new regime — left many 
wishing they had withdrawn before the 
communists' arrival. None more so than 
the US consul-general in Shenyang, 
Angus Ward, a aa spent a year under 
house arrest, the meat in the sandwich 
of growing antagonism between Wash- 
ington and Peking. 

The US ambassador considered 
"sending in paratroopers to rescue 
Ward; the British accused the Ameri- 
cans of overreacting, and blamed them 
for placing a hot-tempered anti-com- 
munist in the Shenyang post. In fact, 
these responses illustrate neatly a theme 
that runs throughout the book — the 
conflict, at times bitter, between the 
British and the Americans. The British, 
with most to lose in terms of investment х 








the young artists of today believe there 
is anything to be culled from the seem- 
ingly stagnant scholar/painter tradition? 
Do they think the arty has offered any 
answers? Or the West, for that matter? 

There are hardly any illustrations in 
the book of any art before 1976, and the 
strong links between the artist/teachers 
of the first half of the century and their 
students, who are the leaders now, is 
barely touched upon. But that is a small 
fault compared with the lack of insight 
into the artists themselves: with yet 
another planned exhibition in Peking 
cancelled i for political reasons in April, 
it is clear that the move from Mao to 
Deng Xiaoping is not affecting the way 
art is treated. So what keeps the artists 
going? 

In fact the book reads like a Chinese 
Communist Party publication: often re- 
petitive, much in need of an editor, it is 
uninspiring and inconsistent. It is nota- 
ble only for its political statements 
about how these artists suffered under 
the dastardly policies of the Gang of 
Four, and how they have been inspired 
time and time again to continue paint- 
ing. Yet why does an artist like the 
mediocre Ye Qianyu, attacked by Red 
Guards and imprisoned for seven years, 
continue painting pretty silk-clad danc- 
ers in the traditional style? Does he not 
feel a need to express his suffering, as a 
Western artist might do? Does he think 
of moving away from the classical tradi- 
tion? This book does not offer any 
answers. — Paul Handley 





















































































were more reluctant to leave, dismissing 
as fly-by-night the newer US commer- 
cial presence. 

Americans, meanwhile, consi- 
dered Britain’s haste to recognise Pe- 
king as almost obscene and felt them- 
selves vindicated when this failed to se- 
cure any better treatment for British in- 
terests. 

Hooper also considers the response 
of ordinary Chinese to the gradual ero- 
sion of the Western presence, and this 
provides an interesting insight into their 
attitude to the communist takeover in 
general. In Shanghai, for example, it 
was relatively easy to stir up public sen- 
timent against individuals or institutions 
in the name of redressing past insults, 


but not so easy to tell ople they 
could not watch Hollyw. movies any 
more. 

How do you persuade the masses that 


stolid Russian films of socialist recon- 
struction are a good substitute for Rita 
Hayworth and Betty Grable? And how 
do you allow in wholesome cultural in- 
fluences and block out imperialist or 
bourgeois elements? 

The slamming of the door following 
the outbreak of the Korean War may 
have offered a Сабогмӯ solution, but 
the issues involved have never failed to 
rush back in through the slightest crack 
in the wall. Munford | 




















in to increase im- 
d goods and 















y on the side of "parallel" import- 
companies which buy branded 
s ranging from cars to whisky in 
markets and resell them in 
prices ich are sometimes 
alf those charged for goods 

in through official channels. 
> Fair Trade Commission (FTC), 
rnment department whose job in- 
policing the anti-monopoly laws, 
begun mening обу registered 
gents to stop harassing parallel im- 
ers by refusing to repair the goods 
mport, or by threatening to cut off 
lies of goods to retail stores that 
“parallels.” Actions like these 
specifically prohibited in exist- 
anti-monopoly legislation, which 
fted long before parallel import- 
me a major issue, but the FTC 
hinks they *may" violate the law 
( ‘advising’ sole-agent importers 

efrain from such practices. 

onipetitive pressure on the high 
k-ups on imported goods could sig- 
al the start of a general revision down- 
ard of retail prices of imports, to bring 
them into line with the realignment of 
е yen against most other major cur- 
ncies. This would таке 1ћет more 

ipetitive with domestic products, 
‘he government decided to act to 
port. parallel imports after Japan's 
ass media began complaining that the 
st savings generated by yen revalua- 
| were not being passed on to con- 
ers by sole-agent importers — very 
f whom have lowered their prices 
ything like the margin of revalua- 
"Sharp increases іп ће parallel 
-of some key markets for imported 
ts: may have been another factor 
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In the Scotch whisky market, where 
arallel bottle of standard Scotch now 
osts about 35% less than an official im- 
rt, parallel'imports accounted for an 
stimated 35-50% of sales of the four 
ajor brands (White Horse, Johnny 

Valker, Chivas Regal and Old Par) in 
986. Parallels have eaten ‘into: about 
30% of the Japanese market for Cartier 
watches (according Чо thé company's 
ole agentin Japan) and are estimated 
y have taken. 3296 ‘of cedes Benz 
1 i ш first 








onths of 
hat most | 








small lots from overseas retailers or 
wholesalers, since sole-agent importers 
have the exclusive right to buy direct 
from the original manufacturer. 
Legislation which banned imports of 
manufactured products by companies 
other than designated sole agents was 
repealed in Japan as long ago as 1972. 
But parallels е to have taken off 
only in the past three years — initially as 
a way of circumventing some of the rigid 
inspection procedures in the imported 
car market. Small-lot car importers 
(who may nevertheless be major 
operators in other fields) use the so-call- 
ed “10 at a time” system, under which 
only one car out of a batch of 10 under- 
goes inspection, to bring their cars into 
the country whereas "legitimate" im- 
porters have to clear cars under either 
the “type designation" or “type notifica- 


HOW JAPAN'S CONSUMER 
IMPORTS HAVE GROWN 


Consumer 
non-durable 
goods 


(US$ billion) 





Consumer 
durable 
goods 


such vehicles. ' " 

Parallel imports of Scotch whisky 
have thrived on straightforward price 
differentials, especially since the rising 
value of the yen moved most brands of 
luxury Scotch into a price bracket where 
ad valorem imported duties of “only” 
150% applied. to incoming shipments, 
instead of a much higher duty of 220%. 
According to Seiwa Sanyo, a medium- 
sized food and liquor parallel importer | 
which belongs to the Seibu retailing 
group, parallel dealers pounced on the 
opening provided by lower import 
duties to bring in cut-price Scotch 
whereas sole agents clung to their tradi- 
tional prices, in part because they held 
stocks of liquor which had attracted the 
the higher duty. 

Japanese department stores, 
which sell Scotch as a prestige 
item, at first seem to have been 
reluctant to handle chéaper 
consignments because of the | 
supposed damage suffered to 
the product's image in the eyes 
of status-conscious . Japanese 
consumers. But most such stores 





have now found ways around 





‘this problem. At the main 
Nihonbashi branch of the Mit- 





sukoshi Department ^ Store 





group, customers who want to 
buy Johnny Walker Black Label 














Note: Non durables include clothing and other textiles. 


Durables include cars, electrical goods and other 
household equipment. 


Source : Ministry of Finance. 


REVIEWTABLE by Ricky Hui 


tion" systems which entail much fuller 
inspection. 


ars brought in under the "10 at a 

time" formula are often European 
versions of models which are normally 
only available in a specially modified Ja- 
panese version. The small-lot imports 
tend to cost less or offer higher perform- 
ance than cars handled through or- 
thodox channels. Sole agents claim that 
do-it-yourself modifications of (ће 
cars exhaust systems carried out by the 
parallel importers to meet Japanese 
‘emission-control standards can be 
dangerous. But repair jobs on parallel 





now reluctantly accepted by | 


as a gift item can still find it fully 
packaged in the manufacturer's 
original carton for” ** 8,000 
(US$56.80) in the store's main li- 
quor department. Those buying 
for theriselves can pick up a dis- 
counted bottle in а paper wrap- - 
' ping in the store's bargain base- 
ment. ^" 

Reputable major department stores 
have been slow to start selling parallel 
imported watches and accessories — os- 
tensibly on the grounds that genuine 
items máy be mixed with forgeries in 
parallel-import consignments. But a 
cost-conscious shopper who visits the, 
Shibuya or Yokohama stores of Fuji 
Ryutsu, a jewellery wholesaler which 
took up parallel importing in 1985, can 


n up a *4.58 million Patek Philippe 
and-made watch for a “mere”. * 1.48 
million or a Hermes silk scarf which nor-' 
















Fuji Ryutsu’s managing director, 
Takeshi Amano, says the company ex- 
pects to do. ¥3.3 billion worth of busi- 
пеѕѕ іп 1987, up 50% from 1986 when 

> the company was still a beginner in the 

parallel business. He complains, 
though, that stock is exceedingly hard to 
come by, even in supposedly freewheel- 
ing Hongkong, where Japanese buyers. 
asking for more than a dozen.or so 
watches at a time are apt.to be treated 
| with. suspicion by local sole-z gent im- 
porters. Because of difficulties with 
wholesalers, parallel importers also m 
watches in retail stores, but again bul 
orders are liable to meet resistance. 
Another problem cited by. Amano is 
scarcity of retail outlets. Fuji Ryutsu 
' aims to open two new stores a year from 








now on but prime space in major cities is | 


hard to come by, mainly because of a 
sheer lack of available land. Renting 
floor space in major department stores 
(a common practice among specialised 
dealers in high-quality consumer goods) 
is out of the question in Fuji Ryutsu's 
case because other retailers pressure 
store owners to freeze out parallel im- 
porters. This is despite the fact that at 
least onestore in the Shibuya area said it 
is "quite willing" to offer space. 


R etail outlets are no problem for Daiei, 


and a leader in the comparatively recent 
' movement to sell imported’ goods on 


Daiei complains that it has faced a 
number of obstacles since it began sys- 


ports in order to take advantage of the 
yen revaluation at the beginning of 
1986. One major difficulty is that paral- 
lel goods can only be bought "spot," 
never under the long-term contracts 


retailers. Another is that sole agents 
can, and do, step in to "intercept" paral- 
lel shipments. 

Daiei says it has been the victim of 
several. instances of piracy by sole 
agents since it moved into the parallel 
business. Despite this, it is offering its 
^] customers limited but regular supplies 

. of cut-price Coca Cola Со in 12-02, 
cans for ¥88) instead of the normal Ja- 





panese-made Coke -which costs %100 | 


for a 250-ml can. Other Daiei parallel- 
import specials are Lipton Tea bags 
(bought in the US and sold at 2595 
„below the sole-agent price) and Johnny 
Walker Black Label whisky (discounted 
by 33%). Total Daiei sales of parallel 
products are “perhaps around 5%” of 
the company’s ¥57 billion worth of an- 
nual imports, but the figure should rise 
if the FTC is successful in its campaign 
to police the distribution system... 
Sole-agent importers of luxury Euro- 
pean goods say they haveno choice but 
to cooperate with the ЕТС” policies on 





Japan’s top chain store company | 
price rather than brand image. But | 


tematically trying to step up parallel im- 


which are normally favoured by larger 





P parallel imports, if only because non-co- | 


Operation might invite retaliation 
against some other aspect of the com- 
pany’s business. In private, however, 
there seems no doubt that efforts are 
continuing to frustrate the flow of paral- 
lels. One whisky importer told the 
REVIEW that it had succeeded in “deal- 
ing with" wholesalers in Lebanon who 
had been selling Scotch to Japanese 


parallelers after the collapse of the | || 
Lebanese economy left them holding | 


excess stocks. Similar pressures seem to 
have been applied on Singapore ‘ships’ 
chandlers. whose bonded. stocks 
Scotch became atempting buy when the 
Singapore dollar fell against the yen in 
line with the US dollar. 

The more considered reaction of 
sole-agent importers to the threat from 
parallel imports has been to take a long 
hard look at existing price structures, 
though most companies seem to be 
moving with extreme caution on this 
issue. A senior executive at one whisky 
importer said it was “true, in a way" that 


¿sole importers maintain unreasonably 


high margins on the goods they import. 
But he added that this was justified by 
the "need to support the distribution 
system. which in turn supports our 
brands.” 

At Les Must de Cartier K. K. the Ja- 


panese sole agent for Cartier watches: 


and accessories, ап executive told the 
REVIEW "we are all watching each’ 


-other” to see who moves first on prices. 


Cartier expects that some of its new pro- 
ducts may be “positioned lower in the 
market” so as to cut competition from 


- parallels, but claims that any change in 


Japanese pricing policy: will have to 
form part of a worldwide revision. 
Other companies such as Rolex and 
Dunhill are believed to be considering 


price changes also, but declined to dis-:| 
cuss their plans with the REVIEW on the | 


grounds that the whole matter was “too 
sensitive.” 
The irony of the sole agent's plight in 
the face of parallel-import competition 
is that Japanese manufacturers of com- 
parable products seem to have little dif- 
ficulty in. maintaining their prices at the 
retail level.and in frustrating would-be 
parallelers in the domestic distribution 
system. While Scotch whisky 18. пом 


. available at a wide variety of different 


prices through different types of stores, 
or even on different floors of the same 
















‘of | | 





























Suthee: considering the future. 
BUDGETS 

Pursuinga | 
cautious path 


Thailand plans to continue 
with austerity next year 

























the Thai Government has арр 
expenditure of Baht 243.5 b 
(US$9.5 billion) for fiscal 1988 ( 
ning 1 October). While the new budg 
represents a 7%. increase, the б 
allocated to investment, Baht 4 
lion, is 10.7% more than the allocat 
this year. The government hopes 
achieve 5.2% gross domestic prc 
growth, while keeping the country 
ternal accounts and price levels | 
control. EC 
The overall rise іп expenditui 
Seen.in some business quarte 
modest — a 7.596 increase on 
vious. year. They feel the 
ment should have seized on the e 
mic recovery to give the econom 
boost. nr 
Domestic recession bottomed. 
1985 when. GDP grew. at-a recorc 
3.7%. GDP expansion inched. 
3.8% last year and is projected a 
this year on strong gains іп manu 
tured exports and tourism. к 
_ Despite years of pursuing ап: 
ity policy, the government has de 
that caution is still needed. Prime M 
































| ter Prem Tinsulanond on 29.M 


"Our economic growth and stabili 
far have been satisfactory. 
; that we can relax from now. 











stage. 
He added: “We need to consider our 
future fiscal stability.” Without giving 
details, he promised that any tax re- 
forms in the coming year would not ad- 
versely affect private investment. 

The cautious policy is further high- 
lighted by a Finance Ministry proposal 


dfall of US$1 billion in savings 
ports, as a result of the inter- 
rice slump, set against a 

ise in. exports, contri- 


from a government concern over 





to extend the US$1 billion public-sec- 
tor, external-debt ceiling, enforced 
since 1984/85, to 1987/88. Roughly 80% 
of the targeted foreign borrowings next 
year will finance the expansion pro- 
grammes of major state enterprises such 
as the Electricity Generating Authorit 

of Thailand, with the remaining 2096 
accounted for by the central govern- 
ment. 

One striking feature of the govern- 
ment's 1988 foreign-borrowings plan is 
continued heavy dependence on con- . 
céssionary funding from Japan's Over- 
seas Economic Cooperation Fund 
(OECF) — despite the yen’s steep ap- 
preciation. Of the US$13.9 billion long- 
term, public-sector external debt at the 
end of 1986, more than 50% was de- 
nominated in yen. 

Bangkok was granted a ¥72 billion 
(US$511.4 million) package in 1985 and 
recently sought new OECF funding of 


d to a vast mprovement in Tha 
s external balance of payments last 








































e trade deficit 
r.-one-thir 
the current account for 

x years swung into a Baht 
hanks to buoyant earnings from ex-. 
ed labour and tourism, foreign-ex- 
ge reserves (including gold) rose to 
igh of US$3.8 billion at the end of 
up from US$3 billion a year ear- 
‘Inflation, meanwhile, dropped 
4%. to 1.9% over the same 





lunged to Baht 20 
{ *of that їп 1985, 
the first. 
1 billion 


ite the strong performance of 
export and service sectors this year, 
increase in non-oil imports in line 
"the present investment upturn is 
cely to put the 1987 current account 
ick into the red, but economic plan- 
rs believe any trade or balance-of- 
yments deficit . this 
г will remain within 
ageable levels. 

cials conceded 
еге was consider- 
debate within the 





Budget comparison 





ests, the fact that 
isters have not de- 
anded a larger in- 
'ease is partly attributed to their preoc- 
ipation with various prevailing politi- 
] issues. 

ased on revenue projection of 
199.5 billion, the targeted Baht 
billion budget deficit — up from 
ht 42 billion this year — will be | 

а solely bY domestic borrowings, 

y in thé form of government 


¥110 billion. Pending a final decision 
from Tokyo, Japanese sources here said 
the new package is likely to bé less than 
¥100 billion but more than the 1985 
amount. As to the wisdom of relying 
heavily on yen loans, Suthee said the 
ОБСЕ concessionality — 30 years’ re- 
payment at 2.5% interest rate a year — 

























source. 

When former finance minister Som- 
mai Hoontrakul introduced the exter- 
nal-debt ceiling and other austerity 
measures, he came under sharp criti- 
cism from various political and business 
quarters. ' 

In retrospect, 





he projected deficit represents an es- 
| timated 3.4% of GDP, marginal- 
' down from the 3.5% in the current 
widget. These levels, however, are 
till higher than the 2.6% average an- 
ual target under the sixth five-year 
lan, which became effective last Oc- 
ober. 

~ Finance 























that the austerity drive has now begun 


Minister Suthee Singha- | to pay off. 





THAILAND PAYS FOR YEN BORROWINGS 















still makes it a reasonable funding 









х, most government 
planners and private economists agree 


Among other things, Thailand is 
| today seen by the international financial 
community as a prudently managed 


nsideration behind the |. 


xpendit 





“crowding out effects." Commen 
one senior planner: “Not only the. 1 
ernment, the private sector tóo nee 
spend a lot of money at a time when 
vestment is picking up." Private sect 
led growth is one of the main thrusts 
hind the sixth plan. : 
Judging from the planned debt- 
vicing allocations, at 24.5% (as a | 
portion to total budget) compared \ 
a peak of 24.7% this year, the count 
debt crunch appears to be levelling 
though this remains the largest secte 
spending item. — | | 









D ating back to a US$1 billion arn 
forces modernisation package c 
mitted by the Thanin Kraivixien reg 
in 1977, the sharp increases in debt 
vicing in recent years have crowdec 
expenditure for the other three т 
sectors, comprising education, def: 
and the economy. i 
: "The Baht 40.2 billion investmen 
penditure, which officials said wi 
into areas designed to enhance ex] 
and generate employment, гергеѕе 
10.796 increase, considerably hi 
than the 6% rise for the same alloc: 
in the current-year budget. By com 
i son, fixed expend 
(comprising items 
as civil | serv 
salaries) of Baht 1 
billion, marks a 5.7‘ 
crease (against a < 
rise for this year) л 
the allocation for th 
payment of debt pi 
pal alone’ (which 
risen 55.5% in 
1987) will go up at 
slower pace of 11.9 
Baht 17.4 billion. 
According to Su 
a further stimulu 
Reviewer overall- economic 
tivities will come from state enterp 
expenditure, which is largely ot 
that of the central government. De 
the continuing privatisation prof 
me, the government is actually m: 
larger appropriations for this secto 
whole, some to subsidise losses 
others to finance expansion pre 
mes, Total allocations in fisca 194 
| projected to top Baht 2.8 billion, t 
senting an increase of 23.1% fror 
year. > 
Marking the current. Visit Th: 
Year and a possible spill-over 
next year, the Tourism Authori 
Thailand’s budget will rise 31.1 
Ваһе 503 million. The Metrop 
and Provincial Waterworks 
thorities, and Provincial Electricit 
thority’ are slated to receive sul 
tially larger government handou 
expansion programmes while the 
Railways of Thailand is also g 
| help subsidise its long-sta 
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Extend your legs in extended 





The BAe 125/800 has always had longer legs 800, you'll arrive feeling like you've flown less. 
than other midsize business jets. That's how spacious its new open-plan cabin 
It can fly non-stop 3000-mile legs, fully laden feels. Г 


«with 6 passengers, crew and luggage. 


Yet, despite giving you more room to stretch 
And when you fly 3000 miles in the latest your legs, we've squeezed in more luggage space: 
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The airliner style toilet still affords you the 
same privacy. And the galley is as generous as ever 
Small wonder that the BAe 125/800 has the 


legs on its competitors as the world's best selling. 
midsize business jet. 


And we've done so without sacrificing one 
inch of its other comforts. 


You can still stroll about without banging 
your head. 





BRITISH AEROSPACE Ё, 
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SOPHISTICATED 











Simple Economies. 


The AIB-625 shows we're dedicated to shaping your 

future in extruded snack foods. 

AIB-625 combines sophisticated operation 
controls with simple machine design. So you can 
efficiently produce even the latest trends such as corn 
chips, potato crisps, rice and wheat chips at capacities 
from 425 10 625 Ibs. per hour. 

The breakthrough design of the AIB-625 has 
increased reliability and efficiency. Asa result, your 
downtime and routine maintenance will be reduced. 
Added features such as digital operating controls 
make the AIB-625 a trouble free, easy to operate 
, machine. 
| *The new twin screw action continuous built-in 

meal mixer provides instant and constant product 
density control, as well as labor savings and dust- 
free mixing. 

* The new direct HTD drive 40 HP motor has 
electronic speed control, an additional quality 
control feature. 

* Knife blade changes and downtime have been 
virtually eliminated with the AIB-625 floating . 
knife drive shaft and DC motor. 

* Stainless steel and nickel plated surfaces prevent 
rustand never require painting. 

Call Adams today for all the details on the 
sophisticated new generation of extruders. 


ADAMS INTERNATIONAL 
Beatrice Companies, Inc., 













By Jose Galang in Manila 

T. ‘closure of a medium-sized Philip- 
, W pine commercial bank on 26 May 
by the country's monetary officials 
(REVIEW, 4 June) has increased con- 
cern over government intervention in 
rivate business. That the closed bank, 



















used to be headed by an opposition can- 
‘didate in the last elections has also 
added political overtones to the move: 
Manilabank was closed and placed 
under receivership by the Monetary 
Board, the country's monetary policy- 
making body, after it was found that 
the bank- was “insolvent” and that 
its continuation in business "would in- 
volve probable loss to depositors and 
creditors." The board said Manilabank 
had run ир debts of P6.1 billion 
(US$297.59 million) to the Central 
.. Bank of the Philippines. 
"The debts represented the bank's 
overdrawings against its deposits with 
the central bank. Half of the overdrafts 
were incurred, said the central bank, in 
the three months from February 1987 — 
the campaign period for the 11 May 
elections for the legislative assembly. 
The central bank said it had accom- 


modated Manilabank since 1984 when: 


it, along with certain óther banks, par- 
ticülarly those identified with so-called 
cronies and relatives of former presi- 
dent Ferdinand Marcos, was hit by a 
| wave of deposit withdrawals. ^ 
| Manilabank was, until 20 April, 





| paign theme, Puyat relentlessly’ criti- 
| cised the governments economic 





a standby credit facility from the Inter- 
national Monetary Fund and the:debt- 
rescheduling arrangement worked out 
's commercial . bank 


with the кошш 
creditors. Puyat failed in his senate bid 










deploring alleged “massive fraud" in the 
elections. Some local politicians in Cen- 
tral Luzon are being "sponsored" by. 
Puyat to launch similar criticisms. 
Puyat has charged that the closure of 
| Manilabank was politically motivated. 
„| Hehasfiled with the Tanodbayan (Om- 
}. budsman) a graft charge against central 
bank governor Jose Fernandez, who he 
accused of instigating a run on the bank 
in 1984 when Fernandez ordered the re- 
| jection of Manilabank's call slips on in- 
terbank loans. That, said Puyat, started 
| the bank’s. difficulties. | á 
Puyat has also filed with the Manila 
| regional court a damage suit against 
Fernandez and other members of the 
Monetary, Board: The court.was asked 











Fighting from behind 


| Former Manilabank president alleges political sabotage 


¿Manila Banking Corp. (Manilabank), | 





headed by Vicente Puyat, who ran for’? 
one of 24 seats in the senate. Astiis cam- | 


policies, particularly the agreement for (4 


but he has been among the most vocal in | t i 
.term agricultural projects which 












to restrain the board from implement- 
ing its closure order. The court was also. 
asked to order the central bank to pro- 
vide Manilabank with a cash advance 


when it re-opens to enable it to.cope with | 


an expected rush of withdrawals, 
Manilabank was established in 1961 


by the late.Gonzalo Puyat, one of the. 


successful. businessmen who. rose to 
prominence during the import-substitu- 
tion era in the Philippines in the 1950s. 
The Puyat family has interests in some 
80 other corporations. Im 1982 Man- 
ilabank became the eighth financial in- 
stitution to be granted a universal-bank 
licence by the central bank. 
Manilabank's problems became pro- 
nounced in 1983, according to other 
bankers, when interest rates shot: up 








during the financial crisis that followed 
political upheavals at the time. The 
bank had extensive exposure іп long- 
re- 
vented it.from shifting funds into high- 
yielding government securities as 
domestic demand weakened steadily. 


y early May 1984, the bank had in- 
curred overdrafts of P52.6 million 
with the central bank. The central bank 
continued to accommodate these over- 
drafts owing to the prevailing uncertain- 
ties in the financial sector. However, by 


10 May the central bank ordered the re- 
jection of Manilabank call slips on inter- 


bank loan transactions after noting that 


its overdraft at-the time of some P150 . 
| million.could not be covered by the 
. bank's. asséts:« News of the central 
bank's move quickly spread inthe finan- | 









|. sure of a savings bank, Banco Fili 


2) owners produce a rehabilitation р 

















sieged by deposit withdrawal: 

Manilabank continued to incu 
overdrafts with the central ba 
the balance reaching пеапу Р. 
at the end of last year, according t 
central bank. In 1985, a Marcos. 


























cussions were held with bank of 
and, according to sources, monetai 
| ficials had wanted: to act ар; 
bank since late. March. 4n April, Pu 
was replaced by the Manilabank bo; 
as president, under pressure from 
central bank. Puyat's cousin, 
Consuelo Puyat-Reyes, then ex 
vice-president, was named. as 
placement. 
Puyat's removal apparently.res 
from what the monetary official: 
lieved was “mismanagement” of 
bank, particularly after being hit 
1984 run. Puyat was also re 
have incurred huge loans whi 
mained unpaid until the Manilaba: 
closure. The bulk of these obliga 
were from. the Development. В; 
the Philippines, which had class 
them as “non-performing accounts.’ 
- The Manilabank ‘closiire 
biggest since Fernandez апей а са 
paign in 1984 to "strengthen the fi 
cial system" by encouraging me; 
and consolidations among instit 
Although this strategy has appar 
been dropped, moves to maintain fi 
cial stability continue. Fernandez 
faces similar suits over the earlier 






































and another medium-sized comm 

bank, Pacific Bank. | 
There is а`роой chance that 

ilabank will be allowed to re-open if 





gramme acceptable to the central | 
One of the major ingredients in suc 
rehabilitation plan would be ће abil 
of the owners to put up fresh capital 
some P500-700 million. Puyat- 
has already proposed that the. 
ilabank overdrafts be set aside as” 
performing accounts," as was-dón 
the ‘rehabilitation of governm 
owned financial institutions. | 
Puyat-Reyes, who ran as an admin 
tration candidate in the elections a 
won a seat in the lower house, insist 
that Manilabank had, as at end-1986 
net worth of P672 million, with tota 
sources placed at P9.5 billion 
liabilities at P8.4 billion. j 
also expected to. put up additi 
ation reserves. to boost its capi 
count. Manilabank has until 26 July t 
. formalise a rehabilitation plan with t 
monetary authorities. ^ ^ 








































esia’s high-flying hi-tech in- 
stry projects are coming under siege 
wake of the austerity programme 
been clamped on all other sec- 
he economy. Tumbling oil rev- 
he slump in prices of other 
dity exports have brought parts 
‘economy to a virtual halt, and: 
d harsh cuts in government spend- 
Only the hi-tech industries — air- 
nd ship building and communica- 
— have so far come through un- 

ow critics'are becoming more 
| in questioning the continued abi- 
ff the country to keep diverting its 
d resources into these ambitious 











































donesia reported oil revenues of. 

S billion last year, down from 
12.4 billion in 1985. The current-ac- - 
t deficit ае to more than US$5 

; ip from US$1.8 billion in 1985. | 
re than 40% of Indonesia's export 
nings this year will be needed to ser- 
its US$38 billion foreign debt. At 
same time, money is continuing to 








flow into. the hi-tech industries, which 
despite government allocations of funds 
for the past 10 years, have provided vir- 


tually no retürns on equity. 


© Currently involved in the production 
of everything from aircraft to ships to 
computers and telecommunications 


equipment, the hi-tech sector is under 


attack from economists who believe 


. that the country cannot afford such cap- 


ital-intensive industries which survive 
on government. subsidies, and which 
need a gestation period'of a few decades 
before they mature and become profita- 


г ble sectors. 


But together, the economists and 
their financial rationalising are up 
against one man: Minister of Research 


. and Technology B. J. Habibie, the little 


big man of Indonesian hi-tech who has 


turned development theory on its head 


RAL LE а 
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| at Tasikmalaya and the Puspitek re- 





| tamina. He is undoubtedly Indonesia's 





Rather than being one minister 
among many, Habibie is more like the 
ruler of an empire which stretches from 
the aircraft plant in Bandung to ship- 
yards at Surabaya, to a weapons factory 








| search centre in Serpong. A short man, 
dia 


Habibie wears 17 tall hats in the gov- 
ernment, and. is everything from a 
member of parliament to chairman of 
the Batam development authority and a 
director of the state oil company, Per- 


most. controversial minister, and one 
whose reach goes all the way up to the | 
presidential. palace, dating from the — 
time he grew up аѕ а friend of the 
Suharto family. · f ut 
Habibie's rationale for setting out on 
the path of hi-tech industry some 10 
years ago was two-fold. One was that 
Indonesia should be self-sufficient in its 
technological needs-and. not squander 
its limited financial resoürces on im- 
porting finished hi-tech 
secon 
would transform Indonesian society. “I 
am building a náton,".says. Habi- 


| bie. - 


As Indonesia has 165 million people | 
scattered асгоѕѕ ап archipelago of more - 
than 13,000 islands, the need for an'effi- 
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cient transport and communications 
network is obvious. There is a large 
domestic market for ships, aircraft and 
communications equipment. To fulfil 
this need, hi-tech investment was 
targeted in these areas. 

However, according to the conven- 
tional development paradigm, the pro- 
duction of aircraft, oil tankers and the 
like are classified as “late industries,” 
which emerge after countries have 
reached advanced levels of technical 
competence. Since the so-called late in- 
dustries are capital and skill intensive, it 
does not make sense, and it is not 
deemed possible, to embark upon such 
ventures without reserves of capital 
and, more importantly, advanced tech- 
nical competence. 


E ut, according to the Habibie model 
of development which, in a period 
of mounting surpluses from rising 
oil income, he was able to sell to 
the Indonesian Government, leapfrog- 
ging is ible, and in fact made good 
sense. Habibie drew up a unique stra- 
tegy to carry Indonesia into the 21st 
century as a competitor in the hi-tech 
industries, and at the same time bring 
new breadth to a narrowly based econ- 
omy. 

Habibie argues that the gigantic in- 
dustries which he has built will trigger a 
spinoff of smaller industries to support 
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the larger ones on top, “just like a 
pyramid,” he says. In line with this 
thinking, electronics companies should 
emerge to supply the needs of the air- 
craft company, and other industries will 
soon rise to provide everything from en- 
gine components for ships to tyres for 
aircraft. New jobs will be created, trade 
with other “advanced” countries will in- 
crease, the standard of living in In- 
donesia will rise, and Indonesian society 
will be transformed, Habibie insists. 
“Don’t laugh,” he says, “20 years ago no 
one would think of buying a Japanese 
car.” 

The Japanese analogy seems un- 
realistic. Not only are the Japanese 
among the most productive people in 
the world, they are also among the most 
literate. In comparison, 21% of In- 
donesia’s labour force is illiterate, 34% 
have not completed elementary educa- 
tion, and only 1% has completed high 
school. Engineers, in such surround- 
ings, are hard to come by. In addition, 
productivity of the average Indonesian 
worker is also among the lowest in the 
world. 

But the question of whether a coun- 
try like Indonesia can ever acquire the 
know-how to become a hi-tech com- 
petitor is no longer relevant. As one 
economist put it: “Ten years ago when 
the government decided to establish the 
hi-tech industries, the question was 
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hether we could acquire the capability 
о establish a viable aircraft manufac- 
uring industry. Today, the question is 
"whether we can afford to." 
The costs of Indonesia's hi-tech ven- 
‘ture аге impossible even to estimate. 
The hi-tech industries are classified as 
trategic industries,” and therefore 
closed to outside auditing. Further- 
more, the incestuous nature of state- 
wned enterprises makes it impossi- 
ble. to` determine the allocation of 


S. 
t is generally believed that the 
ech industries are funded by off- 
budget means. According to ап 
conomist who has been studying the 
sketchy data available on the industries, 
aircraft company Industri Pesawat 
Terbang Nusantara (IPTN) is funded 
ugh the national budget and Per- 
mina. This practice, the economist be- 
s, is normal for Habibie industries, 
der to disguise the real costs of the 
jects. i 
But S. Paramajuda, the commercial 
irector of IPTN, insists that total gov- 
rnment allocation to the company over 
past 11 years has been US$900 mil- 
n. According to Habibie, IPTN has 
ven been providing a return on equity 
t an average of 5.7% a year: Similarly, 
government figures show that the total 
estment in the shipbuilding com- 
pany, PT Pal, has been US$90 million 
since the company became public in 
980. 
But Paramajuda says that profits 











alone are not the justification for the 
existence of IPTN. "Economists cal- 
culate profits as returns. If you invest 
US$10 and get back US$12, then the 
US$2 is seen by an economist as pro- 
fit. But at IPTN, if we invest US$10 
and get back US$10, and in the process 
we have provided jobs and trained peo- 
ple, that to us is profit," he says. Al- 
though commercial director of IPTN, 
like all top people in the Habibie frater- 
nity Paramajuda is an engineer by train- 


ing. ; 

Although few observers deny that 
the education of Indonesian youth is 
constructive, and that the jobs provided 
by the industries are much needed, 
economists are unwilling to credit 
Habibie with much in this area. "Due to 
the unavailability of figures," says one 
government economist, “an accurate 
cost-benefit analysis is impossible." He 
adds that "the same objectives could 
most likely be reached with a fraction of 
the cost." 


Acorns to the economist, it is 
generally believed that government 
figures on investment in the industries 
do not include capital costs, which he 
put as “the area where government is 
elieved to have allocated financial re- 
sources unjustifiable by any measure.” 
He added that “with the kind of con- 
troversy raging around Habibie’s pro- 
jects, if investment in hi-tech industries 
was indeed as low as he claims, and if 
there was a return on equity, Habibie 
would be the first person to lobby for 
open records, so that he can prove his 
achievements to us all. Such a request 
has not been forthcoming." 
Habibie insists that capital costs are 
indeed included in any calculations 











about the industry. He admits, how- 
ever, that the costs of acquiring 
technical know-how are not includ- 
ed. 

. Like everything else, know-how is 
imported, in the form of numerous con- 
sultants who have been borrowed from 
world-class manufacturers. There are 
large teams of foreign consultants work- 
ing with every hi-tech industry, draw- 
ing salaries more than 20 to.30 times 
those of their Indonesian counter- 
parts. 

Further costs include some 200 In- 
donesian students on IPTN scholarships 
abroad, at educational costs of up to 
US$60,000 per student. In addition, 
teams of I personnel are sent to 
West Germany and Spain to gain ex- 
perience in aircraft plants annually. 
There is also a large supportin staff of 
researchers. working to develop new 
technologies at the Puspitek Centre in 
Serpong, and another 1,500 people 
working with BPPT, the centre responsi- 
ble for the assessment and application of 
technology, headed by Habibie. 

Apart from land, labour and a few 
raw materials, all other input into the hi- 
tech industries is imported. The sophis- 
ticated machinery, which can match 
anything at similar plants in any ad- 
vanced country, is wholly imported. 
Raw materials, such as the large quan- 
tities of steel and aluminium that are 
used in IPTN aircraft, are imported (In- 
donesian-made steel and aluminium is 
not up to the specifications required by 
the aircraft industry). IPTN officials 
concede that except for some material 
that goes into the making of aircraft 
seats, everything else that.goes into an 
IPTN aircraft is imported. 

“You will find in this country many 























economists who are not very favourably 
impressed with the hi-tech industries,” 
says Jisman Sumajuntak, himself an 
economist at the Centre for Strategic 
and International Studies, a Jakarta- 
based government think-tank. “We 
would have had better opportunities if 
we had invested our limited financial re- 
sources elsewhere, like in resource- 
based industries," he adds. 

Ministers wing for funds in com- 
petition with Habibie are said to be 
weary of the privileged status of the hi- 
tech industries, because the industries 
have grown — or, at least, been pro- 
moted — at the expense of other sec- 
tors. The opportunity costs of the in- 
vestments are becoming more apparent 
now that the government is trying to 
boost non-oil exports. 

Scant attention had been paid to In- 
donesia’s naturally blessed plantations 
in favour of investing easy oil revenues 
in other sectors of the economy. Asare- 
sult, plantations have become ineffi- 
cient and production has been low. Re- 
cent government prodding in the face of 
declining oil revenues has had little suc- 
cess. Productivity at Indonesian rubber 
plantations, for instance, remains 40% 
lower than those in Malaysia, though 
Indonesian plantations enjoy ideal 
physical conditions. Exports, therefore, 
have remained sluggish. 


En however, are. also affected 
by the protectionist policies promul- 
gated to protect the hi-tech industries. 
The government has banned the import: 
of small ships and aircraft, and insists 
that operators of transportation net- 
works buy equipment produced by the 
state. In addition, a government pro- 
gramme calls for operators of liners to 








phase out and scrap their old ships, sell 
the steel to the state-owned Krakatau 
steel plant, and buy new vessels from 
the state shipyards. The owner of a 
small shipping company said that he, 
like other small operators, has built his 
fleet using second-hand ships from 
Japan and South Korea. “I can’t afford 
to buy, new ships,” he insists, “not even 
with government financing.” 

Similarly, the domestic air carrier, 
Bouraq, still operates World War H- 
vintage equipment on somé routes. Bet- 
ter suited to the needs of a domestic car- 
rier is the Fokker F-50, which is cur- 
rently used widely on domestic routes, 
but which will now have to be replaced 
with the locally built CN-235, which is 


best suited to carrying cargo. Similar de- - 


cisions to buy Indonesian are forced 
upon the military, which has little use 
for a small, propeller-driven cargo air- 
craft. 

The government policy increases 
transportation .costs, according to 
another shipping line operator, who 
says that the higher costs are ultimately 


absorbed by customers, many of them, 


exporters. As the government insists 
that everything that moves out of In- 
donesia be shipped on Indonesian lin- 
ers, the added transportation costs 
eventually affect exports — making 
them less competitive than those of 
countries which can move their goods 
more economically — a prospect In- 
donesia can hardly afford during the 
current recession. А 
Simajuntak questions the wisdom of 
embarking upon capital and skill inten- 
sive hi-tech projects in a country which 
has neither abundant financial re- 
sources nor a skilled workforce. It 
would be far wiser, he says, to concen- 








| says: "He is like a little kid in a big toy 
















































trate on industries which are m 
labour intensive. Dx 
Compounded by the recession 
problem of unemployment, which ise 
pected to become more acute in the 
few years (REVIEW, 4 June). It-is.es 
mated that up to 200 million young In- 
donesians will be reaching the worki 
age in the next three years. The:hi-tech 
industries, though they are able to 
vide jobs, are not able to absorb тш 
of the workforce. The largest hi-t 
projects, IPTN and PT. Pal, empl 
13,000 and 6,000 workers respecti 
According to Habibie, the workfe 
IPTN will remain constant for 
five years. 


Hb: insists that decreased 
enues will not affect a.hi-tech: 
pany like IPTN. "Everything is paid 
for," he says, “and we don't have an 
debts." But the problem is that the go 
ernment, which owns IPTN, does ha 
debts. Therefore, though the allocation 
to the hi-tech industries from th 
tional budget has not changed muc 
the projects are bound to be affecté 
they are financed by non-budgeta 
means, since allocations to other sect 
of the economy have been severely 
duced. ү 
Simajuntak says that the heavy. in- 
vestment in the industries over the past 
decade represents a “point of no re- 
turn," so the government cannot simply 
wash its hands of the whole matter. / 
suggested way of cutting costs is that the 
industries should stop their horizontal 
expansion, and should specialise. in 
areas they have already mastered. Fo 
instance IPTN, say economists; should 
abandon the goal of trying to produce 
own aircraft, and should instead use thi 
Indonesian advantage of cheap labou 
to become suppliers of aircraft com 
nents to foreign manufacturers. 
Similarly, it is suggested that the onl 
way other hi-tech industries can surviy 
is to adopt the same method. *We.sim 
ply cannot continue this drain on.the 
economy," says another government 
economist. But as an US consultan 
with IPTN says: “Although speciali: 
tion in the face of the current recession 
makes sense, it is unlikely to happen be 
cause it is not in keeping with Habibie’ 
philosophy." a 
But indonesia’ choices are becom 
ing more limited as the economy wor 
sens. Habibie wants another 20 years to 
prove the promise of hi-tech. But the 
government looks hard-pressed to. be 
able to provide a grace period of two 
decades in order to get returns on 
equity. The large captive market tha! 
Habibie envisioned. would make- his 
dream come true, is unlikely to have the 
purchasing power to.expand when finan- 
cial resources have been cut for all sec 
tors of the economy. A critic of Habibi 


store, who wants all the toys but doesn't > 
know how much papa can afford." @ |/ 
































jewel in the crown of Indonesian 
ndustry,and the chief beneficiary of 
government's commitment to the hi- 
h cause, is the state-owned aircraft 
facturing company. IPTN. To 
er the 150-acre IPTN plant in Ban- 
ig is to leave Indonesia behind. 
‘The company was started in 1976 by 
bibie with a workforce of 500. 
day, the company employs 13,000 
rs in facilities comparable to 
se found in any modern, developed 
untry. IPTN is involved in the pro- 
ion of six types of aircraft — four 
ary wing, and two fixed wing. These 
idé the Super Puma (NAS-332) 
icopter, made under licence from the 
гореап consortium Aerospatiale; the 
NBO-105 helicopter and МВК 117 — 
West Germany's Messerschmitt Bol- 
ow Blohm (MBB); the NBELL-412, 
dé under licence from Bell Helicop- 
“the US; the NC-212 fixed-wing 
стай, made undef’ licence from 
iA of Spain, and the newly de- 
eloped CN-235, made under joint col- 
ration with CASA. 
The CN-235 is the pride of IPTN. It 
5-40 seat aircraft designed and built 
nder a 50-50 joint collaboration pact with 
































































ift are imported and most of the сот: 
nents made at IPTN. Only-about 10- 
of the components are imported 
m the licensors. To date, IPTN has 
ed out about 250 aircraft, all but 
ight of. which have been delivered to 
ocal operators, mostly government- 
ywned enterprises. 
JPTN was started by Habibie in 
гает to make Indonesia self-sufficient 
n its aircraft needs. Although the large 
captive market offered. by ав ar- 
ipelago of more than 16,000 islands 
was the justification. for: establishing 
"IPTN; Habibie's ambitions go beyond 
the local market. He envisions the day 
when Indonesian-built aircraft will com- 
pete against similar aircraft built in de- 
eloped countries. | 
The 

























“Raw materials for all IPTN air- : 








ergy and vitality with which |. О 


in artificial jewel 


mestic shortcomings bring IPTN down to earth 


Habibie speaks of IPTN creates an illu- 
sion of success for those who come in 
contact with him. However, the Indone- 
sian aircraft industry is nót yet on its 


feet, and given the problems of a severe : 


recession compounded by a shortage of 
skilled personnel and' proper research 
and éducational facilities to: develop 
technology and train the workforce, his 
dream of a successful aircraft industry in 
a Third World country may nevertake off. 

IPTN generates an aura of success by 
pointing to the production and sale 
of some 250 aircraft. However, out 
of about 242 aircraft sold domesti- 
cally, all but four were purchased by 
state-owned enterprises. Of the eight 
aircraft sold abroad — to Air Guam, 
Saudi Arabia and Thailand — only two 
were really built by IPTN. The others 
were largely manufactured at the licen- 
sors' plants overseas, with little input 
from IPTN. And the sale to Thailand 
was part of a barter deal for rice. 

The gale to Air Guam of а CN-235 


was delayed pending US Federal Avia- 


tion Administration (FAA) certifica- 
tion, and when in December last year the 
FAA certified the CN-235 as airworthy, 
there: was much pomp in the media. 
However, what IPTN failed to reveal 
was that FAA certification has been 


granted to CN-235 aircraft’ which are ` 
manufactured in Spain. Under the: 


IPTN-CASA -agreement, 5096 of the 


components for the aircraft are made іп ` 


Indonesia, and the rest in Spain. The 
two companies ship components to each 
other, with aircraft being assembled at 
both plants. However, FAA recognises 
as airworthy only those aircraft assem- 
bled at the CASA plant in Spain, and 
not those manufactured at IPTN. The 
FAA has yet to be convinced of the 
workmanship done at the IPTN plant. 
Earlier, officials had hoped that the 


aircraft would: be completed, certified: 


and ready for delivery їп 1983. But de- 


sign “problems: and technical hitches 
"upset that schedule by several years. . 
of the biggest problems faced by 





| top-rated foreign institutions, acquiring 





Н of Technology (ITB), which turns out 


| learn aircraft design. 


‚ which is one reason why economists 





“equipment, say like India, then you can- 





IPTN is finding a supply of qualified en- 
gineers. In a country where only 1% of 
the workforce. has completed high 
school, engineers are hard to come by. 
Without engineers, IPTN is just a gran- ` 
diose showcase reflecting the wastes 
from the oil boom of the 1970s. 
Currently, IPTN has about 200 
young Indonesians on scholarships in 


skills which they will bring back to the 
company. The only educational institu- 
tion in Indonesia which trains aeronaut- 
ical engineers іѕ ће Bandung Institute 


about 50 graduates a year. But ITB does 
not have a full curriculum on aircraft en- 
gineering. Aircraft design, for instance 
is not specifically taught. Engineering 
students, who have had general courses 
in design, are then taken by IPTN and 
given on-the-job training, whereby they 













But even with local and foreign- 
trained. personnel, there is an acute 
shortage of engineers in the country, 


argue against skill-intefisive ventures 
such as IPTN. Of the company's 13,000 
employees, only 500 are trained en- 
gineers. The rest are technicians with 
secondary education augmented by on- 
the-job training. 
According to a West German en- 
gineer working with IPTN, the ratio of 
trained engineers to — vocationally 
trained technicians is about 26:1. "Even 
on a maintenance operation like a com- 
‘mercial airline there is at least one 
trained and qualified engineer for every 
eight technicians,” he says, adding that 
“at the point of inception, whén you 
want'to develop technology rather than 
just maintain it, it becomes far móre im- 
portant. to have well-trained, well-edu- 
cated, qualified engineérs." Я 


D E. ..Taisey; a-Boeing employee 
a who heads the Technical Support 
Programme at IPTN, says that "person- 
nel are young, with limited experience 
because of their short time in the indus- 
tryandthe rapid growthofthecompany." 
“Hi-tech,” says an engineer with a 
commercial airline in Jakarta, “is more > 
than anything else a body of knowledge. 
If you have the knowledge but not the 


not make leaps and bounds. But if you 
have the equipment and not the knowl- 
edge, like Indonesia, you are again in no 
position to leapfrog in an industry which. 
is at the cutting edge of science." 

In reference to IPTN's ability:to de- 
velop new technolgies, a foreign consul- 
tant with IPTN says that “they have 
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the business. То increase efficiency, the 
development of software is needed. As 
head of the Boeing team at IPTN, 
Taisey is working with IPTN to stream- 
line the operation to make it more effi- 


- cient and cost effective. “One of the 


biggest problems we are trying to over- 
‘come here,” says Taisey, “is to provide 
everything a worker needs to fulfil his 
job. There is government involvement 
... that can have a serious impact.” 
There is no established network 
within the country which assures the ar- 
rival of the different materials which go 
into an aircraft on time, says Taisey. As 
everything which goes into an IPTN air- 
craft is imported, efficiency is the key to 


| the operation. Material has to be pro- 
: E, 


paid for, and brought into the 


- facility in a timely manner. “It is not just 


a matter of procurement," says Taisey, 
“but a matter of procurement in a timely 
manner." 

One observation made by several 


| journalists who have visited the IPTN 
facilities in the past two years has been 
| the remarkable level of inactivity. The 


administration building is host to dele- 
gations and personnel from other com- 


НА се coming in every day to talk with 


PTN officials, and there is plenty of ac- 
tivity there. Facilities where aircraft de- 
sign takes place are also manned. But at 
a assembly line, gigantic machines sit 
idle. 

The hangars are virtually deserted, 
too, except for the awesome helicopters 
and fixed-wing aircraft in various stages 
of assembly, about three or four to a 


| hangar. There is a finished CN-235, 


another which is almost finished, but 
has avionics equipment hanging out of 
the open nose, and several others in pri- 
mary and secondary stages of assembly. 
The gigantic Super Pumas are most im- 
pressive, looking like helicopter gun- 
ships, some completed, some incom- 
plete. But in every hangar, there are air- 
craft and no people, much like a 
museum, where the pieces are meant 
to impress, but have no practical func- 
tion. 


T newly developed Universal Main- 
tenance Centre (UMC), which is the 
pride of IPTN, stands a short drive 
away from the main facilities. At UMC, 
IPTN will be able to repair and overhaul 
aircraft engines as well as marine and in- 
dustrial units. There is a poster with pic- 
tures and specifications of the various 
types of engines UMC is capable of 
handling. However, the engine types 
can be seen only on the post. In 
March, there was not one engine to be 
seen at the centre, though that may have 
been due to the fact that the facility is re- 
latively new. 

The IPTN Bulletin claims that orders 
for the CN-235 are pouring in, from 
local as well as foreign operators. Last 
year, the company reported up to 259 
orders. Officials claim that the plant has 
the capacity to produce six CN-235s a 


month; current production stands at six 
a year. 

There is little known about the qual- 
ity of IPTN aircraft, especially the CN- 
235, because almost all deliveries have 
been to government enterprises, and 
the aircraft are still relatively new. It is 
generally agreed by the many foreign 
advisers who work with IPTN, that the 
company puts out a good product, 
though the FAA has yet to be con- 
vinced. But when foreign advisers are 
imported, the machinery is imported, 
and virtually all the raw materials are 
imported, and only processed at IPTN, 
the question is how big an achievement 
is this? 

Habibie is convinced that it is an 
achievement, *Do you think," he asks 
rhetorically, “that a company like Boe- 
ing wants to work, or even sit down at 
the same table and talk with us, if they 
don't believe in us?" 

But Boeing is eyeing the local mar- 
ket, and though Taisey speaks for his 
company when he says that the quality 


of IPTN components is acceptable and 
the labour cheap, he first refers to the 
ssibilities of resale to the local mar- 
et. The Indonesian market for com- 
mercial and military aircraft is far from 
negligible, and Habibie has made it im- 
possible for any foreign aircraft manu- 
facturer to do business in Indonesia 
without an offset deal. 

Recently, Boeing signed a deal with 
IPTN for the latter to manufacture 
some components of the 767 aircraft. 
IPTN's total contract is worth 
US$800,000. Similarly, an offset deal 
was signed with General Dynamics 
under which IPTN will produce up to 
30% of the components of each of the 12 
F-16 aircraft to be delivered to the In- 
donesian air force. 

The offset deals are perhaps the most 
tangible benefits of the Indonesian air- 
craft industry. But when it comes to de- 
signing and manufacturing complete 
aircraft, there are few observers who 
believe that IPTN can ever be viable 
without government subsidies. “But it 


still isn’t too late to stop pouring money 
into a white elephant,” says an Indone- 
sian economist. “The choice is to keep 
squandering our financial resources into 
an 'ego-boosting industry,” or to come 
to our senses and stop now,” he says. 
“Why can’t we make some components 
of an aircraft, and concentrate our capi- 
tal and labour into more viable pro- 
jects,” he asks. 


he latest IPTN venture, which has 

yet to be finalised, is a joint col- 
laboration with Boeing, MBB and Fok- 
ker to build a medium-sized aircraft 
called the Atra 90, an aircraft similar in 
size to the DC-9. Habibie is understand- 
ably proud that the big names in the 
business are willing to include IPTN as a 
partner. However, it is debatable whe- 
ther it is the quality of work at IPTN 
which attracts the big manufacturers. 

Habibie explains that from 1992-95 
the large fleet of DC-9s now servicing 
domestic routes in the country, will be 
phased out, and replaced by about 100- 





200 new aircraft, which is by no means a 
negligible market. He has this market 
virtually in his fist. By letting IPTN have 
a share of their pie, Boeing, MBB and 
Fokker, are simply jumping on the 
Habibie bandwagon. 

IPTN is an ambitious project by any 
standard, and ambition is perhaps what 
is needed most in the Indonesian econ- 
omy. But Indonesia has neither the skill- 
ed manpower, nor the capital to be- 
come a hi-tech competitor in the world 
market. In the West, many advances in 
the industry come as a result of military 
research, where costs are no object. It is 
doubtful whether Indonesia can make 
advances in the industry without even a 
fraction of the required funds. 

Where universities throughout the 
West are involved in research and deve- 
lopment and the training of personnel 
on state-of-the-art equipment, In- 
donesia has a small technical college in 
Bandung, where practical application is 
learned on an old, dismantled Soviet 
MiG-21. — Anwar Nasir 
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Don't wait for the Far Eastern Economic Reviews special section on 
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- Paris Air Show, 1987 
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Engine Plant to Div Mgr: 


Accessories Plant to Div Mgr: 


VY Flight Test to Div Mgr: 
A/C Overhaul to Div Mgr: 





From an original oil painting for Israel Aircraft Industries by Barry Bichler 


15:45 Production Control Work Status Report 


Customer confirms approval of our proposal to 
upgrade all of his F-4 aircraft. Depot 
maintenance and avionics retrofit in process on 

4 A-4 aircraft. 

Last of 12 Mirage completed flight test at 10:00. 
In process C-130 D-check proceeding O.T. 707 
special mission conversion to be in hangar at 24:00. 
3 J-79's and 4 J-52's in process. 5 T-56's in 
inspection. 3 J-52's, 2 F-100's, 1 Atar, 2 PT6's 
and 5 Allison 250’s in test cells. F-110 crew chief 
training accomplished. 

5 F-100 fuel control systems, 28 digital avionics 
packages and 17 hydraulic systems in process. 
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The Bedek Aviation Division of IAI 
can supply what you need. We've 
been supplying it to the Israel 
Defense Forces and other modern 
and modernizing air forces for 
many years. 


* The capability to service, repair and 
upgrade virtually any aircraft froma light 
trainer to an advanced combat aircraft. 

• Airframe modification to convert old 
transports to multi-mission platforms. 

« Anengine plant with computerized test 
cells, in-house developed repair schemes 
and inspection criteria to increase fuel 
efficiency and save you money. 

* An accessories repair and overhaul facility 
treating more than 10,000 types of 
hydraulic engine and avionic systems, 
helicopter blades, and dynamic 
components. 

e Authorized by the world’s leading air 
forces. 


For total aircraft support and support 
training, IAT's Bedek Aviation Division. 
For helicopters, ТАГ Mata plant. IAI 
provides a single source for air, sea and 
ground technology. 


For further information on IAI and your 
Military Infrastructure, please contact: 


ISRAEL 
AIRCRAFT 
INDUSTRIES 


LTD 


"Ben-Gurion International Airport, Israel 
Tel: (03)97131 1L. Fax: (03)9713131,9712290 
Telex: 371102, 371114 ISRAVIA IL 
Cables: ISRAELAVIA 
New York: 

Israel Aircraft Industries International, Inc. 
50 West 23rd St., New York, NY 10010 
Tel: (212) 620-4410 
Telex: 230-125180 ISRAIR 
Brussels: 
IA] European Marketing Office 
50, Ave. des Arts. 
Tek Q) 513455. Telex: 627181 ISRAVIA B 
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Why more and more 
business people like to stay 
with us. 
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In the throbbing heart of Taipei stands 
the oasis of the Howard Plaza, a hotel that 
understands how to make travel a pleasure. 
We are only a five-minute drive to the new 
Taipei World Trade Center and ten minutes to 
the financial centers and government buildings. 
Immediate access to the freeway leading to 
CKS International Airport. 


Original works of art adorn the spacious lobbies 
and walkways. Attentive staff 
are always ready with a smile, 
and facilities are among the 
most complete in Asia. 
Sports facilities include a 
swimming pool, sauna, and 
health club. And our 
Executive Business Center 
meets all your business 
requirements. 


Visitors agree — why stay 
anywhere else when you can 
stay at the Howard Plaza. 


HA ME 


Howard Plaza Hotel 


160 Jen Ai Road, Sec. 3, Taipei, Taiwan, R.O.C. 

Tel: (02) 700-2323 

Telex: 10702 HOPLATEL Fax: 7000729 

For reservations and information, 

please contact any Distinguished Hotels of The World, 
Utell International, Supereps International, Р 
ог Odner Hotel representative in your area. 





An associate of the Keio Plaza Hotels, Japan 
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“Туе got a terrific ball! When dad told me it was made 
of plastic I didn’t believe him. I haven’t missed a goal 
since I got it. It puts up with all kinds of rough treatment - 
even my dog’s teeth! All my friends are jealous. I really 
think that the people who made it are clever!’ 

That's true : the innovators of to-day are clever and 
Atochem's chemistry is here to help them. To help them 
to produce better and more reliable products and to meet 
the needs of to-day's high technology. 

Atochem has laboratories, research centres and 
production sites which by working in close collaboration 
with each other ensure successful products for the 
innovators. 

Atochem: The way forward for innovators. 


ATOCHEM in France and the world. 

- 10,000 employees plus. - Network spreading over 

- 35 productions plants in 97 countries on 5 continents 
France and the world. - Turnover: FF 20 billions. 


- 4 research and - Main activity sectors 
development centres. Basic chemicals, 

- 1 technical centre Fine and speciality 
(engineering). chemicals, Plastic materials 
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ATOCHEM 

Hong-Kong 

Tél. : 852 (3) 697.145 
Telex: 39712 HKATO HX 
Melbourne 

Tél.: 61 (3) 548.40.33 
Télex: 154171 ATOMEL AA 
Singapour 

Tel.: (65) 225.03.88 

Télex: 34502 ATOSEA RS 
Tokyo 

Tél. : 81 (3) 234.74.41 
Télex : 232 5419 ATOCHM J 


ATOCHEM 
eie 


Head office 

4, cours Michelet 

La Défense 10 - Cedex 42 

92091 Paris La Défense (France) 

Tel. (1) 49.00.80.80 - Telex: ATO 611922 F 
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Brokers say some discussion 
| taken place on a possible SES fut 
contract, but the logical market would - 
clearly be Simex, which is already | 
geared to futures trading, and could add 
a local contract simply as yet another 
product, at minimal incremental diffi- 
culty or cost. 

more practical problem is the sele 
tion of a suitable index, either from 
existing array or the introduction of 
entirely new indicator. The SES itself | 
has an all-share index, with sectoral de- | 
rivatives; the four leading banks have 
stock indices, and the country's two En 
lish-language newspapers both have 
range of indices, the most familiar 
which is the Straits Times Industrial | 
Index, comprising a selection of blue | 





icr Í 4 
deally, the characteristics of an | 
index to be used for futures trading 
should be sufficiently volatile to lend it- 
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Stock exchange on the move 


Singapore modernises trading in securities 


By John Mulcahy in Singapore 


penat iain stockmarket, presently 
enjoying a consummate revival of 
its fortunes, is at the same time prepar- 
ing for a sea change in its trading 
methodology. 

Amendments expected range from 
negotiated commissions to the physical 
relocation of the Stock Exchange of 


national Monetary Exchange (Simex), 
is a local stpck-index futures contract. 
Simex already offers a stock-index fu- 
tures contract, the Nikkei 225, covering 
the Tokyo Stock Exchange. This, how- 
ever, is viewed more as a market-place 
for Japanese and other foreign investors 
seeking a hedge to the Tokyo market 


self to trading op 
not be so narrowly 
manipulated. t 
None of the existing indices is suita- | 
ble in its present form to futures , 
tract application, for reasons either 
inadequate representation or the 
verse. While the SES all-share ind 
dutifully reflects the entire market on а 
actuarial basis, it lacks the intra-day an: 
indeed the intra-day volatility nee: 
for effective futures trading. Bet 
lA 
SES 
but daily moves of more than three poir 


rtunities, but should | 
based that it is easily 














ril and the end of May this year, the. 
all-share rose by 14% (to 360.66), 


Singapore (SES) to more-spacious sur- | rather than a vehicle for Singaporeans. | were rare, and the intra-day fluctuati 
roundings. With the move, targeted for The Nikkei contract, launched in | was generally limited to one or two | 
the end of this year but with a probable | September last year, has not yet | points. S 


completion date around the middle of 
1988, is likely to come a partial automa- 
tion of the trading system, which now 
adheres to the traditional open outcry 
method. 

A new settlement system, to take ef- 
fect from 1 July, provides for five-day 
settlement or delivery, and imposes ob- 
stacles to speculators offsetting pur- 
chases against sales within the account 
period. Rules now in force require set- 
tlement every Tuesday, failing which 
the SES invokes a rigid buy-in process, 
closing any open positions. That provi- 
sion in the rules will be retained. 

The SES is also planning a new rule 
requiring all transactions to be regis- 
tered, to give observers a better feel for 
the trends in activity. Much foreign 
business, as well as that conducted in- 
house by local firms, is not transacted or 
booked on the floor of the exchange, re- 
sulting in a substantial understatement 
of activity. The resurgence in prices 
over the past year has been accom- 
panied by renewed interest from 
abroad, and some international broking 
firms have been making markets for 
their overseas institutional clients in key 
Singapore stocks. 

Also under discussion, though some- 
what muted because of an overlap be- 
tween the SES and the Singapore Inter- 
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achieved adequate liquidity to attract 
substantial programme trading interest, 
with the daily average only recently 
moving above 1,000. Liberalisation of 
constraints over Japanese institutions in 
May has boosted volume, to a record 
2, contracts on the first day they 
were allowed to trade directly in the 
Nikkei contract. Volume, however, has 
since slipped to a range of 1,000-1,500 
contracts a day. One explanation for the 
thin trade is the lack of small 
speculators, which in developed mar- 
kets provide the contrary view and 
create liquidity. 


А: Singapore’s domestic market ex- 
pands in volume and in the diversity 
of investors, a futures contract will en- 
courage institutional interest and boost 
liquidity, proponents argue. One per- 
ceived difficulty is the apparent 
dichotomy of ambitions the government 
has for foreign and local players. 

While eager to promote the use of 
Singapore as a playing field for the in- 
ternational financial community, the 
authorities are less enthusiastic about 
hybrid opportunities for domestic con- 
sumption. Despite these reservations, 
though, the principle of a local index fu- 
tures contract has been widely ac- 
cepted. 


A better alternative, at least 
the standpoints of public awareness г 
volatility, would be the Straits Times In- | 
dustrial Index, which rose over the past | 
two months by 176 points (17%), to | 
1,220. But this indicator is unwei 
represents only a small proportion o | 
Singapore’s market capitalisation, and | 
could be 
culty. 1 

The most probable solution to the | 
problem of suitability would be a refine- | 
ment of one of the SES indices, in- | 
troducing to it an element of volati- | 


lity. 


At the same time, the authorities will | 
need to be convinced about the desira- | 
bility of launching a vehicle whose | 
characteristics include, as intrinsic ele- 
ments, risk and speculation. “H 

Actions taken since the Pan-Electric | 
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ghted, | 


manipulated with little diffi- | 
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Industries collapse, from a new Securi- |. 


ties Industry Act to the "corporatisa- | 
tion" 


of the stockbroking community, |. 


are a measure of the sweeping changes | 


the resolution is there. Of the various | 
amendments to the securities industry - 
planned for the coming months, intro- | 
duction of a local stock index futures | - 
contract could have the most far-reach- 


ing impact in attaining the government's 
goal of globalisation. 
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Unassailable 

















































































































contractor for Israel’s new- 

generation Lavi fighter — 

| provides you with combat- 

| proven Aircraft Self- 

| Protection EW Systems. 

| Elta'sintegrated 

| computer-controlled 

| systems are dedicated to 

| missioncompletion — and 

 survivability — in 

tomorrow's multi-threat 

. environment. Air or 
surface launched active or 
semi-active missiles, anti- 
aircraft artillery — all are 

- effectively countered. 

. Elta' s EW. Depend on it. 

| Wedo: 
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ELTA 


a subsidiary of ISRAEL AIRCRAFT INDUSTRIESLTO 
Electromes Division 


Ashdod, Israel: P.O. Box 330, Ashdod 77102 
Tel: (55) 30333. Telex: 371874 ELTA IL 
Cables: ELTASHDOD 

New York: Israel Aircraft Industries Inc. 

Tel: (212) 620-4410, Telex: 230-125180 ISRAIR 
Brussels: IAI European Marketing Office 

Tel: (2) 5131455. Telex: 62718 ISRAVIB 
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By Anthony Rowley in Hongkong 
ongkong is at last coming to grips 
with the highly sensitive issue of dis- 

closure of substantial shareholdings in 

public listed . companies, including 
nominee shareholdings. Nearly 15 years 
after the issue was first officially de- 
bated, a bill outlawing secrecy in cor- 

porate holdings will be gazetted on 5 

June and, it is hoped, will make the sta- 

tute books sometime next year. 

Government thinking on the issue of 
corporate disclosure and nominee hold- 
ings has undergone a distinct shift and 
instead of arguing anymore that disclo- 
sure would not be appropriate in the 
“special circumstances” of Hongkong, 
the official line now is that Hongkon 
needs to come into line with major fi- 
nancial centres in enforcing disclosure. 

The reasons for this volte-face are 
not entirely apparent. Although the 
local Securities Commission has long 
been in favour of stricter disclosure pro- 
visions, and though the Standing Com- 
mittee on Company Law Reform rec- 
ommended legislation to ‘this end in 
1985, there has been a good deal of foot- 
dragging at higher levels. 

t was long held that it would go 
against the cultural grain of the local 

inese community to have sharehold- 
ings and dealings made pes espe- 
cially as the proprietors of public com- 
panies, and their families, usually re- 
main the largest shareholders and wheel 
and deal on a large scale. Hongkong has 
also been held up as the "Switzerland of 

Asia" in preserving confi- 

dentiality in banking and 

share transactions. 

Over the past two 
years, however, the gov- 
ernment has been tight- 
ening up all round on the 
banking and corporate 
sector in the wake of 
spectacular failures in 
both sectors (including 
the Carrian debacle). 
The ening oF the present 
initiative has also given 
rise to speculation that 
the British colonial ad- 
ministration is seeking to 
accommodate, ог sec- 
ond-guess, Peking's views 
on the need for dis- 
closure after 1997. 

The Securities (Disclosure of In- 
terests) Bill 1987 — which basically re- 
quires that shareholdings of 10% or 
more in any of 260 companies listed 
on the Stock Exchange of Hongkong 
must be disclosed — may well undergo 
some watering down in the light of com- 
ments and objections received from a 
group of professional bodies which will 
































Out of the shadows 


Hongkong moves to legislate on corporate disclosure 















review it during the next three months. 

Maintaining nominee shareholdings 
has become a major industry for both 
banks and some legal firms in Hong- 
kong. Although the proposed legisla- 
tion does not seek to outlaw such hold- 
ings — but to look behind them when 
necessary — it is likely to discourage 
businessmen and financiers from using 
Hongkong nominees — unless they can 
find ways of parcelling holdings in small 
packages so as to avoid detection. It 
could conceivably discourage com- 

anies from listing their shares on the 
ocal stockmarket too. 

Despite this the government has de- 
cided that Hongkong should come into 
line with major Western countries (and 
Singapore) in introducing legislation re- 
quiring the “disclosure of beneficial in- 
terests in shareholdings or dealings in 
shares on a significant scale." Up to 
now, only directors and their associates 
in listed companies have been required 
to notify significant shareholdings and 
dealings — not by law but under the 
stock exchange listing rules. 

The new bill, which has been 
through the Executive Council (Exco) 
once and will need to pass Exco again 
after the consultation process before 
going on to the Legislative Council, 
is modelled very closely on existing Bri- 
tish legislation. One important respect 
in which it differs however, is the re- 
quirement for any shareholder with 
10% or more of a listed company's vot- 
ing rights to notify. 
(Non-voting shares do 
not constitute a major 
element of equity capital 
in on: In Britain 
the level is 5% and over. 
British law also requires 
shareholders in all com- 
panies — public and pri- 
vate — to disclose. 
Hongkong has thus 
made a concession to the 
"right to privacy" among 
non-listed companies. 

Shareholders will be 
= to notify their 
holdings to the company 
concerned within five 
days of acquiring them 
and the company will. 
have to maintain a regis- 
ter and index available for public in- 
spection. The disclosure requirement 
applies to beneficial interests in the 
shares and debentures of the company 
concerned and of its associated com- 

anies. The company is also required to 
inform the stock exchange and the Secu- 
rities Commission by the end of the 
working day following notification. Any 





Sanwa’s added reach in Japanese finance 
can do a lot for your business 


wide client base 

The Sanwa Bank, one 
ol Japan's top financial 
institutions, fas always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc. 


Extensive domestic and 
Overseas Operations 

With more than 260 
offices, Sanwa's domestic 
network is one of Japan's 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank's 
vast overseas network 


Sanwa bankers are working for you everywhere. 


<, Sanwa Bank 


in marketing advisory 
and other services to its 
growing international 
clientele. 


Vast resources 

for more specialized 

services 

Forward-looking bank- 

ing made Sanwa what it 
is today: the world's 6th 
largest bank*, with total 
assets of over US$200 
billion and the highest 
credit rating in inter- 


national finance. Backed 
also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker. And see what 
Sanwa’s added reach in 
Japanese finance can do 
for your business. 
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Ы unchallenged authority! 
There is no doubt amongst leading top management as to which publication is considered 


the most authoritative in the region on coverage of Asian business affairs. It’s the Far East- 
ern Economic Review by an overwhelming majority! 


*unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don’t just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 


* unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 64,100 copies per issue. 


A growing number of advertisers have taken full advantage of this impressive growth. The 
Review has increased its ad page volume from 1 ,458 in 1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest concentration of 
Asia’s most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. 








SRG Executive Surveys — Asian Executive Study Unparalleled їпїїдепсе in Asia 
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The records of our three established offshore unit 
trusts emphasises the consistency of the Perpetual 






the objective at Perpetual is to 
achieve investment performance 
that stands out from the crowd. 


“Convincing record... 
Special mention should also be made of Perpetual, last 
year s winners of the top unit trust group award. This 
company s long term performance is exceptional. . . 
Perpetual's overall performance puts it top over two, 
five, six, eight, nine and ten years." 
MONEY MAGAZINE — December 1986* 


Above all our record of consistent investment success 
can be attributed to the calibre of our fund managers — 
the most important asset of any unit trust company. 
Their priority is to achieve consistently higher returns, as 
illustrated by the Perpetual International Growth Fund 
— not necessarily over a few weeks, but over a realistic 
period as highlighted in the paragraph above. 

The Perpetual International Growth Fund is managed 
in the United Kingdom by the same investment team that 
is responsible for the investment of Perpetual offshore 
funds. The U.K. International Growth Fund over the Offshore 
period since launch has achieved higher growth in the | — International 

value of units than any other Growth Fund 
ОК. international unit trust. | 
Over the period since its 
launch on Ith September {| surnane 





Perpetual Offshore 
International Growth Fund 


UP 220.2% 


since launch on 23rd January 1983) 












Perpetual Offshore 
American Growth Fund 


UP 155.4% 


ince launch on 21st April 1984 














Perpetual Offshore 
Emerging Companies Fund 


UP 138.9% 


since launch on 8th April 1985) 






be considered). 
Please tick box 


Offshore American 
Growth Fund 
Offshore Emerging 
Companies Fund 


approach to investment management. 


The Perpetual Offshc 
Eur pean Growth Func 
and Perpetual Offshore 
Far Eastern Growth Fur 
were added to this range 
in December 1986 
and are already showing 
gains of 40.4% and 66.3% 
respectively, on an offer 
to offer price basis 

Above all, a successfu 
performance record 
creates confidence and 
perhaps demonstrates 
more clearly than any 


other available criteria, the abilities of a unit trust 
company. For full details complete the coupon. 
М.В. You should remember that value of units 
performance is not a guarantee of future succe 
on an offer to offer basis and include net re-invested income 
-— = иин шши пине нина HMM Mamma пине Umum Guns ee ee es Ge 
Please send me details (on the terms of which al 


an go down as well as up and past 
All figures are as at Ist May 1987 





те all applications will | 
Offshore European | 
Growth Fund 
Offshore Far Eastern | 
Growth Fund 


To: Perpetual Unit Trust Management (Jersey) Limited. PO Box 459 
Norwich Union House. Church St, St Helier. Jersey. Channel Islands 





1974 to the Ist May 1987 (Mr/Mrw/ Miss} z 
" ADDRESS: . 





the value of an original x 
investment has increased by Lene: — 
3.119% — оп an offer to offer 








basis including net re- | 
invested income. | 


* Extract from an article relating to group weighted performance — largest X) 





The ACER 1100. A 386 System for 
mini-computer megapower - without 


the megabucks 


Driven by the power of a 
16MHz 80386 microproces- 
sor, the ACER 1100 is by far, 
the fastest 80386 system 
around — at 10% faster than 
the fastest machine, to date. 
At the price of a standard AT 

Transpose this to your par- 
ticular business requirement. 
See how tasks — like inventory, 
payroll — are over faster than 
you can say IBM. 

Here today, here tomorrow 

And that's just the begin- 
ning. The ACER 1100 expands 
the limits of today's compu- 
ting—runs US$6 
billion worth of ex- 
isting software, up 
to 300% faster than 
standard AT's. Plus, 
the ACER 1100 is an 
investment in the 
future - this is one 
machine that will run tomor- 
row’s advanced 32-bit soft- 
ware, up to 1000% faster than 
the AT's of today. 

With 32-bit architecture, 
unique interleaved memory 
and a massive expansion abili- 
ty, the ACER 1100 speeds you 
into the realms of tomorrow. 





The 1100 makes a powerful yet 
economical CAD/CAM workstation 



































track record is anything to go by, 
you'll be hearing more about 

us in the near future. 

One more thing. No mat- 





A number-tumbling whiz 
But that's not where 
it ends. Power hungry users 
will find the 1100's generous 
storage and lightning process- 
ing speed indispensable for 
spreadsheet and financial 
applications, CAD, CAM, 
CAE, software develop- 
ment — even artificial in- 
telligence applications. 
Not to mention 
network server needs. 
For calculation- 
intensive applications, 
success is certainly in* 
the 
books. 


Success 
breeds success 

Our commit- 
ment to research 
and development 
has enabled us to 
build better, more affordable 
machines. Like our ACER 
1100 — already it is setting 
the 32-bit standard for others 
to follow. 

Proud as we are of our 
achievements, we do 
not intend to rest on 
our laurels. And, if our 








From home corr з 10 super-Ticros- 
meet the Multitech team of PC's. 


ter where you are, we gua- 
rantee after-sales service 
through our worldwide distri- 
bution network. Invest in the 
ACER 1100. At the price of 

a 286, it's a small ante that'll 
pay off in big bucks. 


STARTS 
HERE 











Technical Specifications 


ACER 1100B CPU 80386, 4.77/6/8/10/12/16 MHz switchable. Socket for 
80387 math coprocessor. 8 slots for 32-bit, 16-bit AT compatible, 8-bit PC 
compatible. RAM 1MB, system maximum 16MB. 1FDD, 1.2MB. Microsoft® 
MS-DOS 


® 3.2., GW-BASIC* 3.2. 
ACER 1100Е As ПООВ plus 1WDD, 40MB, 28ms. 
Microsoft MS-DOS is a registered tradi 
Pe м are registered trademarks c 
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Silicon Valley * Dusseldorf * Tokyo * Taipei 
Marketed in the U.S. by ACER Technologies Corp 


k of Microsoft Corporation IBM 
I № 
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ACER 1100 


Distributors (S.E. Asia): 
Singapore AVS Electronics Pte. Ltd. Tel: 2932937. Fax: 2960786. Tlx: 36211 AVSEPL. Philippines. First 
Data Corp. Tel: 2-8159513, Thx: 64307 
Tix: 34362 TAKAHIRA. Bangladesh Unidev Ltd. Tel: 2-234861. Tlx: 642479 TMN. Thailand Sahaviriva 
Infortech Computer Co., Ltd. Tel: 2-2360295. Fax: 2-2 


FDC OR. Japan Takahira & Co., Ltd. Tel: 34230631. Fax: 34230668 


366954, Tix: 87112 SIC. Indonesia Р.Т. Kahar Duta 


Sarana. Tel: 584959. Tix: 44683 DUTA IA 
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New Mexico Creates A Climate 
That Means Business. 


Climate is important to new 
business, expansion, 
relocation—the element that 
nurtures success. 


In New Mexico, a leading 
American Sun Belt state, our 
climate is optimal for taking 
root, for growing. New 
Mexico offers international 
Ports of Entry, customs 
facilities, airports, and in-plant 
training, 


The in-bond assembly 
program is a thrify bi-national 
option for industry. Two and 
three generations of families 
have provided an efficient, 
capable work force for this 
"twin plant” strategy. Today, as 
industries focus increasingly 
on higher levels of technology, 
these same workers are 
adjusting skills to meet 

your needs. 


New Mexico transfers 
advanced technology to the 
marketplace through its Rio 
Grande Research Corridor, a 
300-mile system of technical 
expertise, research facilities, 
and laboratories. Here, the 
seeds of future technology are 
being sown. 

For more information about NEW 
MEXICO, contact Department of 
Economic Development—Interna- 
tional Trade Division, #7560, Joseph 
M. Montoya Building, 1100 St. 


Francis Drive, Santa Fe, New 
Mexico 87503 (505) 827-0283. 





NEW MEXICC= USA 


land of Enchantment 
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The Minolta AF-DL. The compact 
dual lens autofocus camera 
that's twice the fun. And twice as easy. 


Double the fun. Double easy. That's the Minolta AF-DL, the compact autofocus 35mm camera 
that gives you the choice of two lenses at the simple touch of a button. A 35mm lens for great 
scenics and group shots. And a 50mm lens for wonderful portraits and close-ups of children. 
The AF-DL also gives you plenty of automatic features for easy, fun-filled picture taking. 

Like precise autofocus. Total freedom film operation. Advanced automatic 

exposure. And automatic switch-over flash. All at an affordable price. 
The Minolta AF-DL. Picture taking that’s twice the fun. 

And twice as easy. 


0 








Minolta Camera Co., Ltd., 30, 2-Сһоте, Azuchi-Machi, Higashi-Ku, Osaka 541, Japan 






change in these substantial sharehold- 
ings — meaning a change of one per- 
centage point or more — will also have 
to be notified. 

Substantial shareholders are defined 
to include directors and chief executives 
of listed companies as well as their 
spouses, children and step-children. It 
seems likely that the Stock Exchange of 
Hongkong will retain the separate re- 
quirement for disclosure under these 
categories under its listing rules, be- 
cause of the convenience to sharehold- 
ers in having this information provided 
in annual accounts and interim reports. 

If a substantial shareholder neglects 
or declines to reveal a holding upon re- 
quest from the company, the company 
will be able to apply to the High Court for 
an enforcement order (a so-called Part 5 
‘Restriction Order). Where the com- 
' pany itself declines to pursue the mat- 
ter, shareholders representing 10% or 
“more. of the paid-up capital can ask the 
financial secretary to appoint inspec- 
“tors. In either case, a “freezing order" 
can then бе applied 
















SOUTH CHINA MORNING POST 





ravel such links could take. years of 

costly legal battles and might well come 
to a dead end. By freezing the rights at- 
taching to a nominee holding, the góv- 
ernment hopes to pre-empt the need for 
such frustrating and expensive in- 
quiries. 

A shareholder acquiring a stake 
for strategic purposes such as a take- 
over might not bother to register his 
holding with the company (and might be 
willing to forgo dividends to this end), 
but provided the seller of the stake 
notifies (as he is obliged to do), the au- 
thorities would be alerted and could 
strip the stake of voting rights, which 
would thwart the predator — provided 
the mechanism operates quickly 
enough. Е 

In practice, companies will be able to 
seek freezing orders in respect of hold- 
ings below 10% when the shareholder 
declines to disclose — even at a 596 
stake or lower. The courts would have a 
wide area of discretion in this respect, 
according to Monetary Affairs Secret- 

агу David  Nendick. 











against. the offending 
shareholding if the bene- 
4. ficial ownership remains 
“undisclosed. 

The freezing order 
means that the -holding 
| cannot subsequently Бе. 
disposed of and neither 

сап the holder exercise 

voting rights or collect 

cash dividends and other 

distributions. The gov- 
ernment is confident that 
this in itself will provide 
sufficient incentive Чо: 

disclosure. If not, the bill .- 
also. provides for fines 

and. prison sentences. 

which. range. up -to 


























‚ This, however, is expect- 
ed to occur only within 
the context of contested 
and “acrimonious” take- 
over battles when a 
company believes that 

* strategic stakes are being 

acquiréd without the 

general knowledge of the 
authorities and of share- 
holders at large. 
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HK$100,000 (US$12,820) 
and:two years respectively, according to 
the gravity of the offence. Again. the 







lation-in that the fines structure is at 
around: half the level which can be 
levied in Britain. But the Securities 
Commission is likely to review. this 
structure at some later stage. 
E y adopting the strategy of a freeze 
Ф? on transference and voting rights, 
the government is hoping to solve the 
pervasive problem of nominee share- 
holdings in Hongkong. It will not be 
necessary to discover the ultimate own- 
ership of a nominee holding before ac- 
stion can be taken. The freeze order can 
be applied at any stage once it is deemed 
there are “difficulties” in finding out 
about ownership of shares. | 
This is seen as important because of 
the. multi-layered nature of nominee 





Hongkong bill differs from British legis- | 


e not decided whether or 
| һе road of making such: 
ial, offence, punishable 






the 260 companies listed on the local 
stock exchange as part of the consulta- 
tion process. It will also go to profes- 
sional ‘associations representing banks 
and deposit-taking companies, lawyers, 
accountants, securities analysts, char- 
tered secretaries and administrators as 
well as to the Hongkong General 
Chamber of Commerce, the Hongkong 
Futures Exchange, the Hongkong Unit 
Trust Association and to manufacturing 
and commercial interests. Members of 
the public are also being invited to com- 
ment. К Ж 

“We have to look.at ourselves in the 















The new disclosure - 
provisions are expected . 
to make easier the task of 
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Yearbook. it gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies! 
Politics and Social Affairs, The only single 
medium of its kind. А fe 


Rate: Soft cover US$24.95. or HK$195. (or 
the "equivalent in local currency). Add: 
Yearbook cost. to your subscription rate shov 
above, and send the total, with the completed 
"coupon. i 


M em tm А ananas Hte н mmi 
Please enter my subscription for 

| Ci 3 months LJ 6 months Ch 1i 
C] Please include the Yearbook at extra. ^ 

| US$24.95/HK$195. For airmail delivery, 
please add: US$7/HK$55 
Paymentof 
(Please print in blocieletters) 
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ECONOMIC RELATIONS 


The copyright conflict 


Thai Government under US trade pressure 


By Paisal Sricharatchanya in Bangkok 


T increasingly awkward trade rela- 
tionship between Thailand and the 
US appears to be headed for confronta- 
tion ае of growing pressure from 
Washington for the protection of intel- 
lectual property rights, and two specific 
charges made in this connection in the 
US alleging unfair Thai trading prac- 
tices. 

Spicing up the issue is the domestic 
Thai reaction to official moves to amend 
the local copyright law in line with 
Washington’s wishes. This has pitched 
parties in the ruling coalition into open 
conflict and heightened anti-US senti- 
ment among a broad section of stu- 
dents, academics and the local media. 

Beneath the confused situation lie 
some potentially serious implications. 
Unless Bangkok yields to US pressure, 
its current export programme under the 
US generalised system of preferences 
(GSP) may be partially or totally cut off, 
and the possibility of additional and 
even more severe US trade sanctions 
has not been ruled out. 

Trade with the US has grown sub- 
stantially in recent years and the US has 
become Thailand’s largest overseas 
market, particularly for manufactured 

roducts. According to US statistics, 
ai exports rose 21.4% from 1985 to 
US$1.87 billion last year, resulting in 
the trade surplus in Thailand's favour 
rising from US$804 million to US$1 bil- 
lion. The portion accounted for by the 
GSP programme grew from US$224 
million to US$351 million over the same 
period, тренери a 56.7% increase 
or more than twice the growth rate of all 
Thai exports to the US. 

While the GSP's cost advantage may 
be small in absolute terms, it has proven 
to be of competitive significance to Thai 
exporters. The prospect of greater Thai 
access to US markets through use of the 
GSP is seen as good in view of the pro- 
gressive reduction in GSP benefits for 
such large exporters to the US as South 
Korea, ‚жы and Singapore as their 
markets have matured. 

The gist of the current controversy 
appeared simple at first. After nearly 
three years of negotiations with Wash- 
ington undertaken by the Thai Foreign 
Ministry plus a series of delays within 
the Thai bureaucracy, the cabinet de- 
cided on 12 May to amend parts of the 
1978 Copyright Act. 

The proposed amendments — sub- 
ject to approval by parliament — would 
in effect accord the US the same treat- 
ment as signatories of the Berne Con- 
vention, to which Thailand belongs. 
(The US is at present a member of the 





International Convention on Copy- 
rights, though after a long delay it is 
moving towards joining the Berne Con- 
vention.) 

US officials have maintained that 
Bangkok is bound by two bilateral 
treaties — the 1920 Treaty and Protocol 
between the US and Siam, and the 1966 
Treaty of Amity and Economic Rela- 
tions — as much as by moral considera- 
tions to protect American copyright. A 
recent US Embassy statement asserted: 
"The US has given full protection to 
Thai copyrights for over 60 years . . . 
Thailand has not yet passed the neces- 
sary legislation which would implement 
the commitment made under the terms 
of these treaties." 

Given the strong feeling for intellec- 
tual property protection now prevailing 
in Washington, Thai Foreign Ministry 

UZA 


negotiators clearly saw the necessity of 
cooperating with the Americans. As 
one analyst put it, the “big fish” in the 
region — countries known in the past 
for their blatant copyright violations 
such as Taiwan, Singapore and In- 
donesia — have all given in to US pres- 
sure and there was little chance of Thai- 
land escaping. 


à б 12 May cabinet decision covers 
US music, films and books. Whether 
the proposed amendment will affect 
computer software remains a subject of 
debate. The US-based Intellectual 
Property Alliance (IPA) has claimed 
that Thai copyright violations are cost- 
ing US$34 million annually, though this 
estimate cannot be verified. 

In the emotion-charged public de- 


bate that ensued, the Foreign Ministry 
ended up being the sole defender of the 
Cabinet decision. Foreign Minister Sid- 
dhi Savetsila was criticised — albeit un- 
fairly — by sections of the vernacular 
press for selling Thailand out to the 
Americans. 

As head of the Social Action Party 
(SAP), one of the coalition partners, 
Siddhi was said to be particularly dis- 
turbed by the opposing stand publicly 
voiced by leaders of the Democrat 
Party, another key hegapree party. 
He was quoted as telling a recent SAP 
meeting that politics has muddied the 
whole issue: “When [the proposed 
amendment] was discussed in the 
cabinet, none of the ministers from vari- 
ous parties raised any objection." 

The abundant display of nationalis- 
tic feelings aside, Democrat MPs and 
those in the opposition camp share 
a similar stand: that the ministry — 
or specifically the SAP under Siddhi — 
should have consulted parliament be- 
fore initiating the changes, rather than 
forcing the issue on parliament now. It 
is likely that deliberations on the 
amendment will be postponed from the 
current parliamentary session to the 
имале next session in September. 

Amid the persistent opposi- 
tion from various groups, the 
Thai Ambassador to Washing- 
ton, Arsa Sarasin, was sum- 
moned back to Bangkok on 31 
May to try to turn the public 
mood around. In a cable sent 
before his return, the ambas- 
sador warned that unless good 
progress on copyright is made 
by January 1988, when the US 
Trade Representative has to 
submit the annual GSP review 
recommendation, Thailand’s 
GSP status “will probably be 
suspended altogether.” 

On cd one GSP petition 
against Thailand on patents, 
reportedly filed by the US- 
based Pharmaceuticals Manu- 
facturers Association (PMA) at 
the end of May, the Thai Em- 
bassy expected another on 
copyright by the IPA. The PMA has 
claimed that the lack of patent protec- 
tion here is costing its members US$40 
million annually. 

The potential damage does not stop 
at the GSP suspension, warned Arsa in 
his cable. “A more serious threat to 
Thai interests in the longer term is the 
use of Section 301 of the US Trade Law, 
which gives the US president discretion * 
to retaliate against foreign unfair trade 
practices . . . [Other] senate and House 
bills reduce the president's discretion 
and increase the likelihood of initiation 
of action and retaliation . . . If the 
worst-case scenerio, [key] Thai exports 
such as textiles and tuna may be cut 
back . . . A tainted image [would make] 
it more difficult for Thailand to argue 
that it is a fair and reasonable trader." 8 


STANDARD CHARTERED 
OFFSHORE MONEY 
MARKET FUND. 


WE TREAT EVERY 
INVESTMENT LIKE A 
MILLION DOLLARS. m 


Standard Chartered. One of Britain's largest I— sd 


independent international banks. A world leader in 
international money management and currency dealings, 
with multi-currency deposits in excess of £28 billion. 
And with over 2,000 branches in more than 60 countries. 
In fact all the credentials you're looking for If you're 
planning to invest in the offshore money market. Choose 
between ten Standard Chartered funds. All offer the 
security of a Jersey based bank, and the advantages 
of significantly higher interest rates avaliable to the 
company on the interbank markets, normally only 
available to Investors placing sums equivalent to US$ 1 
million or more. 3 UN 
And yet the minimum deposit is only £1,000. к= = 
CURRENCY FUNDS * EIE 
These funds are for those who prefer to manage д H 
their own portfolio of currencies. There’s a choice of 8 
- Sterling, US$, Сап$, Aus$, Deutschemarks, Swiss 
Francs, ECU and Yen with no initial charges. Switching 
currencies when you think the moment is right 
couldn't be easier, and there's the flexibility to realise 
your holdings when you want to at short notice — just 
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two days. - 
MANAGED FUNDS SIME 
You can put the vast experience and expertise of — = == 
Standard Chartered Managers to work on your = il - 
account by investing іп the Managed Funds. The aim is to z - 
maximise growth by balancing interest rates with rates = Т Е 


of exchange апа with the help of 20 dealing rooms | t 

around the world, providing up to the minute market —— — TIE 

information round the clock, Standard Chartered == Ит) 

is particularly well placed to meet that aim. Management = | 

charges and fees are low and you can realise your Ail 
= ILI 


holdings with just two days notice and choose the 
Dollar or Sterling fund depending on how you 
measure your wealth. 

Investors will appreciate that the price of the shares as 
well as the income from them may go down as well as up. 

To find out more, just call Allan Wong on 
5-243037/5 8444283 or simply fill in the coupon below 
and we'll send you a Fund Prospectus. To: Mr Allan Wong. 
Standard Chartered Bank (C.I) Ltd., 9/F Gloucester 
Tower,12RThe Landmark, Central, Hong Kong. 


Standard £ Chartered | 
Britain's fifth largest bank... and growing | 
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| ы: у send me a copy of the Fund's Prospectus and Applicaton form. Audited accounts are available on request 
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POLICIES 


Efficiency on the line 


Indonesia's customs service lobbies to get its job back 


By Vaudine England in Jakarta 


W ith less than a year to run on its 
initial contract with the Indone- 
sian Government, Société Générale de 
Surveillance (SGS), the Swiss firm 
handling the customs inspection of In- 
donesia's imports, is coming under at- 
tack again. Although import clearance 
through SGS has dramatically increased 
the speed and efficiency of goods move- 
ment since the company took over the 
job in mid-1985, jockeying for position 
in à customs system without SGS has al- 
ready begun. 

There has been no official statement 
about the tenure of SGS in Indonesia — 
its current contract expires next Junc. 


Neither is there any indication that trad- 


ers want a change from the Swiss-style 
efficiency of SGS. The company's task 
is to inspect all Indonesian import ship- 
ments valued at more than US$5,000 at 
their port of origin and to issue a clean 
report of findings for each shipment. 
This is to include an accurate descrip- 
tion of the goods, their value and the 
duty payable. Only when payment of 
duties and taxes is confirmed, via banks, 
are the goods released to the importer in 
Indonesia. SGS has been able to handle 
this classification task much more 
speedily, and efficiently, than the In- 
onesian customs service. 

"The government's [import] tax in- 
come is more than 100% higher than it 
was in 1984, even though the import bill 
is declining," pointed out a representa- 
tive of the Indonesian Importers' As- 
sociation (Ginsi). Projected import 
duty revenue in the current financial 
year (ending 31 March 1988) is Rps 
661.7 billion (US$402 million), with 
another Rps 1.075 trillion coming from 
excise charges. 

Clearly the sense of importance of 
the 1,300-strong government customs 
staff — 650 of whom were sent on leave 
of absence when SGS was hired — is 
threatened the longer SGS is in place. 
But more important is the need for In- 
donesian customs officials to have a 
pragmatic and efficient way of clearing 

oods, and to have the necessary train- 
ing and support to operate such a sys- 
tem. That they have a long way to go 
was pointed out by à roine importer: 
“The SGS people are 100% better than 
customs,” he confided. 

The Customs and Excise staff have 
been working on ways to improve their 
performance and various teams of ad- 
visers have been used, including a group 
seconded from the Harvard: Interna- 
tional Development Group. 

A statement on 20 May set out 
changes that the customs department is 


hoping to see implemented. “We are 
willing to assist SGS,” said Customs and 
Excise duty director-general Hardjono. 
He described a fast-release system for 
goods which would “supplement” the 
current SGS system. At present, under 
the terms of Presidential Instruction 
(Inpres) No 4/1985, under which SGS 
was authorised to act on behalf of In- 
donesia, the customs staff is only per- 
mitted to inspect goods worth less than 
US$5,000. 

The fast-release system would in- 
volve two new steps: pre- and post- 
clearance control. Under pre-clearance 
control, коро would be inspected on 
a random basis, with no. checking of 
prices and tariffs. Post-clearance con- 
trol would involve thorough checking of 





foreign customs specialist. The result is 
that the customs system has involved up 
to 30 signatures and forms before goods 
can be collected. Each signature is re- 

uired from a different official in a dif- 
erent office, each of whom will charge 
anything from Rps 5-50,000 or more. 
The physical inspection of goods can 
cost Rps 500,000 if the goods are valu- 
able (or illegally imported). Regular im- 
porters employ agents whose sole job is 
to cement relationships with key cus- 
toms officials with wads of rupiah in- 
serted into files, transferred to desks or 
pockets. 

SGS has not been informed of any 
plans to change the way the customs sys- 
tem now operates, and many importers 
feel Hardjono's statement was more of 
a kite-flying exercise than a statement of 
official policy. 

Two foreign analysts of Indonesia's 
economy agreed that the customs de- 
partment's move is "premature." A 
range of importers contacted com- 
mented that the details of any system 
were less important than the people 
who administered them and that they 
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prices and tariffs, “carried out by import 
specialists," explained Hardjono. 

He said deregulation measures 
would facilitate a smoother flow of 
goods and the documents required 
would be simplified. Clearance docu- 
ments could be filed before imports are 
scheduled to arrive, goods could be re- 
leased before payments and payment of 
import duties could be done for a vari- 
ety of shipments at once instead of one 
by one. But Hardjono added that “these 
facilities will be granted only on a selec- 
tive basis" to long-standing importers 
with a good record of payments, intro- 
ducing a dangerous element of discre- 
tion. 

One of the deep-seated problems 
with the Indonesian customs system has 
been bribery, which is endemic, exces- 
sive and inevitable. “Paper is like a 
security blanket for them,” said a 


would like to see an all-new customs 
staff as well. Customs representatives 
were unavailable for comment. 

However, sources close to the gov- 
ernment maintain that a gradual phas- 
ing out of SGS from at least some of its 
operation is inevitable. 


M eanwhile, complaints from Ginsi 
continue to focus on what they call 
the monopolistic power of SGS. Their 
most recent call was for other surveying 
companies to be used in addition to 
SGS, possibly alloting continents to dif- 
ferent firms. “The SGS people are good, 
but they have too much work,” said one 
Ginsi representative. e 

In addition, they would like to see 
more inputs into the pricing process. 
SGS has the final ruling on the valuation 
of goods and the duty to be applied, and 
they do not always reveal the source 
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of their data, which upsets the im- 
porters. ‘ 
* However, if an Indonesian importer is 
surprised by a poem duty payable on 
received, after he has signed a let- 
ter of credit and authorised the pur- 
chase, there is nothing either GS 
or the importer can do to change the 
deal. 


Discussion between Ginsi and SGS 


| has focused on the lack of an appeals 


dure against SGS decisions, but 
the SGS representative in Jakarta, 
Daniel Gauchat, points out that regular 


| Inflation fears return 


T» latest rise in the yen-dollar ex- 
change rate to about ¥240:US$1 in 
mid-May may have dealt a fresh blow to 
business confidence in Japan, causing 
yet another postponement of the econ- 
omy's long-awaited recovery, officials 
at the Economic Planning Agency 
(EPA) believe. Worries are also grow- 
ing about the possible inflationary im- 
pact of a sharp increase in money sup- 
ply caused partly by the Bank of Ja- 

n's (BoJ, the central bank) heavy 


| intervention. in the fareigh-eschange 
e 


market in an attempt to prop up t 
dollar. 

The bank's US-dollar purchasing 
Co pea is thought to have been 
argely responsible for the 9.8% year- 
on-vear increase in M2 plus certificates 
of deposit recorded in April, the high- 
est growth since the period immediate- 
ly preceding the first (1973) oil 
shock. 

Inclusion in the money-supply fig- 
ures of funds deposited in medium-term 

overnment bond investment funds 
(chuki kokusai funds) could make the 
figures look even more inflated, accord- 
ing to EPA officials. Chuki kokusai 
funds are not included in the M2 figures 
even though the funds are almost as li- 
quid as bank deposits. 

Rapid growth of money supply is not 
expected to lead to an immediate 
across-the-board rise in consumer 
prices, which are still showing the nega- 
tive effects of the yen’s revaluation on 
Japan’s import costs. But officials 
suggest that the downward trend in both 
wholesale and retail prices which 
reached a peak early this year 
may now nearly have worked itself 
out. 

А 0.3% year-to-year rise in the April 
cost-of-living index is attributed partly 
to thé impact of unusual weather condi- 
tions on food prices, but further modest 
increases in living costs are likely. One 
effect of this could be to start undermin- 
ing the level of real wages — a major 
factor behind the healthy trend in 












consultations take pe SGS staff are 
delegated to deal solely with com- 
plaints and goods classifications are 
clarified. 

“I can understand they feel we are 
all-powerful,” said Gauchat. “But they 
can come to us. Sometimes we did not 
have full information. Other times, we 
have to insist on our [original] agree- 
ments.” He insisted that there had 
been no more than 20 cases of wrong 
classification of goods in the past two 
years. 

Whatever changes are made to cus- 





private consumption 
which provided the 
main source of econo- 
mic growth late last 
year and in the first 
quarter of this year. 
EPA officials be- 
lieve that private con- 
sumption contributed 
virtually the whole of 
the 0.7-0.8% real 
growth in gross na- 
tional product esti- 
mated for the first three 
months of this year, 
with other major de- 
mand factors (includin 
the external о) 
either recording negative or zero 
growth. So far, consumption levels have 
stood up well in the face of a decline in 
employment and a series of unprece- 
dentedly low wage awards to industry. 
But private consumption levels could 
suffer either from a further rise in un- 
employment, which now stands at 3%, 
or from a decline in the level of sum- 
mer bonus payments to industrial work- 


A firmer wholesale price trend, com- 
bined with the positive effects of inven- 
tory adjustment on overheads, bodes 
weil for a recovery of corporate profits 
from the sharp falls which occurred in 
the 1986 business year, when the high 
i cut drastically into export earnings. 

owever, EPA officials question whe- 
ther the relatively bright profit outlook 
revealed by business surveys conducted 
in February and March will have sur- 
vived the further rise in the yen ex- 
change rate which occurred in April. 
The next relevant government survey — 
the BoJ's twice-yearly review of busi- 
ness conditions — is due for publication 
in mid-June, 

The impact of the latest exchange- 
rate rise on planned investment by the 
manufacturing sector is another point of 
concern. A survey conducted by the 
EPA in early March pointed to a 2% 


_————-+— 


HOW PRICES 
HAVE MOVED 





toms res, it is likely that new 
legislation will be required. Most recent 
changes have been made by КЕ 
decrees to adapt old laws left over from 
the Dutch colonial era. A new customs 
law is required to provide a solid legisla- 
tive base for the department's work. 
This is now in the drafting process, with 
a re-evaluation of relevant penalties in- 
cluded. 

The SGS contract with the govern- 
ment was described as interim when it 
began. The only question now is, how 
interim? 





rise in manufacturing investment in the 
April-June quarter compared to the 
previous quarter's level 
and a 1.5% rise in the 
July-September period, 
reversing a sharp 8.8% 
fall PER the final 

uarter of last year. 

orries about the im- 
pact of exchange-rate 
appreciation on export 
profitability could, how- 
ever, force a down- 
ward revision of cur- 
rent investment plans. 
This could be serious 
for the economy as a 
whole since private in- 
vestment is a major po- 
tential force for re- 
REVIEWTABLE by Ricky hua. COVETY. 

Official anxiety about the latest dam- 
age to business confidence caused by 
the high yen seems to have been inten- 
sified by continuing worries about the 
foreign-trade р which hit a new 
peak of US$23.6 billion in the January- 
March quarter despite falling export 
volume and a rise in imports. 

The EPA claims that the surplus 
should start falling in the second half of 
this year as the “reverse J curve” factor 
starts to affect dollar-denominated as 
well as yen-denominated export earn- 
ings. Fears persist, however, that the 
yen could be forced up higher before the 
corner is turned on the external pay- 
ments problem. 

To head off further exchange-rate 
rises and to counteract the impact of the 
April-May surge in the exchange rate, 
the government announced a X6 trillion 
(US$42.6 billion) reflation package in 
the last week of May — allegedly th¢ | 
most ambitious measure of its kind so 
far taken by a major industrial coun- 
try 


The package concentrates heavily on 
increasing expenditure on public yorks, 
an area where some analysts feel that 
benefits to the economy as a whole may 
be fairly limited. It also provides for ¥1 
trillion in personal income tax reduc- 
tions. Charles Smith 



































































| € ALTHOUGH not yet at the stage of 
||. scanning the southern skies for strange 
lights, Shroff, along with many other 
students of the Australian stockmarket, 
j| 48 anxiously looking for signs of the 
great correction. One traditional omen 
со a fall did come at the end of last 
топ — the Daily Mirror, Rupert 
.|.Murdoch's racy afternoon tabloid in 
|. Sydney, rana poster screaming “How to 
| play the stockmarket” — but somehow 
«|. share prices picked themselves up. 
< Most players agree the bull run is 
well-matured: Bankers Trust Austra- 
lias Olev Rahn recently pointed out 
<i that the market had risen:some 245% 
“since 1983, compared with only 110% 
over the 1967-70 boom and 170% in the 
1977-80: boom. But few see it turning 
bad just yet. Rahn for one saw a 
“speculative blow-off stage which may 
well last. for some time and be heavily 
supported by overseas investors.” 
. So far, anew keg always seems to ar- 
rive just as the party is flagging. When 
the industrials started to wilt last year, 
gold miners and then media stocks gal- 
vanised the markets. Gold led a general 
stirring in the resources sector. Now 
that has begun to drift, a new tax regime 
starting on 1 July should bring renewed 
` interestin equities. 
From-next month, shareholders will 
bé able to: “impute” against income 
from other.sources the 49% corporate 
tax paid by companies before sending 
+ ош dividends. For those investors on 
¿ciothe top marginal tax scale, which will 

salso be 49% above . A$35,000 
‘4; (U8$24,850) a year, imputation doubles 
| the return from shares. Even those on 
lower tax scales will be encouraged to 
source a portion of their income from 
equities. 

Under Treasurer Paul Keating’s 
legislation, however, imputation will 
apply only to those distributed profits 
on which corporate tax has been paid, 
which will be known as "franked" di- 
<| vidends.. This is tending to reverse the 

' way analysts look at companies... The 
:|; more staid companies which paid a lot 
1 of tax and were previously regarded as 
| тир and fair рате by the sharper 
young business-school graduates, are 
I: suddenly in fashion as merchant banks 
“setup “imputation” trusts. 
Hce- FOR the business sector itself; the 
benefits of ‘Keating’s tax package are 
_|orather mixed. Continued interest in the 
























г | oper 





"world would domicile in 





billion in the March quarter, and proba- 

bly even more in the current quarter. 
But it does require corporate tax to 

be paid, and a large part of imputation 


benefits for shareholders will be met by. 
a rise in the company tax rate from 46% 


to 49% on 1 July. In addition, under a 
new foreign tax credit system, com- 

anies will have to pay 49% on profits 

rom foreign activities — less tax paid in 
the country of operation. Capital-gains 
tax and tax on fringe benefits paid to 
employees, both set atthe full corporate 
rate, are already in force. 

Australia has thus moved against the 
trend in many industrial countries to- 
wards. lower corporate tax rates. Bri- 
tain, for example, has brought its rate 
down from 52% to 35% over the past 
five years. Not only that, Keating has 
removed much of the incentive for Aus- 
tralian enterprises to expand their oper- 
ations overseas, which, after all, is part 
of his plan for turning around the coun- 
try's balance of payments. Nor does im- 
putation benefit foreign residents who 
own Australian stocks, and whose di- 
rect investment is sought as an alterna- 
tive to borrowing. 

Elders [XL chairman John Elliott 
has even suggested this hardening tax 
regime could force com- 
panies such as his own to 
transfer their headquarters 
out of Australia, to Britain 
or Switzerland. “With the 
new taxes that are coming in, 
it’s going to be very hard to 
justify why a major interna- 
tional company with share- 
holders in all parts of the 


Australia,” Elliott said in a 
recent newspaper interview. 
"It's an issue we have to ad- 
dress and it's under review 
right now." 

@ ONE way around this 











be aware that staple stocks are unde 
study. He can hardly be happy at tł 
prospect of revenue being thus kept. oi 
of his net, but keeping foreign investoi 
happy is also one of his concerns.» 
@ WHETHER to shift its base 
necessarily the most pressing 
for Elders. It is getting confli 
vice about the wisdom of its pl; 
float of the 5,000 British pubs acquire 
in its Courage brewery takeover la 
year. It also continues to sit in un 
stalement with Robert “Hi 
Court's Bell Resources in the 8 
ister of Australia's largest co 
the Broken Hill Proprietary Со. (В 
— bound by their “gentleman’s agr 
ment” not to move far beyond their | 
sent holdings (Elders 18.4% and B 
29%) without the consent of the | 
and the BHP board. ү! 
Both claim to have the credit li 
ready for a full bid (Elders A$12 billi 
Bell A$10 billion). Holmes à Cou 
taken the more active interest in BH 
management, but for the time bei 
more engrossed in the share. pla 
around the. troubled US oil 
Texaco Inc. (in which he has built up 
6.4% stake for a US$541 million. 
lay), Standard Chartered Bank and Br 
tish merchant bank Hill 
Samuel. et 
Melbourne sources sa 
Elliott’s lieutenants in 
ders — to whom. he may 
hand the reins if his polit 
ambitions within the ¢ 
tion, Liberal Party adv: 
. — are not very interested 
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tablishment that keeps | 





conundrum would be to pro- ~ 
vide investors with different share in- 
struments according to their tax posi- 


.tion. So-called staple stocks — which 


would confer voting rights in the Aus- 
tralian company on one side, and rights 
to dividends from a foreign subsidiary 
on the other — might be one device. 
Australian-based shareholders would 
get franked dividends from local opera- 
tions, while foreign investors might get 
their dividends from the overseas vehicle. 

One obvious candidate would be the 
ANZ Bank, with perhaps 45% of its 
shares owned by British, New Zealand 
and other investors who are obviously 
not in line for imputation benefits. Paci- 
fic Dunlop, with its listings overseas arid 








Asia and North America, | 


her. Keating is known to: 









from selling out. The rapi 

growing acceptability of Hol 
Court to BHP may provide his ex: 
€ IN Japan, where Elders will lis 
few months, Elliott has been no les: 
cessful in making an "establishment" 
connection. With the acquisition in 19; 
of the Southeast Asian developmen 
bank Pica, Elders also gained th 
vices of Makoto Yasuda, a scion О 
old zaibatsu family of that name: 
Having reshaped Elders Pica into th 
Asian merchant banking arm of Elder 
Finance, Yasuda has returned to To 
where he will plot strategic moves 
Elders in Northeast Asia. A 50-50 joi 
venture, called Elders and Yasuda, ha 
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By Nick Seaward in Kuala Lumpur 
jalaysia’s Capital Issues Commit- 
tee (CIC) has issued an expanded 
id comprehensively amended version 
its guidelines on new issues of securi- 
nd the valuation of public limited 
panies. The guidelines place new 
ynsibilities on merchant banks and 
pany directors and — for the first 
— give a firm indication of the 
earnings (p/e) ratios at which dif- 
nt types of companies will be per- 
tte ffer their shares to the public. 
‘The new guidelines were released by 
he Ministry of Finance last month, only 
ew weeks after the code on takeovers 
d mergers was published and en- 
rced (REVIEW, 14 May). Together, 
e revised CIC guidelines and the take- 
wer code represent a major effort by 
he Malaysian regulatory authorities to 
pe out the abuses and excesses of the 
Malaysian stockbroking scene, while at 
> same time providing a stable atmo- 
here for corporate activity. 
While- minority shareholders аге 
protected from directors taking de- 
ins which are in conflict with the in- 
sts of their companies — clause 7 (xi) 
_requires continual disclosure of 
onflict of interest by directors, for 
stance — the guidelines contain some 
s of comfort for company directors 
as well. Most important of these is the 
sion by the CIC to allow new share 
s at prospective p/e ratios of up to 


^ This is a significant concession by the 
CIC as its former policy was to restrict 
new share issue prices to prospective p/e 

atios of between 3.5 and 8, depending 
on unspecified criteria. Critics of the 
previous system had complained that an 
:1 ceiling was unrealistic in an environ- 
here the average blue-chip p/e 


isting rules tightened - 


Маіауѕіа favours financial-services sector 





was in the 20-30 range. This was cer- 


tainly a view shared by the stags, who 
y 


have made money out of virtually every 
new issue in recent Malaysian corporate 
history. - 

Although the new higher ceiling only 
applies to commercial and merchant 
banks, the guidelines also allocate p/e 
ratios in a narrow range at the higher 
end of the scale to companies in certain 
sectors of the economy. In the case of 
the tourism industry (including hotels), 
plantations and finance sectors, this 
means that companies aspiring to being 
listed can now be certain that they will 
be allowed p/e ratios of at least 4:1, 
4.5:1 and 5:1 respectively, up to a maxi- 
mum of 6:1. Conversely, companies in- 
volved in trading or services, have been 
allocated maximums of only 4:1 and 5:1. 

As if that were not enough to dis- 
courage property companies from seek- 
ing a listing, the CIC has drawn up a list 
of priority sectors, companies from 
which will jump to the head of the 
queue. The list of the favoured ones — 
which is not in any order of priority — is 
manufacturing, agriculture, tourism, 
contracting and construction, and fi- 
nance. 


he decision to favour the financial 
Ж services sector could not have соте 
at'a more opportune time for at least 
three banks which are believed to 
have applied for a listing. Bank of 
Commerce, Southern Bank ^ and 
Malayan United Bank were reported 
some months ago as having submitted 
proposals to the CIC and it is some- 
thing of a mystery as to why their pros- 
pectuses have not yet appeared to cash 
in on the current buoyant state of the 
stockmarket. The concession on the p/e 








«Although they now | : 
tive of a higher p/e, companies will find: 
the road to public ownership considera- 
bly steeper than did their forerunners. 
The CIC has laid down some general 
policies which not.only threaten action 
against "companies whose profits de- 
viate from their forécasts by more than 
1096" but also force companies that 
have changed their main line of business 
to request the suspension of trading in 
their shares and to apply for re-listing as 
if they were a company applying to the 
Kuala Lumpur Stock Exchange for the - 
first time. Е 

If this last measure had been іт- 
posed 10 years ago, most of the sound, 
manufacturing-based companies which 
ventured into property during the boom 
years would be in considerably better 
shape than they are today. Other new 
guidelines which should protect the in~- 
terests of minority shareholders in the > 
future state that: | ~ | | 
» All proposals to the CIC must now 
reveal the beneficial ownership of 
shares held by nominees. 
» Companies secking a listing must be 
sponsored by a merchant bank, which 
must provide ап Opinion as to whether 
the company has made sufficient provi- | 
sion for diminution in the value of any of © 
its assets and whether there have been 
“material movements” in the сой” 
pany’s stocks. 
» Full disclosure of any litigation which 
may affect the company’s income from 
or pcc of any of its properties. 
» In the case of a rights issue to be 
raised to pay off borrowings, the exact 
nature of these borrowings must be re- 
vealed, including identities of lenders, 
interest rates and terms of repayment. 

In general, the criteria for allowing 
companies to make rights or bonus is- 
sues have been narrowed considerably. 
Companies will have to demonstrate a 
genuine need to raise more equity funds 
and that these may not be used to fi- 
nance diversification into other lines 
of business which have not been 
sanctioned by the CIC. п 
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| ECONOMIC RELATIONS 


By Charles Smith in Tokyo 
Te ¥6 trillion (US$41.7 billion) re- 
і flationary package which Japan un- 
.veiled during the last week of May 
“| should make it easier for Prime Minister 
¿| Yasuhiro Nakasone to face his fellow 
, heads of state at the Venice summit, 
|. starting 8 June, and may even provide a 
| welcome short-term boost to.the econ- 
: omy. What the much-trumpeted pack- 
| age does not mean is that the govern- 
“| ment has finally got to grips with the 
problem of reconciling its longer-term 
economic ‘strategy with the budget- 
balancing obsessions of the Ministry of 
Finance(MoF).. ` 
Money for the package will come al- 
most entirely from a couple of major 
1 windfalls which have come the minis- 
try's way in recent months, making it re- 
latively painless for the normally tight- 
fisted MoF to agree to apparently major 
«increases in government spending. Un- 
fortunately the ministry may not be 
nearly as willing to agree to big spending 
increases in the 1988 budget, the outline 
of which will be settled in July or August 
· when government departments submit 
preliminary requests for funds: | 





ages which Japan has unveiled in the 


cludes a provision for tax cuts as well as 
plans for spending by the government 
and by semi-government agencies. 
|». The ¥1 trillion cut in "income and 
| other" taxes promised for the second 





break since 1984 and is being decoupled 





Unlike most of the reflationary pack- ` 


© past few years, the May package in- 


half of this year will be the biggest tax- 


Sharing the windfall 


Japan moves to appease its trading partners 


from an earlier plan to cut income and 
corporate tax simultaneously with the 
introduction of new indirect taxes. But 
the seeming generosity of the ministry's 
tax cut has to be set beside an estimated 
¥1 trillion worth of excess tax revenue 
from the 1986 fiscal year, when high 
land values and stockmarket prices in- 
flated the income earned from inheri- 
tance tax and stockmarket transac- 
tions: The ministry appears to have be- 
come aware of the size of the 1986 tax 


“overpayments while negotiations on the 


reflation package were in mid-stream 
but to have kept its knowledge to itself 
until after the final cabinet decisions 
had been taken on the programme. By 
doing so it was able to appear more 
forthcoming than was the case in discus- 
sions with other ministries, and perhaps 
to avoid pressures for an increase in the 


size of the tax cut. 


"he non-tax portion of the May refla- 
tion package ‘consists of slightly more 
than ¥5 trillion worth of public works 
expenditure programmes divided Be- 
tween the central government (which is 
responsible for ¥ 1.54 trillion worth of 
spending) and local governments and 
semi-government ^ agencies. ^ Private 
analysts appear to rate the package 
highly, pointing out.that only a small 
portion of total planned expenditure 
corfesponds to current disaster relief 


programmes that would have had to be 


undertaken anyway. UT 
А promise by the government to en- 




















































»rfiongy is actua 
yrent fiscal year, in 

stead of being allocated in the form of 
contracts which might not actually. be 
implemented until 1988, also appears t 
have been well received. But private- 
sector analysts might have been still 
more impressed if government deci 
sions on spending had been matched b 


try seems to be planning to fur 
ally the entire programme with mc 
earned from the sale to the publi 
shares in. NTT, the recently pri 
state telecommiinications gro: 
The flotation of construction bon. 
or of special "deficit covering" bonds 
finance central government reflati 
programmes seems likely to be ke 
minimum, if only because addition 
bond issues might force the ministry t 
admit that the government's publis| 
ed target of balancing the -budge 
(eliminating dependence on deficit-cov 
ering bonds) by fiscal year 1990 has lon, 
since ceased to be attainable. ues 
The ministry's success in dodging 
financing issue during the debate 
the May package is in line with its suc 
cess in fading udgetary issues іп bo 
1985 and 1986 when additional lendin 
by the government's Fiscal Investmen 
and Loan Programme was used to co 
pensate for cuts in the main budget. Bu 
the: ministry's critics claim that the mo 
ment of truth may not be far off. 
The government is expected to hav 
to decide in July whether to maintai 
the system of "negative ceilings" on cap- 
ital expenditure under which individu 
ministries are required to submit re 
quests to the ministry for the coming fis. 
cal year that are at least 5% below ac 
tual current expenditure levels. 
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By Paul Ensor in Seoul 


| month after the South Korean 
Government announced its plan to 
put aside US$2.6 billion of its growing 
current-account surplus to finance im- 
rts: from countries with which it has 
arge surpluses, officials here said the 
oney was already being utilised. The 
government hopes that the measure will 
cut the country's surplus with the US by 
.US$1 billion this year, though local and 
foreign businessmen seem less optimis- 
tic. 
According to the initial plan, 
US$2.144 billion will be loaned to the 
private sector. Of this amount, US$250 
million formerly used to purchase parts 
and raw materials from Japan, will be 
diversified into other markets. As poli- 
tical pressure in Washington regarding 
trade deficits with Japan has spread to 
her major Asian trading partners, 
coul has been at pains to show its good- 
Will to the US, which purchased 40% of 
its exports last year. Although this is not 
stated, the gears is clearly aimed at in- 
‘creasing US imports. 
"A US Embassy official called the 
plan “a very worthwhile gesture," add- 
ing that a number of items on the tenta- 
tive list of purchases had never been im- 
ported before. These included a super- 
computer worth an estimated US$15 
million for use by government agencies 
and the planned purchase of US car 
parts. 
Other items, such as helicopters, 
have only been purchased rarely. 
Thomas Brown, president of the Ame- 
Tican Chamber of Commerce in Seoul, 
. said he was “pleased with the steps be- 
cause they give US businesses new op- 
portunities," but added that "they do 
ot address outstanding issues sur- 
‘rounding market liberalisation.” 
The list of imports to be financed i 
vague. A US Embassy official professed 
to be 


'US$719 million worth o heat, corn, 
soybeans and cotton would be financed 


expected purchases in these four areas 
to exceed US$1 billion this year, due to 
price changes which have made US 
goods in these areas the cheapest in the 
world. 

: According to the arrangement, the 
г Bank of Korea will set aside the import 
- funds from the current-account surplus 
and local companies can file applica- 
tions for loans through their industry a 
sociations. The entire programme is 
monitored by the Ministry of Trade and 
Industry (MTI). 





tomotive department, says the loan ap- 








ystified by the горн that only | 
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by the new plan. He said he would have | 


Han Duck Soo, who héads MTI’s au- | 


Seoul shops around 


South Korea aims to boost US purchases 


provals are at present virtually automa- 
tic, reflecting a desire to step up im- 
ports, and that about US$100 million 
has been loaned so far. In the car sec- 
tion, US$20 million has been loaned for 
the purchase of testing equipment by 
Hyundai Motor Co. 

Han, however, sees few dramatic im- 
provements occurring in the trade-im- 
balance picture in the near future, 
pointing out that many delivery 
bottlenecks for imports of US capital 
equipment will prevent this happening. 
For example, he says delivery of US 
equipment can take up to a year, com- 
pared to an average of four months for 
Japanese machinery. 

Credit, especially that for foreign ex- 
change, has been tight since the latter 
part of last year and local businessmen 


| are unable to separate this problem 














from the new plan. “It is a matter of 
turning money off and then turning it 
on,” says the financial director of one of 
the top-tier chaebol (major business 
рой). “Now they are turning it on, 
packaged with internal guidance to buy 
from the US.” 

Executives at the Hyundai, Samsung 
and Lucky groups all emphasised that 
currency changes were playing the most 
important part in their buying decisions, 
and said the government’s current 
squeeze on investment-related borrow- 
ings is acting as a counterweight to the 
offer of trade finance. 

Since late 1986, foreign borrowing 
has been tightly controlled as part of a 
campaign to cut external debts 
(REVIEW, 9 Apr.), and more recent di- 
rectives call on major groups to pay 
back 10% of all outstanding debts 
(REVIEW, 4 June). Executives say ac- 
cess to trade loans for Japanese equip- 
ment is still available, theoretically on 
the same terms as offered for US im- 
ports, but the new initiative has in- 
creased the US-related share’s relative 
size. ü 





































| the holiday-shortened period at 


| ed by a one-day profit-taking spree 
зоп 28 May that brought the index 
|; down more than 59 points. Average 
| daily transactions amounted to a 
Yo ay NT$8.37 billion (US$266.6 mil- 
ion). 
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-HONGKONG: The market remained 














billion (US$529.2 million). 





market set new records, and volume 
recovered. Most sectors moved up, 
and domestic demand. was the 


i. high of 24,992.78 points, having risen 

“above the 25,000-point level at one 
Stage. Volume averaged a healthy 1.18 
billion shares a day. 


AUSTRALIA: The market's slide was 
partly arrested mid-way by renewed in- 
terest in key industrial and property 
~ stocks. However, it was not enough to 


dinaries Index to 1,776.2, dragged 
down by ailing mining and gold stock 
A total of 540 million shares were 
traded during the period, worth 
A$1.04 billion (US$742.9 million). 








NEW ZEALAND: The market at first 


continued its downward trend, but re- 


period. The lift was helped by easing 
‘interest rates and by a poll showing the 
overnment on track to re-election. 
ealthy corporate profits also helped 
sentiment. Volume for the period was 
26.08 million shares, worth NZ$43.76 
million (US$25.1 million). 














dampening effect on the market due to 
the record-breaking flotation of Sem- 
bawang Maritime, which attracted 


jemand throughout, however. Fraser's 
Industrial Index closed 241.74 points 
upon the period at 7,174,3 and average 
„daily volume fell to 52.7.million shares. 


Mining backers fly high 
| THE Philippines led gainers in Asia in the period to 1 June, buoyed by sharpened activity in oil and mining 


‘stocks. Singapore and Malaysia followed with healthy increases. Strike-affected Bombay was a major loser. 


ТАРЕ: The market index fell 27.52 f 
“points on volatile trading, ending | 










1,878.61. The period was mark- | 















bullish in a holiday-shortened period | 
with the Hang Seng Index maintaining | 
levels above the 2,900 mark. Brokers | 
are hopeful that the index will break | 
the 3,000-point level. The index closed | 
the period on a slightly easier note at | 
2,919.7, down 6.4 points on turnover of | 
958.94 million shares, worth HK$4.13 | 











TOKYO: Breaking a bearish spell, the ЕЕ 


strongest theme. The Nikkei Stock jy, 
Average closed the period at a record |, 





‘stop a 26-point fall in the All-Or- F 


covered later in a holiday-shortened | 





SINGAPORE: Brokers detected a} 





S$$6.8illion (US$3.2 billion) in sub- | 
‘scriptions. Penny stocks. were in de- | 






























KUALA LUMPUR: Property and fi- 
nancial counters put on rapid gains. 
Trading was relatively slow in the run- 
up to the Hari Raya holiday but re- 
bounded after the weekend. Fraser's 
Industrial Index closed 141.67 points 
up on the period at 4,560.16. Turnover - 
was about 30% down on the previous | 
period and the value of trades was off |: 
some 20%. 


BANGKOK: The market extended its 
bd despite heavy sag anus in 
mid-period. The Book Club Index 
posted a 1.55-point gain to close the 
period at 242.37. Relatively inactive 
United Flour Mill'suprisinglv topped 
the rising column, followed -by 
Bangkok Nylon. Volume totalled 8.38 
million shares, worth Baht 2.12 million” 
(US$82.3 million). 





SEOUL: The wide-ranging 26 May 
cabinet reshuffle saw the market 
plunge 10.18 pons to finish the period 
at 387.44 — the third-largest setback it 
has suffered this year. Average volume 
dropped to 51.77 million shares, worth 
Won 55.8 billion (US$67.6 million). 
The only two sectors which gained 
were steel, up 2.7% on the period, and 
fabricated metal, up 0.7%. 


MANILA: Prices closed mainly firm 
with a takeover battle between Philip- 
pine Overseas Drilling and Lepanto 
Consolidated. Brisk trade in lower- 
priced oil shares pushed up average 
daily volume to 712 million shares but 
average value fell to P52.37 million 
(US$2.6 million) a day. The mining 
index gained 9.2% to close the. period 
at 4,393.67 points. 


BOMBAY: Institutional support help- 


ed pivotals to mount a desultory rally at 


mid-period but the underlying gloom 


. was intensified by poor half-yearly re- 
sults for a number of counters. The 


BSE Index ended the period margi- 
nally lower. Stock exchange officials 


continued to lobby the government for 


tax reliefs on dividend income, but so 
far to no avail. 


NEW YORK: Prices opened the period 
on a firm note on the back of takeover 
rumours. Profit-taking set in later, par- 
ing some of the gains. The Dow Jones 
Industrial Average closed the period 
45 points higher, at 2,288.23 points on 
volume of 5809 million shares. The 
Morgan Stanley Capital International 
Index eased to a close of 460.2 points 
onl June.” ; 
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PACIFIC MANAGEMENT RESOURCES PTE. LTD. 


~ INVESTMENT OPPORTUNITY | 
(MALAYSIA) - 


; PROPERTY DEVELOPMENT COMPANY OWNING 

; PRIME INDUSTRIAL, COMMERCIAL, i 
_ RESIDENTIAL PROPERTY SEEKS OVERSEAS JOINT 
VENTURE PARTNER. ATTRACTIVE RETURN ON 
CAPITAL INVESTMENT ASSURED. 


i hee PARTIES ARE REQUESTED TO 
,. CONTAC 


Pacific Management Resources Pte Ltd 
230 Orchard Road # 07-232 Faber House Singapore 0923 
Telephone: 2357773 





BUSINESS SERVICE 


Swiss Handling of ." 
International Transactions . 


-PERSONAL 






















UK IMMIGRATION | 
Specialist professional firm 
| Provides complete service 























:] for clients requiring UK im- |] _ Assets manjana 
{| migration. Free booklet on |] — Oto companies’. formation, 
| UK immigration rules and Please с cat os орн ча of 
| procedures available from: our discretion n etc 
DAVID wise &CoO 1208 сота 






Рһопе: 47 59 80 Fax: 46 14 85 
Telex: 421808 DEB CH 








===] 39 usen Anne Street | 

London W1M 9FA H you have something 
Tel: London 486 8142 tosay...sayit 
Telex: 8954102 d 


in the Classified! 








— OPPORTUNITY 


The Far Eastem Economic Review is now publishing а quarter- 
~ ly index which details by country and date everything that has 
appeared in the Review. The index is available on a quarterly 
basis. Subscribe now and each quarterly index will be sent to 
you automatically as soon аѕ it. becomes available. A vital 
research tool, the Review index will save hours of needless 
‘searching, for information. ORDER YOURS TODAY! Only 
] HK$230 (US$30) for 4 quarterly issues. Just complete the 
eb Coupon below and send with your payment. 


€ ————————— —— 


^p The. Circulation Department, 

Far Eastern Economic Review, 
GPO Box 160, Hongkong. 
- Please send my order for the Far Eastern Economic Review 
QUARTERLY INDEX. / enclose HK$230/US$30 (or its 
equivitent i in "local сй! in payment. 


(Please print in block letters) 















































‘operations : 
Бы — Trusteeship for commercial and t | 
nancial tions 


HUMAN RIGHTS DEVELOPMENT 
IN ASIA 


Amnesty International requires a Regional | Liaison 
. Officer (RLO) Assistant (Asia) to work in a team of 
three people concerned with peli eel develop 
ment in Asia. The RLO Assistant (Asia) is based 
the International Secretariat in London and provides. 
administrative support for the RLO (Asia) who 
spends up to 6 months of the year in the region, This 
is a busy and varied post involving occasional travel. 
The RLO Assistant (Asia) is expected to do чалы 
own typing and filing. - 


Candidates must have knowledge and/or буран 
of Asia, as well as fluent. written апа: ѕрокеп English 
Previous activity in Amnesty International or another 
similar voluntary organisation highly desirable. beri 
typing essential. ; 


Salary: £10,362. p.a. rising to £13,217 p.a. (index- 
linked annual increments). 
Closing date for receipt of application forms: 24 July. 


For further information and application form, contact: 
Personnel office 


















Amnesty Intemational 

international Secretariat amnesty 

1 Easton Street - international 
London WC1 8DJ 





Tel: (01) 837 3805 (24 hours) ansaphone 





PROPERTY 











[ Now there isabetter way to invest in Australian property 
^A new scheme'offering.a potentially с -. ЧЕ 
higher теїйїп оп investment is now 
available only from AV Jennings and 
Intersearch Ltd. 

Why settle for less? Contact us today 
for more information on how to get the 
best out of your investment. 


Properties are available in many locations and price bracket? 


B Pere INTERSEAR 
INTERNATIONAL PROPERTIES» 
Call INTERSEARCH now on (5)299547, 1602, Admiralty Centre, Tower 2. Hong Ko 
Le pa NOR a 
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Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell [IND 
manage and arrange finance for your UK house or flat, 

Call Philip Jackson on 5- 8104838 or telex 61851 FPDHK HX 
[7] HAST ACIR DAVIES Rampton & Sons 


| PROPERTIES UMETELY 
| t M 
n " ү] Ded floor two Exchange Square. Hong Konig 6 Arlington treni. London SWA IRE asd 






Do you want to reach 200,000 middleand — 
top level executives? = 


For only US$240 you can in this space next week — but hu 


Contact Hillary King 
Hong Kong (5) 734301, 









ong Kong (5) : 
чө 62497. REVAD HX Fax: (5) 8933942, 











itors to Pattani must make a spe- 
effort to reach it because it is not 
on апу direct air or traih route. Pattani, 
Yala, Narathiwat, Songkla and Setun 





uich lie in a Janus-like position be- 
veen Bangkok and Malaysia. A map of 
ie area graphically demonstrates how 
se Thai provinces straggle into the 
orthern Malaysian states. The jigsaw- 
fit of the border emphasises the in- 
ability of the Malay populations 
ch side of the political line, an his- 
rical accident created by Thai and Bri- 
sh governments early this century 
hich has cut off Thai Malays from the 
alays of Malaysia. 
Тһе detour to reach Pattani and 
Narathiwat, its sister province to the 
south, 15 моге the effort. Kampungs 
nestle in tree-shaded groves and each 
ouse displays a round bamboo cage on 
a tall pole which shelters the family pet, 
a singing bird, which may be worth 
thousands of baht. Between the kam- 
pungs are wide plains of paddy, stretch- 
ing in long swathes and relieved by is- 
lands of graceful palms. 

„Тһе main road runs between the 
coast and the range of hills, where 
bears, elephants and freedom fighters 
shelter. They encircle the paddy and 
add some grandeur to the rural scene. 
Tucked away from foreigners and 
jumbo-jets, Pattani feels like an Asian 

rigadoon, timeless, self-contained, 
beautiful and to be stumbled on by acci- 
dent. | 
However, it was not always a back- 
ater. The province takes its name from 
| werful Malay sultanate which 
rose in the 14th century and by the 17th 
century was the leading entrepot in the 
region for China-Southeast Asia trade. 
Pattani Bay is wide and offers shelter 
from the northeast and southwest mon- 
soons, the enemies of all small sailing 
craft. The sultanate is mentioned and 
recognised in traditional histories of 
_ Peninsular Malaya and there were mar- 
riage alliances with the south. 
“English French and Dutch mer- 
chants left records of their impressions 
of Pattani which became famed for its 
wealth, and its 17th-century queens. It 
flourished when the Thais languished 
ng their prolonged encounters with 
“the Burmese, but after the establish- 
.ment of Bangkok in 1872 the Thais 
“began a systematic and sustained cam- 
paign to control the Malay areas to their 
;South. After two centuries the Malay- 
-; Muslims (known officially as Thai Mus- 
lims) remain a distinct ethnic; cultural 
гапа religious group. Current Thai po- 
licy is assimilation, particularly through 
the adoption of Thai language by Thai 
Muslims. 

Revolts against Thai domination oc- 
“curred frequently in the 19th century 
_ and every 20 years or so in this century. 


Thailand’s five southern provinces» 


Bangkok has identified three Muslim 
separatist movements in the south, as 
well as several communist groups. Al- 
though amnesties are declared annu- 
ally, where in return for surrender a 
"dissident" is granted land and freedom 
from prosecution, the.political struggle 
continues. | 

But another, less obvious struggle is 
being conducted at the household level 
by nearly every Thai Muslim family. Al- 
though they participate in Thai national 
life (who can avoid hearing the national 
anthem played on loudspeakers every 
day at 8a.m.!), Thai Muslims are taking 
active steps to preserve their own tradi- 
tions, language and religion. Since the 
1930s Bangkok has banned the teaching 
of Pattani history; Malay language may 
not be officially taught in schools, there 
are no official Muslim holidays, and no 
Muslim TV programmes. Muslim 
judges (kadis) exist, but there аге no Sha- 
riah courts. The kadis may only offer 





|Pana village mosque: house 


advice to state courts. The contrast with 
the position of Malays in Malaysia is start- 
ling. A political boundary has caused a 
striking reversal of ethnic privileges. 





assive and prolonged demonstra- 
tions by Thai Muslims in 1975 suc- 
ceeded in improving conditions, par- 
ticularly access to education. Since then 
Bangkok has introduced special “up- 
grading" programmes for Thai Muslim 
students, and government teachers 
have been sent to pondok (Muslim re- 
ligious) schools to teach secular sub- 
jects. This could be the thin end of the 
wedge for Malay speakers. If they im- 
prove their career prospects by learning 
Thai and entering the Thai mainstream 
their identity as Malays will be 
threatened. All Thai Muslims are aware 
of this dilemma. 
One of the bastions of Thai Muslim 





traditions is the pondok education sys- | 


tem. The province of Pattanihasmorethan 































































400 pondok schools. Under the supervi-: 
sion of a Tok Guru (usually a graduate 
from a Middle Eastern university) these 
boarding schools offer their students a 
basic education in all aspects of Islam. 
This is usually at the expense of secular 





; education, so in the past decade for- 


ward-thinking Muslims have estab- 
lished a number of sekolah.agama (pri- 
vate religious schools), which teach 
both secular and religious subjects and - 
fund themselves. 3 

Although the Thais have built gov- 
ernment primary and high schools 
within reasonable reach of every vil- 
lage, Muslim parents go to great lengths 
to transport their children to. Muslim 
'schools. Caught between two 
systems, the Muslim child faces 
a double head of learning, as 
they catch up with either Thai 
or religious lessons. This usu- 
ally results in Thai Muslims 
being disadvantaged for uni- 
versity entrance, so the gov-. 
ernment has reserved a quota - 
of places for them at Thai uni- ©, 
versities. 

There is obvious tensión be- 
tween Thais and Muslims. 
Even at the level of social eat-- 
ing, Muslims will ‘not enter | 
Thai restaurants because’ the 
food is not halal, but eat at 
home or at the less lavish Ma- 
lay foodstalls. The king makes 
an annual visit to his southern 
provinces where the stays at 
Такып Palace near Мага- 
thiwat. His “Royal Thought 
Projects" are improving agriculture and 
education, but the huge Buddha image | 
which now dominates. Narathiwat has 
offended many Muslims. | 

Young Thai Muslims face a difficul 
future. Apart from rural work there are 
few opportunities for employment. The 
southern provinces are in a catch-22 po- 
sition: Thai business will not invest capi- 
tal in industry or large-scale develop- 
ment there until the tension between 
Thais and Muslims is resolved and the 
"security" situation is settled; young 
people cannot improve their position 
until proper employment is available in 









industry and commerce. _ | 

“Bangkok’s solution seems to be total 
assimilation, which.at best is a lengthy 
process. Given the previous 200 years of 
Pattani history, the Muslim detefmina- 
tion to survive may well. withstand 
Bangkok's, economic, social апа аде... 
ministrative encouragement to full inte- - 
gration... о ome bee 
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Between the two of us, 
your portfolio deserves 
proven performance. 


Successful investors recognize 
proven performance. Such as the 
performance of Bank of Boston. 

Record earnings in 1986 establish 
Bank of Boston again as one of the top 
performing banks in the world. Now, 
all the benefits of this expert financial 
Management are available to you, 
through the International Portfolio 
Management Services of your Bank 
of Boston Private Banker. 

From our International Funds, 
performing at an impressive 208% 

ibove traditional time deposits over 
the past two vears, to personalized 
portfolios of international equities 
ind currency management, Bank of 
Boston his the expertise and range of 
services to assist you in attaining your 
personal investment objectives. 

And most important, you can ben- 
efit from these services with com- 
plete confidentiality and anonymity. 

‘Talk covone of our Private Bankers 
soon. We can make performance а 
partol your portiolio 

Bor complete details, write Patrick 
ROW ilmerding, РО. Box 476, 1211 


Geneva, Switzerland 


ME 


BANKOF BOSTON 


International Private Banking 


ASUNCION * BOSTON • GE NEVA * GUERNSEY * HONG KONG * LONDON + LUXEMBOIL RG * MIAMI - MONTEVIDEO * NASSAU « NEW YORK * PANAMA - PARIS * SINGAPORE 
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When each note is properly combined in music, chords are 
! created which are pleasing to the ear. Likewise, Komatsu 

offers a combination of products and services which is 
guaranteed to please. Whether it's industrial or construction 
machinery, components or total systems, Komatsu provides a 
variety of top quality products tailored to your needs and 
backed by a fine composition of technology and expertise. 
And through research and development to final product and 
support services, Komatsu is recognized far and wide for 


bringing out the best in both man and machine. 


With our addition of local production facilities in the United 
States and the United Kingdom, our fine-tuned international 
network is more than ready to serve you anywhere and anytime. 

In fact, when you purchase a Komatsu product, you're 
ensuring yourself high returns on your investment. But if you 
think that's all there is to Komatsu, take another look. After all, 
there's Komatsu's constant pursuit of tomorrow's possibilities, 
promising considerable progress for your future benefit. 


en 
A Fete 


Head Office: No. 3-6, Akasaka 2-chome, Minato-ku, Tokyo, Japan 
Cable Address: KOMATSULTD TOKYO Telex No.: J22812, J24967 Phone No.: TOKYO 584-7111 
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€€No other rail 
network serves all 
| Canadian ports 
directly, and all 
western U.S. ports 
through our U.S. 
| subsidiary, the 
Grand Trunk 
ht ie | Railway. 99 
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- More convenient access to all of Canada. | 


Shipping your goods to Canada connections to Canadian desti- For more information contact: 
via Canadian National Railways ^ nations with most major railroads ^ т Kunita 


makes а lot of sense. For alot іп the U.S., via our and Trunk Manager, Japan, Korea & Taiwan 
Room 312B, Kasumigaseki Building 


of reasons. And you need only affiliate. 
deal with one company, CN. Canadian National gives you oe i 3-chome, Chiyoda Ku 
CN services every major a wider choice of options than ^ ты (03)581-0125/7 Telex: 2225030 
Canadian port —Prince Rupert, алу other North American rail 
Vancouver, Halifax, Saint John ^ network. And our world- Monee ВА 
and Montreal, with direct ship-to- — renowned, sophisticated Room 165 Pine Building Central : 
rail service at all these ports. computer system, accessible Hong 5 
Through east and west coast ^ through TELEX worldwide, Tel 0 05-24] 481 Telex 75637 à 
Canadian ports, your containers as well as TWX in the U.S., Peter S. Murray } 
are loaded onto CN's dedicated, сап trace your shipment at any System Sales Manager, 
daily and reliable container m in next to no time. OMNIS East 
trains, then speeded to Canada's hese, plus many more i 
key central markets. innovations, are part of our v tae pr 
On the West coast, commitment to giving you the Tel. (514) 399-6740 Telex: 05-25256 


Vancouver's wide variety of edge when it comes to getting 
specialized commodity terminals your shipments into and across 
ensure that your shipment is Canada. And dealing with us 


handled properly. And promptly. alone, makes the whole opera- Ў " а 
ә Through U.S. west coast tion a lot more convenient. Canadian National Railways 


ports, we provide unrivalled Put us to the test soon. Responding to the Challenge 


CN international offices include: Tokyo, Hong Kong, Vancouver, Montreal, Halifax, San Francisco, Chicago, New York, London, 
Liverpool, Glasgow, Hamburg, Antwerp, Paris, as well as agencies throughout the world 
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Men and women of distinction always have something rare in І 
соттоп, like a Corum watch on their wrists. For instance the ab 
luxury Admirals Cup model in solid gold, with enamelled ce» 
nautical pennants marking the hours. Admiral's Cup, quartz, W 
water-resistant. Also steel and gold and in ladies’ versions. 


. „мы à g 
Registered model. a C E y 
‚ бє, — I VM Ww Ф A 
SUISSE 


Corum watches are on view at the finest jewellers, For information Tokyo: JAPAN TIME-ART CORPORATION. Tokyo Kintetsu Bldg., 19 Kanda- 
Matsunaga-Cho, Chiyeda-K u, Tel. 253.1331 Hong Kong: SHUI HWA WATCH CO LTD., 50 Des Voeux Road C, Tel. 5-236447. Singapore: SHUI HWA 
JEWELLERY CO LTD., 02-112 Far East Plaza, 14 Scotts Rd., Tel. 7374240 Kuala Lumpur: WOO HING BROTHERS SDN. BHD., G3! Kuala I umpur 
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Whenever yothwish to travel, we have 
therightconnection. 


Kuwait Airways flies to more than 40%@estinations, with 
convenient connections. After all, your comfort is our 
concern. Our friendly reservation offices around the world 
will gladly assist you to draw up your travel plans. 


Once you are on board, our attentive cabin crew ensures 
you have a pleasant journey, whether you fly First, Oasis 
Business or Economy Class. The cuisine is simply superb, 
and is served in splendid style, aboard our fleet of modern 
widebodied jets; Boeing 767's, 747's and Airbuses. 


In fact, you might notice that many aspects of our service 
are simply a cut above the ordinary. That's because we've 
been flying for more than 30 years now, refining our 
service with every passing year. Visit our sales offices any 
where in the world they'll be more than glad to help you. 
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ntradictions on coverage - 


Davies in TRAVELLER'S TALES 
June] gave “one example of a lie" in 
ny letter on 28 May by claiming he “did 
ot write in derogatory and dismissive 
7. of Singapore Minister Wong 


р. 
avies wrote on 14 May: “But:no, 
an: tọ whom I had to make my ap- 
d protests, Wong Kan Seng, 
r of community development 
second minister of foreign affairs 
10 had drafted the Press Amendment 
on Lee's orders] was not interested 
n such assurances, even in black and 
hite.. Nothing I could say — and in- 
| deed nothing he could say to his 
cabinet colleagues — could alter the de- 
cision.” 
Does this not mean that Wong was a 
ere figurehead acting on orders and 
| that Davies" meeting with Wong was a 
,waste" of time because Wong had no 
; power to alter the decision? Апа is 
this not derogatory ‘and. dismissive р 
Wong? 
Davies said that-the prime minister 
had contradicted himself when he ban- 
ed mpaign journalism” in Singa- 
€ but had given. “repeated encour- 
gement to correspondents to expose 


and bring about the fall of corrupt ` 


| neighbouring regimes." This is absurd. 

In the past 12 years, Lee Kuan Yew has 
met Davies on three occasions (ex- 
cluding interviews) — March 1976, 
April 1977 and September 1985. | 
was: -present on these three occa- 
ions. ^ 

¿ Lee has never asked Davies to ex- 
pose and bring about the fall of neigh- 
-bouring regimes. On the contrary, Lee 
told Australian journalists in Canberra 
in:April 1986 that they were. unwise in 


| their campaign to embarrass: the’ In- 


donesian president and his family. 
Davies is not an inexperienced edi- 
tor. Therefore, one must assume that 
)avies intended to sow doubts and sus- 
picions between Asean leaders and 


on of 9,000 in Singapore is 

rect result of Lee's own dicta- 

ial measures to control Singapore's 
press." Я 

| low then does he explain this: 

launched 10 years ago, Business Times 

nd Singapore Business have a circula- 


Чоп of over 15,000 and 4,000 respec- 
10 years ago,.4 
The Straits Times’ circulation has in- 


tively? From: 162, ,000, 


sed by 65% to 267,000 in 1986. 
avies referred derisively to my po- 
edetention for anti-colonial ac- 
not apologise for my anti- 


as my contribution to- 


ртн It: 





who. try to shape opinion in Singa- 
pore for their own ends. 


James Fu Chiao Sian 


Singapore Press Secretary to PM 


Readers' rights? 

According to James Fu [LETTERS, 28 
May], it seems that he and the Singapore 
Government. have failed to. come to 
terms with some fundamental issues. 

As a nation priding itself on its in- 
ternationalist outlook, I find it surpris- 
ing that the government wishes to take 
issue with the fact that the REVIEW, 
with its disproportionately large Sin- 
gaporean circulation, reports on domes- 
tic events to a local readership. I do be- 
lieve that it is the fundamental right of 
every citizen to. choose whatever he 
wishes to read. It is therefore not the 
concern. of elected representatives to as- 
sume the subjective responsibility of 
sieving all information that comes 
through according to their likes and dis- 
likes. 

Elected representatives are there to 
serve the көр, in this case they are 
only making the presumption that they 
are serving the people. I say, let the peo- 
ple decide and don t circumscribe publi- 
cation, short of they being distinctly 
subversive. 

Fu chooses derogatory words like 
“biases” апа "political slants” with 
obvious theatrical glee, but the his- 
trionics is so clearly evident in tlie gov- 
ernment paranoia of interference with 
domestic affairs that one can't help but 
smile. 

-Has not the REVIEW earned its jour- 
nalistic spurs of being a reliable, objective 
and mature. periodical? The prime 
minister, а battle-scarred politician, 
knows only too well that though sticks 
and stones may break his bones, words 
will never hurt anyone. Are we not ma- 
ture enough not to run amok each time 
a controversial issue is published? 1 am a 
Singaporean, and I know I will not. 

My Pseudonym: 
‘Concerned Citizen’ 


Singapore 


| In the picture 
In the Fiji article, Rabuka rides high [4 


June] the photo caption reads: “Indians 
in Suva protest against the coup." The 


woman pictured, however, is Amelia 
Rockoturvuna, a Fijian who is. a 
member of the Labour Party and the Fiji 
Anti-Nuclear Group. She was arrested 
‘by. the military soon after the picture 
was taken in Suva, where.she had ad- 
dressed a peaceful prayer rally. 

The mistake. ds ол Мапу ге- 





other sources oftension in Fiji, 
represents the bignificance of the е 
tion of the Bavagra government. 
The coalition government was 
elected with thejsupport of Mel 
Fijians in key Imarginal seats, an 
swing of support to the multiraci 
Labour Party. There is also signific 
support for the ousted Allianc i 
ment from sections of 
ness community, which c 
media's presentation of a neat 
dian split. 
The Bavadra gove 
ing to introduce econ 
forms in Fiji. It was also 
ously towards a policy.of non 
and support for self-determ 
the South Pacific — poli 
with the strategic regional 1 
the US. 
Despite racial tensioi 
significance of the coup i 
tary — trained by the US. 
New Zealand -— can remov 
cratically elected governme 
power. 
North Fitzroy, Victoria 


Nic 

€ The photograph showed a gr 
Indians in Suva on a pront 
against the coup, being led Бу Am 
a 


Missing Muslim 


I have always been impressed by 
Clad’s perceptive and high level of 
porting on Southeast Asian evi 
whether in Malaysia or in the. Phil 
pines. I especially appreciate his obs 
vations concerning the recent ci 
sional elections in the lattér [28 Ma 
voted a very mixed senatorial ticke 
included. four well-known. administr; 


| tion gadflies and three reputedly “lef 
| ist" candidates, but I heartily agree w 


Clad — "charges of systematic fraud si 
ply do not ring true.” | 
Clad, however, was not quité acc 
rate in his reference to Abdul Alo 
“GAD's. sole Muslim senatorial: can 
date." What of Firdaussi Abbas, ( 
Lanao del Sur. As one who vote 
four of the. five Muslim candi 
(KBL also һай one, ¿Macab 
Lanto), 1 am dismayed by the ov 
Incidentally, all four male candidate: 
Abbas, Alonto, Lanto and 
Tamano — come. from Lanao 
and are Maranaws. Ms Santan 
from Sulu, I presume, is a Таџѕо; 
fortunately, with the exceptio 
Tamano (No. 24 on the Comelec | 
and Rasul (No. 25), the other th 
definitely out of the race. 
One other gripe. I wonder if! 
been to the Bicol region. Bico 
not speak of a Camarines del N 
Camarines del.Sur. Simply « ama 


Norte and Camarines Sur. A 





















how both are labellqd in Philippine 
maps and: official dockments. It. hurts 
the reader's eye to see he provinces of 
one's home region mis-hamed. 

Manila igngcio Ma. Francisco 







































nda. Jaivin’s articl 
ooked versions of being Chinese (23 
Apr.] provides profound insight. 

Sir Karl Popper's comment on the 
losed society,” which he did not write 
‘clusively with regard to China, sup- 
ments the views of “The ‘deep struc- 
re’ of Chinese culture." 

per characterised the “closed so- 
ety” as a way of life with relatively few 
hanges, which appear as religious con- 
rsions and introduction of new 
taboos. 

.. In his view, a closed society allowsno 
room for personal responsibility and al- 
ways dictates the right way to do things, 
though difficulties in pursuing that way 
have to be overcome. 

-Introduction of the responsibility 
ystem (hence the name) in China's ag- 
riculture was aimed to shake up the very 
oundations of a closed society and, 
art from economic considerations. 
ooks like a great advance. 
5 Richard Gerhold 





















a long time subscriber to the 
IEW, Ї have always enjoyed reading 
lighter news items published in 
AVELLER’S TALES. 

_ However, when I read TRAVELLER'S 
TALES [21 May] on what you claim to be 
‘pure “myth” about the old Shanghai 
park with the sign, NO DOGS OR 
HINESE, I thought that perhaps 1 
uld contribute some true facts about 
“this matter. 

The park you mention is the Bund 
Park,’which was located on the river- 
-front of the former British Concession 
Shanghai. The sign was put up right 











after the park was bu "around the 
turn of the century. It was at that time 
that my father, Dr Wellington Koo, en- 
countered this atrocious sign, He could 
not believe that the British could dis- 
play such a sign in public. From that day 
on, he was determined to do everything 
possible to abolish all inequal treaties. 

During his later years, after return- 
ing to China from his post as Chi- 
nese ambassador to the Court of King 
James, he was invited to dinner by the 
then high commissioner in Shanghai. 
During the course of the evening, the 
conversation led to this sign. 

With great embarrassment, the high 
commissioner told him that since the 
Chinese revolution, 1910, the sign had 
been removed. This was to placate the 
general Chinese public. This will ex- 
plain why your information does not 
give the true picture as it stood prior to 
the notice dated 13 September 1917. 

My father related this story to me so I 
have no doubts that the sign really did 
read: NO DOGS OR CHINESE. I am 
sure you could further verify this by ask- 
ing older Chinese residents of Shanghai. 
Taipei T. C. Koo 


Concerning the infamous Shanghai 
Park Notice that never was, hearty con- 
gratulations on the item which should, 
once and for all, prove the constantly re- 
peated and geographically mobile fur- 
phy to be pure fiction. 

The Asian Wall Street Journal pub- 
lished a letter from me last year, after 
they had perpetrated the usual non- 
sense in one of their op-ed page 
blockbusters. So far as I am aware, 
there was no rebuttal. 

In the Journal letter, titled Notice 
nonsense, | wrote: 


“Once I even read that the Shanghai 
park notice “No dogs or Chinese al- 
lowed,” allegedly existed in Hongkong. 
Yet I'm sure it never did — certainly not 
while I lived there in the last 30 years. 
And a pre-war Russian resident has also 
















assure 











ssured me 1 although there was 
some such an exclusive park, no notice 
so worded was ever seen in Shang- 
hai. |. M 
Like many other factoids taught to 
"every schoolchild," could it just be 
another propaganda lie? Some of them 
seem to bear a charmed life — refuted 
and repeated ad infinitum. Га be glad to 
see this one nailed for good, or else 
proven by more than hearsay.” 

‘But an otherwise respectable Sydney 
newspaper also astounded me last year by 
locating the notice in, of all places, 
Kuala- Lumpur. Maybe the next report 
will be from the Park of Culture and 
Rest in, say, Vladivostok? 
Mt Eliza, Australia 








W. A. C. Adie 


Conspicuous omission 


In his report on Nepal's local election 
results (30 Apr.] Kedar Man Singh 
avoids reference to the fact that the 
Nepali Congress has been — and remains 
— à "banned" organisation for the past 26 
years. The election pattern would have 
been different if the party had been 
able to participate in an open man- 
ner. 2 ! 
Also, Biratnagar is not the birthplace 
ofthe late B. P. Koirala. According to his 
biography, Koirala was born in Benaras 
(India), and his home is in a village call- 
ed Dumja, 36 miles east of Kathmandu. | 
Kathmandu ʻA Reader 


Not /ate at all 


While Bertil Lintner went deep through 
the battle zones of Burma [War in the 
north, 28 May], he himself, and editors 
of the REVIEW, should not have allowed 
such an error as referring to the late ^ 
prime minister U Nu, which stained his 
18-month-old effort. 

The former prime minister is alive 
and currently touring the US lecturing 
on Buddhism on the invitation of Ame- 
rican institutes. ya 


Bangkok Maung Maung 
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AW overtly mobilising against Philippine president 
Marcos 16 months ago, the Roman Catholic Church 
remains deeply embroiled in politics. Manila bureau chief 


James Clad and contributor Robert Rabecs examine the 
role of the church in Asia's only majority Christian country; 


its influence on the rec 


ratified constitution, and the 


strains between radical liberation theologists and those 
advocating a more conservative, traditional role for the 


clergy. 


Pages 42-46. Cover photograph by Bernardino Ronquillo. 


Page 10 

India flexes its muscles by air drop- 
ping relief supplies to Tamils in north- 
ern Sri Lanka and the act is con- 
demned by all its South Asian neigh- 
bours. 


Page 12 

The struggle for 
the succession to 
Prime Minister 
Nakasone continu- 
es within Japan's 
ruling party, with 
party secretary- 
general Takeshita 
appearing to lead 
the pack. 


Page 22 
Worried about Hongkong's political 
future, large numbers of local profes- 
sionals and businessmen are migrat- 
ing. 

24 
A South Korean court hands down 

ded sentences to three jour- 

nalists convicted of leaking alleged 
government directives on news 
coverage to the media. 


Page 26 

The South Pacific Forum offers to 
send a mission to help resolve the 
crisis brought about by the May mili- 
tary coup in Fiji. 

Page 33 

The Singapore Government televises 
a confession from one of the alleged 
Marxists, who it says infiltrated 
church groups. 


Page 34 

Australia is not convinced by warn- 
ings from US admirals about the 
Soviet military threat in the Pacific re- 
gion.e 


Page 36 

A report by Amnesty International de- 
scribes torture of political prisoners in 
Vietnam and Cambodia. 


58 

Taiwan's curbs on foreign borrowing 
and forward exchange cover have hit 
Taipei's financial markets hard as 
traders see the pain of revaluation 
being transferred to export industries. 
Meanwhile, Seoul and the IMF seem 
to disagree about the value of the 
won. 


Page 59 

The Nordic Investment Bank, owned 
by the govérnments of five Nordic 
countries, is planning a soft-loan win- 
dow for Asean nations. 


60 
Fiji's economy has suffered serious 
setbacks following the recent coup. 


Page 67 | 
Singapore Airlines is likely to go 
ahead with the second stage of its 
privatisation programme later this 
year, with a probable increase in the 
ceiling on foreign shareholdings. 


China’s economic liberals have been 
forced to slow down introduction of a 
market-pricing system because of 
political and public opposition. 


Page 78 

Indonesia gains prestige but little of 
substance from a meeting of the 
world coffee trade in Bali. 


Page 82 

Kim Il Sung’s May visit to Moscow 
underscores the e e of the 
Soviet Union as North Korea's largest 
trading partner. 


Page 90 

South Korea's Hyundai group shows 
little change under a new chairman 
and still finds its foray into the elec- 
tronics industry hard going. 


Page 92 

Pakistan meets strong resistance to 
budget plans to finance military needs 
with higher indirect taxes. - 
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Thai Governments 
setback 
- In what observers see a$ a set- 
back to the Thai Government 
as well as its largest coalition 
partner, the Democrat Party, 
opposition candidate Boon- 
thiem Khemapirat from the 
Prachakorn Thai Party won a 
landslide victory over his 
Democrat contender in a 
. Bangkok by-election on 7 
| June. The voter turnout of 
12.24% reflected the apathy 
among Bangkok residents over 
the continuing political 
malaise. Democrat leaders 
conceded that the party’s crisis 
of confidence, brought about 
by infighting, contributed to 
the defeat. 
— Paisal Sricharatchanya 


New Zealand passes 
anti-nuclear law 
The New Zealand parliament 
the government's anti- 
nuclear bill through its final 
stage on 4 June, thus enshrin- 
ing in legislation what has been 
administrative policy since the 
July 1984 election of the 
Labour Government. The 
legislation declares New Zea- 
land's territorial waters a nu- 
clear-free zone and places the 
onus on the prime minister to 
refuse entry to ships and air- 
craft if they are nuclear-pow- 
ered or armed. The policy led 
to a breach between New Zea- 
land and the US and the latter's 
refusal to cooperate with New 
Zealand under the tripartite 
Anzus defence pact, which 
linked the two countries and 





Australia. — Colin James 
Indonesia announces 
final election results 


The final official results of In- 
donesia's 23 April general elec- 
tion showed President Su- 
harto’s ruling Golkar group 
winning 299 seats in the 500- 
member House of Representa- 
tives, the Muslim-based Unit- 
ed Development Party (PPP) 
61 and the nationalist-Christ- 
ian coalition, the Indonesian 
Democratic Party (PDI), 40, 
Home Minister Suparjo Rus- 
tam announced on 6 June. The 
other 100 seats are for military 
appointees. The results 
showed the PPP having lost 
two more seats to PDI than 
earlier estimated. 

Concern was expressed at 
the meeting confirming the re- 
sults over the fact that en- 


velopes containing results from 
two areas where minority 
dei ran strong — Jakarta 
and Bengkulu — did not bear 
the signatures of the local elec- 
tion committee chairman and 
vice-chairman. The Bengkulu 
governor dismissed this as 
an administrative "oversight" 
rather than as evidence of op- 
position charges of vote-rig- 


ging. — Shim Jae Hoon 
Dhaka and Moscow 
stabilise ties 


The signing of a cultural agree- 
ment during the June visit of 
Soviet Deputy Foreign Minis- 
ter 1. А. Rogachev to 
Bangladesh has helped 
stabilise Dhaka-Moscow rela- 
tions, which suffered followin 

the closure of the Soviet cul- 
tural centre and expulsion of 
about a dozen Soviet officials 
from Dhaka in November 
1983. The Soviets had been 
pressing for the three-year 
agreement for some time and 


at one stage it was felt 
Dhaka was not keen. 

— S. Kamaluddin 
Taiwan premier 
visits Si 


Taiwan Premier Yu Kuo-hwa, 
accompanied by senior econo- 
mic officials, arrived in Singa- 
pore on 8 June for a five-day of- 
ficial visit at the invitation of 


Prime Minister Lee Kuan Yew. 
The focus of Yu's first overseas 
trip during his three years in of- 
fice was to be on expanding 
economic ties between the two 
countries, said Taipei officials. 
Although Taipei and Singa- 
pore do not have diplomatic 
ties, Lee has made numerous 
yisits to Taipei, which have 
been officially announced only 
in the past year. The two coun- 
tries have also enjoyed close 
military ties, with Taiwan pro- 
viding training facilities for 

Singapore's army. 
— Carl Goldstein 
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Reagan softens trade 
sanctions against Japan 
US President Reagan an- 
nounced at the Venice eco- 
nomic summit that the US 
would lighten sanctions set 
against Japanese electronic im- 
ports in April. A senior US 
aide said that there was an "in- 
direct linkage" between the 
move and Japan's agreement 
on 29 May to push through a 
¥6 trillion (US$42 billion) eco- 
nomic stimulus package de- 
signed to, among other things, 
boost imports. The US move 
acknowledged Japan's “good 
faith" in the sphere of interna- 
tional economic cooperation, 
the aide said. 

Reagan said the US would 
reduce by 17% the US$300 
million in sanctions impos- 
ed due to alleged Japan- 
ese dumping of DRAM com- 
puter chips. Reagan said the 
reduction was proportional to 
the ificrease in the price Japan- 
ese firms are now charging 
for the chips. However, he 
threatened to reimpose sanc- 
tions if Japan did not continue 
in its efforts against chip dump- 
ing. — Anthony Rowley 


Al to 

begin south 

Aviation sources said All-Nip- 
pon Airways is likely to take up 
at least one of three new flights 
to Australia by Japanese car- 
riers authorised under a new 
air agreement between Tokyo 
and Canberra early this month, 
cutting into the former over- 
seas monopoly of Japan Air 
Lines (JAL). Australian car- 
rier Qantas, which also gets 
three new routes, will start a 
new service to Nagoya and 
move to daily flights to Tokyo. 
JAL and Qantas will also add a 
second Tokyo-Cairns flight each 
week. — Hamish McDonald 


The latest run on the Indone- 
sian rupiah began to subside 
following a strong statement on 
8 June by Minister of Finance 
Radius Prawiro that there will 
not be another devaluation. 
Fears of an upcoming currency 
shift fuelled a rush out of the 
rupiah beginning on 27 May and 
peaking on 8 June, when cur- 
rency market transactions hit 
US$120 million. Normal dail 

turnover averages US$S5-1 

million. The devaluation 














rumours were backed by re- 
ports that the country’s debt- 
service ratio has hit 41%. With 
Bank Indonesia, the central 
bank, staunchly defending the 
US$1: Rps 1,644 exchange rate, 
market volume on 9 June sub- 
sided to a still-high US$65 mil- 
lion. — Shim Jae Hoon 


Singapore cuts civil 
servants' salaries 
Civil servants in Singapore 
were hit with salary reductions 
of 2-3% in a government move 
to strengthen its wage-restraint 
licies. The government has 
n pursuing a wage-restraint 
policy for two years to enhance 
the island's competitiveness in 
the region. All government 
employees, including the mili- 
tary and state ministers, were 
expected to be hit by the wage 
cut. — A Correspondent 


BHP plans new listing 
on New York bourse 
Melbourne-based conglomer- 
ate Broken Hill Proprietary 
Ltd (BHP) announced plans to 
issue 3 million "American De- 

sitary Shares" (ADS) in the 

5, to be listed on the New 
York Stock Exchange. Each 
ADS will represent four ordi- 
nary BHP А$1 (71 US cents) 
shares, and will be sold by the 
US underwriters at a price of 
US$26.75 each. BHP said the 
new issue is to increase BHP 
share ownership in the US. 

— Paul Handley 


Hongkong Electric sharehold- 
ers on 9 June approved a 
scheme to create Cavendish In- 
ternational Holdings, in which 
will be vested ownership of 
Electric's non-utility interests, 
as well as Hutchison Wham- 
poa's holding in Electric itself. 
Despite discontent among in- 
stitutional shareholders over 
the terms of the share swap, 
initially set at 28 Cavendish 
shares for 10 Hutchison, and 
later amended to 26:10, the re- 
solution passed comfortably. 
Electric shareholders will re- 
ceive one Cavendish share for 
every Electric share held. 
Cavendish begins trading on 
3 July. Hutchison managing di- 
rector Simon Murray says 
Cavendish's net asset value is 
below HK$3 (38.5 US cents) a 
share, and the putativg HK$6 
price on the unofficial grey 
market reflects opinion on 
what the company may become 
rather than what it is. 
— John Mulcahy 
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SIBLING SENSITIVITIES 
Local authorities were particularly 


em recently by a small 

demonstration held by bi arose amt 
middle-class citizens of Kwangchang- 
dong, a suburb of Seoul. The 
demonstration was against the 
commercialisation of a strip of prime 
property on the bank of the Han river 
where plans are under way to develop 
a yacht club complete with 
restaurants. The property developer 
in question is a brother of South 
Korean President Chun Doo Hwan, 
Chun Ki Hwan. Chun, who is a 
virtually unknown figure, is a 
businessman active in tourism-related 
property development. The residents 
need not worry; the Ministry of 
Construction has delayed Chun's 
plans because it feels the 
political situation has become 
too sensitive. 


BURMA OIL BOOST? 
Burma may soon be getting some 
private US technological assistance to 
raise oil production at the country's 
various exhausted wells. During a 
private visit to the widow of an 
American friend in Oklahoma in 
April, Burmese leader Ne Win was 
understood to have discussed with 
some US oilmen the possibility of 
using a production-boosting process, 
known as “chemical injection." This 


AFGHANISTAN 

ЕМУ Soviet personnel were killed in a 
guerilla attack on their camp in northern Af- 
ghanistan, Western diplomats in Islamabad 


reported (9 June). 


Queensland Premier Joh Bjelke-Peter- 
sen formally withdrew from the general elec- 
tion (3 June). 


BURMA 

Burmese troops captured the headquar- 
ters and several camps of the Kachin Inde- 
pendence Army killing 35 rebel soldiers in 
six major clashes, it was reported (6 June). 


, аһ Id hd 

* Deng Xiaoping said he would withdraw 
from the politoure of the party, making way 
for younger and reform-minded leaders (4 
June). Premier and acting General Secretary 
Zhao Ziyang arrived in Poland on the first 
part of gn East European tour (5 June). Zhao 
arrived In East Germany (8 June). 
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' Fiji ordered а New Zealand lawyer out of 
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makes sense in light of Burma's 
growing oil shortage in recent years as 
a result of falling production. Against 
an estimated national demand of 
27,000 barrels per day (bpd), its 
current net output is about 15,000 
bpd, down from over 16,000 bpd 

at the start of the year. 

Ne Win's stay in Oklahoma was also 
understood to include a medical 
consultation. While the visit was a 
private one, the US was eager to 
please the Burmese leader who was 
making his first trip to the US in 21 
years. President Reagan sent Ne Win, 
а keen golfer, a golf putter with his 
welcome message. 
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President 
François 
Mitterrand’s 
approach, the 
rightwing 
overnment of 
rench Prime 
Minister Jacques 
Chirac is taking 
an increasingly 
tough posture towards the Hanoi- 
backed Heng Samrin regime in 
Phnom Penh. In the past, France has 
liberally granted visas to Heng Samrin 
officials, including Prime Minister 





coup (3 June). Ousted prime minister Timoci 
Bavadra arrived in London seeking support 
for his reinstatement campaign from Britain 
and Queen Elizabeth (7June). The queen was 
advised not to meet Bavadra (8 June). 


PAKISTAN 

The minister for local government and 
rural development, Anwar Aziz Chaudhry, 
resigned and said he would face a fresh in- 
quiry into reports of irregularities over the 
use of development funds in his electoral 
constituency, it was reported (3 June). 


PHILIPPINES 

Armed men firing automatic riles and 
hurling a grenade ambushed a car in Quezon 
City carrying leftist leader Bernabe Bus- 
cayno, wounding him and killing a TV 
cameraman (8 June). 


SINGAPORE 

Prime Minister Lee Kuan Yew said he 
would not beng formal charges against 16 
people detained as suspected communists 
who plotted to overthrow the government (3 
June). Four Catholic priests resigned from 
prominent church organisations after the 
archbishop said he accepted the govern- 





ments claim that a full-time churchworker 


Hun Sen. But efirly this month it . 
refused to gran&g visa to Education — | 
Minister Penn Nhvouth, who had | 
been planning tdjattend a Unesco- 
sponsored meetfng in Paris. E 


LOST OPPORTUNITIES e 
One little-publicised aspect ofthe —— — 
continuing controversy in Bangkok — | 
over intellectual property rights — 
(REVIEW, 11 June) is Thailand’s — — 
lost opportunity for additional US | 
investment. About 10 US firms, —— | 
which over the past year checked out - 
Bangkok as a potential new site to set 
up manufacturingfacilities,have — | 
either scrapped or postponed their — 
plans in view of inadequate protection | 
on copyrights and patents. The firms — 
were engaged in manufacturing — — 
computer parts, machine tools and | 
automotive parts and could have  — 
contributed a totäl of about 2,500 — — 
jobs. ER 


Cu 

Nine small plastic bombs exploded in. 
the Cambodian capital of Phnom 
Penh in a two-week period in late May 
and early June. About 20 people were 

S once but no one was killed. None 
of the resistance groups battling the _ 
Vietnamese-backed Heng Samrin — | 
regime have claimed credit forthe —— — 
incidents, which have occurred | 
mostly at night. | 













was a key figure in a Marxist соор (4 | 
June). The archbishop suspended the four — 
priests (6 June). Ж 
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SRI LANKA = 
An Indian aid convoy turned back after Sri | 
Lankan naval craft barred its access to Sri - 
Lanka's territorial waters, the government | 
announced Ө June). The government de- 
nounced India's use of air force planes to | 
drop relief supplies over the Jaffna peninsula | 
as an outrage and a violation of its territorial | 
sovereignty (4 June). Marxist guerillas st 
at two military bases in southern Sri Lank 
June). ‹ 


SOUTH KOREA y 

Three journalists who were convicted for | 
accusing the government of systematically | 
censoring the South Korean media had their | 
sentences suspended (3 June). ition | 
MPs launched a three-day hunger strike in. | 
the national assembly when the government | 
blocked a session to probe the police : 
killing of a dissident student (4 
roun 


oups throughout South Korea as the gov- 
саны тосо security forces to cul m. 
nationwide opposition protests (9June). . 
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| By Salamat Ali in New Delhi 
| [22022 Colombo’s protests against 
 Wwhat it considered as a challenge to its 
sovereignty, India air-dropped relief 
- supplies on 4 June over the island state's 
Jaffna peninsula which has been rav- 
aged by civil war. The reaction from 
India’s neighbours in the Subcontinent 
. has been uniformly negative, and in Sri 
- Lanka all the Sinhalese-based parties 
have buried their differences and made 
common cause against New Delhi. 
| On the Indian side, all the opposition 
| parties have extended full support to the 
government's intervention as an expres- 
sion of the country's concern for the be- 
-. leaguered Tamil minority of Sri Lanka. 
The already tense ties between the two 
South Asian neighbours have thus 
| reached an impasse. 
__ Although the way out should be for 
- either side to back off, all signs point to 
| further escalation of the confrontation. 
| Without losing other options, New 
Delhi appears prepared to conduct 
further relief air drops, and Colombo is 
seeking overseas support in organising 
its air defences to thwart any Indian 
moves. 
Domestic as well as regional compul- 
sions have forced New Delhi's hand. 
Prime Minister Rajiv Gandhi came 
under severe pressure from the south 
Indian state of Tamil Nadu after Sri 
` Lankan President Junius Jayewardene 
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th Asian neighbours condemn Indian’s relief operation 


respass from the air 


launched a military offensive declaring 
a fight to the finish against separatist 
Tamil ps in the northern penin- 
sula, where his writ had not run for the 
last two years. Madras-based guerilla 
spokesmen related harrowing accounts 
of atrocities committed by advancing 
Sinhalese troops against the Tamil civi- 
lians of the Jaffna area. 

The four south Indian states, ruled 
by opposition parties, have traditionally 
nurtured .strong grievances against 
domination by the north Indians who 
control New Delhi. Tamil Nadu, which 
has long been a hot-bed of linguistic 

aratism, shares a common language, 
culture and ethnicity with the minority 
Tamils of Sri Lanka. A failure by New 
Delhi to react to the plight of the Jaffna 
Tamils could only be seen by Tamil 
Nadu as a lack of concern for southern 
sentiments. X 

Moreover, India also sees itself as 
the pre-eminent military and political 
power in the Subcontinent. One of the 
loudly articulated principles of Indian 
diplomacy in the region is the opposi- 
tion to any extra-regional intervention 
or even anti-Indian influence in any 
South Asian country. In the current 
crisis, India was worried about the ad- 
verse impact on its regional pre-emi- 
nence in the event of its failure to react 
to the events in the Jaffna peninsula. 


began as a drama on the 

the-second act moving on to al- 
titude. The audience — some 100 In- 
dian and — 
were flown in a airliner from 
New Delhi to Madurai, 600 km south 
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Indian officials maintain that Colom- 
bo has taken advantage of India’s assur- 
ance that it would not intervene militar- 
ily and would play a mediatory role in 
the Sri Lankan conflict. In the bargain, 
they say, Colombo gained time to force 
its own military solution. These officials 
also argue that India had shown pa- 
tience despite Sri Lankan use of Israeli 
intelligence services and Pakistani mili- 
tary training which New Delhi consi- 
dered provocative. 


he recent relief operation was obvi- 

ously not conceived in a hurry. India 
knew that Sri Lanka would not allow its 
unarmed boats loaded with supplies to 
reach Jaffna. So within 24 hours after 
the aborted sea mission, an air drop was 
carried out, which indicates соп- 
tingency planning and a well-considered 
strategy of graduated response. On 3 
June, an official Indian message stated 
that India “cannot remain an indifferent 
spectator to the plight of the people of 
Jaffna.” The air drop conveyed that 
message rather forcefully. On 2 June, 
India had also announced that its plan- 
ned relief operation would be an *ongo- 
ing process." Indian spokesmen have 
refused to confirm if more air drops 
were in the offing. 

The unstated and far more important 
purpose of the relief supplies in the face 
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of Sri Lankan opposition was to stall 
Colombo's military operations. 

The reaction of the other members 
of the South Asian Association for Re- 
gional Cooperation (Saarc) has been 
uniformly hostile to India. Maldivian 
President Maumoon Abdul Gayoom, 
returning from a visit to Bhutan, said 
that the Indian action was a grave deve- 
lopment and his country felt *very con- 
cerned over it." Kathmandu deplored 
the event as did Dhaka and Islamabad. 

_ However, it is not yet clear what ac- 
tion India's neighbours will take. Co- 
lombo has reportedly asked a "South 
Asian" country's help in building its air 
defence. This is taken to mean in New 
Delhi that Pakistan has been ap- 
proached. Indian newspapers have re- 

rted that Pakistan and China have of- 
ered to help Colombo. 


» Manik de Silva writes from Colombo: 
Political differences were thrust aside as 
Sri Lankans closed ranks to denounce 
India's intrusion into Sri Lankan 
airspace to drop supplies into the Jaffna 
peninsula. All the political parties re- 
presented in parliament and most other 
groups were unequivocal in their con- 
demnation, with Prime Minister 
Ranasinghe Premadasa and opposition 
leader Anura Bandaranaike being par- 
ticularly outspoken. 

Two hours after the air drop, Pre- 
madasa, long the harshest critic of the 
Indian factor in .Colombo’s battle 
against the separatists, demanded that 
the Saarc convene an emergency meet- 
ing to discuss the Indian action. He 
followed this up with several public 
speeches saying that the air drops were 
probably a rehearsal for an invasion. 
Bandaranaike said that there had been 
“an absolute violation of Sri Lanka’s 


аан ing: which we condemn with all 
our might.” 

Foreign Minister A. C. S. Hameed 
moved swiftly to lodge a protest at the 
UN. He asked that the president and 
members of the UN Security Council be 
kept informed of his protest, which 
documented the sequence of events. 
Colombo, however, did not ask for a 
meeting of the Security Council, confin- 
ing its diplomatic response to seeking 
condemnation of the Indian action both 
in South Asia and in the broader world. 
The Foreign Ministry sought to project 
the plight of a small nation being tram- 
pled on by a giant neighbour. 

It soon became clear that Colombo 
was not going to pursue Premadasa's 
demand for an emergency meeting of 
the Saarc, whose charter specifically 
rules out the discussion of all "bilateral 
and contentious" issues. Colombo also 
remained undecided оп whether 
Hameed would make a scheduled trip to 
New Delhi for a Saarc foreign meet- 
ing, due to begin on 17 June, 


olombo had always believed that 

India would stop short of military 
intervention in the troubled north and 
the east, despite the pressure put on 
Gandhi by Tamil Nadu. Colombo noted 
Gandhi's earlier statement that India 
respected Sri Lanka's unity and integ- 
rity and that India's “humanitarian” ac- 
tion must be viewed in that perspective. 
Colombo also pointed out that it had 
wanted to discuss mutually acceptable 
details of the Indian relief operation, 
but before that could be done, New 
Delhi sent in its convoy, which a local 
newspaper dubbed “bum boat diplo- 


macy. 
if india had hoped that the military 
offensive by Sri Lankan security forces 





to recapture the Jaffna area would be 
halted as a result pf the air drop, it was a 
misplaced ехрефайоп. The offensive 
continued and lomats in Colombo “ 
said that New hi was obviously un- 
happy at Sri Lan}a’s response to what 
India called its “ffosifive” signals — ап 
apparent attempf to resume negotia- 
tions for solving the ethnic conflict. 

Moreover, supporters of the ruling 
United National Party were among 
those who organised a 9 June demons- 
tration outside the Indian high commis- 
sioner's residence in Colombo to pro- 
test against both the air drop as well the 
massacre of 32 Buddhist monks a few 
days earlier. 

Compounding the problems for Co- 
lombo which had been created by the 
Indian action, a group of subversives — 
not connected with the Tamil rebels — 
carried out two daring raids on 7 June: 
one on the Sri Lankan Air Force's main 
base at Katunayake 32 km north of the 
capital and the other at the National De- 
fence Academy in Colombo's southern 
suburbs. Colombo believes that the 
raiders belong to the outlawed Janatha 
Vimukthi Peramuna (JVP), a group of 
southern subversives that have become 
increasingly active in recent months. 

Investigators have found that the 
raiders had used arms taken from an 
army camp in April. Clearly, the JVP, 
responsible for a youth insurgency in 
1971 when thousands of young people 
lost their lives, is now busy collecting 
arms for another putsch. There is an 
awareness in Colombo that it would be 
difficult for the government to fight on 
two flanks — in the north and south — 
and Premadasa has offered an olive 
branch to the JVP saying that its pros- 
cription will be lifted if it would engage 
only in legitimate political activity. @ 









ing to themselves that India had met its 


boats in the convoy flew Red Cross of Pigs. 

flags. Before sailing the pressmen hc party returned to 
О ба sr mpeg cv Madurai morning and in the 
Тайша» starving population and the fügt back te New Dell, Bot in tala. 
boats would turn if Sri Lanka ob- air it was announced that the aircraft 
jected to their entry into its territorial was headed for Bangalore, the South- 
waters. em of the In- 
Just beyond Indian waters and near dian Air Force. It was revealed 
Sri Lanka's Katchathivu island, the Sri an cto vj АНЫ 

Lankan frigate Edithra was sighted. air supplies over J 

At about 5:15 p.m., CGS Vikram re- Only 35 of the reporters, 

ceived its first message from Edithra this correspondent, could be 

asking the vessels not to enter Sri Lan- modated in the 

kgn waters, and re. rq began took off at 4 p.m. and were escorted by 
between the leader доене к) four Mirage The 

_ Cdr О. T. C. Samarasekra of . aircraft radio contact with 
The anchored in Indian waters. Colombo, but were 

At about 8:30 p.m., it was announced ing to about 1,500 ft between Jaffna 
that thg Sri Lankan commander had — town and its airport, the AN32s drop- 
clear orders to intrusion and alban remp rinden ot A roa 
that he do so with all the air drop, Operation 

means at his command.” The vessels Garland, was over in two hours and 
turned back. Reporters began mutter- covered 1,000 km. — Salamat АН 
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By Charles Smith in T 


he struggle for the succession to 
Prime Minister Yasuhiro Nakasone 
leader of Japan's ruling Liberal 
mocratic Party (LDP) remains, at 
| least in theory, a wide open affair with 
| the three so-called “new leaders," 
| Shintaro Abe, Kiichi Miyazawa and 
| Noboru Takeshita, and one dark horse, 
ISEDP P President Susumu 
| Nikaido, all very much in the running. 
| But the position can be said to have 
| crystallised following a meeting on 3 
| June at which 118 members of the 
| Tanaka faction — LDP's largest — 
| threw their support behind Takeshita, 
| the реу secretary-general. 
К. fore the 3 June rally, Takeshita 
| was the acknowledged boss only of the 
| le E of three warring sub-groups 
| within the big faction surrounding 
rmer prime minister Kakuei Tanaka, 
ereas his two main rivals, party exe- 
| cutive council chairman Abe and Fi- 
| nance Minister Miyazawa, are both fac- 

. tional bosses in their own right. It is now 
| clear that the overwhelming majority of 
| Tanaka faction members would support 
| Takeshita as party leader, even though 

minority of veterans — includin 
anaka himself — continue to regar 
him as an upstart. 

— Relations between Takeshita and 
| Nikaido, the faction's titular leader and 
| himself a candidate for the leadership, 
| continue to be tense. But it ap 
| likely that Nikaido can turn ba 


| tact with Nikaido, and the 32-strong fac- 


The primary election formula for 
choosing a LDP leader will be invoked if 
four or more aspirants for the party 
leadership manage to collect the mini- 
mum of 50 signatures from LDP MPs 
needed to register their candidacies by 8 
October, the nomination deadline. 
Whether or not there is a primary elec- 
tion, Takeshita's chances look better 
than those of his rivals. 

As the leader of a 118-strong sub- 
group within the 141-man Tanaka fac- 
tion, Takeshita already controls more 
support at the parliamentary level than 
Miyazawa or Abe (whose factions 
number 89 and 85 members, respec- 
tively). Factional support at the par- 
liamentary level should translate into 
grassroots strength in a primary elec- 
tion if only because Takeshita's sup- 
porters within the Tanaka faction can 


PHOTOS AP 


| Takeshita “tide” though, by using his | £ 


D access to Tanaka, he may still be able to 


Ж 
. ing over the factional leadership. 
= With more than three-quarters of the 
| members of the party's largest faction in 
his pocket, and with the advantage of ap- 
| parently cordial relations with Nakasone, 
| Takeshita should now be able to begin 
| sounding out other factional leaders on 
| the terms under which he might assume 
| the party leadership when Nakasone 
| steps down inlate October. The first con- 
| tacts between Takeshita and Abe may in 
| fact have begun i But, as leader 
| ofthe fourth-largest LDP faction and as 
. one of three top office-holders within the 
. party, Abe is likely to dictate fairly stiff 
© terms before agreeing to surrender his 
own claims to the succession. 
| .. An alternative to a negotiated trans- 
| fer of power would be an open “pri- 
| mary" election in which candidates for 
| the party leadership would compete for 
| support among the LDP's 2.5 million 
rank and file members, before staging a 


final run-off between two candidates in 


. à poll confined to LDP members of the 
parliament. 


prevent Takeshita from actually tak- |, 


be expected to throw their constitu- 
ency organisations behind him in the 
run-up to polling day, mobilising more 
cash as well as more votes than their 
rivals. 


Tue weak point in Takeshita's posi- 
tion is that his flank might still be 
turned by an alliance between the 20 or so 
members of the Tanaka faction who 
continue to oppose his candidacy (on 
grounds of loyalty to the ailing Tanaka) 
and two or more of the LDP's middle- 
ranking rou. Groups which may join 
a "stop Takeshita" coalition include the 
Miyazawa faction, whose leader is not 
only out of sympathy with Takeshita 
and Abe but is apparently in close con- 
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tion led by Toshio Komoto, which is 
thought to be too weak to be able to 
field its own leadership candidate in Oc- 
tober. 

A “stop Takeshita” movement of 
this kind could conceivably be based on 
an unwritten bargain between Miya- 
zawa and Nikaido under which the 
latter would act as caretaker leader be- 
fore handing over to a longer period of 
leadership by Miyazawa. But in putting 
together any such arrangement, timing 
would be crucial. According to party in- 
siders, the chances of a caretaker leader 
being chosen to succeed Nakasone 
would be strongest if the prime minister 
steps down as party leader during or be- 
fore the summer holidays — thereby 
throwing the succession question open 
to negotiations among pu elder 
statesmen, instead of allowing the more 
normal and time-consuming procedures 
for choosing a new leader to be fol- 
lowed. 

Speculation that Nakasone might be 
forced out early has stemmed from 
doubts about his ability to manage the 
economy following his "defeat" in the 
nationwide local elections held last 
April. The LDP suffered its worst 
ever losses in prefectural as- 
semblies in those elections. But 
Nakasone appears to have man- 
aged to convince senior party lead- 
ers as well as the influential busi- 
ness establishment that he should 
at least be given a chance to com- 
plete continuing economic pr: 
mes such as tax reform and the pre- 
po of a large supplementary 

udget. Unless this chance is 
rudely withdrawn in the next few 
weeks, he should still be around in 
mid-October to preside over the 
formalities of the election process 
and to influence the choice of his 
successor. 

Nakasone's obvious prefer- 
ence for Takeshita over Nikaido, 
who has been openly critical of the 
prime minister's policies and style, 
is опе more reason why time would 
seem to be on Takeshita's side in 
the long drawn out leadership 
struggle. But it may not follow 
from this that Takeshita can afford to sit 
back and do nothing. Even within his 
own wing of the Tanaka faction some 
Takeshita retainers are apparently 
showing signs of impatience at the boss' 
"low posture" approach and about his | 
tendency to *wait forripe persimmonsto 
fall" — a reference to his refusal to 
declare his candidacy until the nomina- 
tion was thruston himat the 3June meet- 
ing. 

Takeshita seems well equiped with 
the back-room bargaining tecniques 
and skills in personal communication 
needed to succeed in the LDP power 
game. Виг ће could afford to adopt a 

paigning style, his 
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жом Showing the way at the Paris Airshow will Бе Britain’s most advanced fighter aircraft the Experimental Aircraft Programme (EAP) demonstrator, 
st will nrove much of the technoloay for the new European Fighter Aircraft — ЕРА. 





High 
Performance 


British Aerospace’s new Experimental Aircraft — EAP — 
is as revolutionary in the 1980s as the Spitfire was in the 1930s. 

Its design technology is at the frontiers of knowledge to 
achieve levels of aerodynamic agility and pilot control not 
previously considered possible. 

EAP will prove much of the technology for Europe's 
New Fighter Aircraft — EFA. Some 800 EFAs are required for the 
defence of Europe in the 1990s and beyond, demanding a work 
commitment from British Aerospace and its European partners 
well into the 21st century. 

These projects will require experience, skill, and vision — 
the very qualities that helped British Aerospace create supersonic 
CONCORDE, V/STOL HARRIER, the RAPIER low level air defence 
system, the GIOTTO satellite which intercepted Halley's Comet, 
146 the world's quietest jetliner and the ATP Advanced Turboprop 
airliner. 

British Aerospace today designs and builds more types 
of aircraft, defence weapons and space systems than any other 
company in the world. 

Spitfire and EAP might be generations apart but the 
pedigree is the same as is the foresight to provide the 
performance for tomorrow. 
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THAILAND 


The battle of Chong Bok 


Thai army losses turn into a political issue 


By Rodney Tasker in Bangkok 
A келеа battle between Thai and 
ietnamese troops in a remote 
corner of Thailand is gaining political 
dimensions. By some accounts, the 
Thais have suffered heavier casualties 
than have been admitted by the military 
authorities, and an attempt by civilian 
рни to find ош the true story has 

n thwarted. 

The battle in Chong Bok pass, in a 
distant, mountainous area near the 
point where the borders of Thailand, 
Laos and Cambodia converge, has been 
capturing headlines in the Bangkok 
press for the past five months. But the 
military's figures for the number of Thai 
troops killed are now being seriously 
questioned by politicians and others. 


Military spokesmen have reluctantly | 


said that a total of some 70 Thai soldiers 
have been killed since the fighting 
began in January. But foreign milita 


analysts, as well as some Thai politi- |: 


cians, believe that as many as Thai 
soldiers have died in an attempt to oust 
the Vietnamese from their well-bunk- 
ered positions on a series of hills in the 
area, penetrating as far as 2-3 km into 
Thailand’s northeastern Ubon Ratcha- 
tani province. 

The Thai public was not aware until 
January that Vietnamese troops were in 
the area — the Vietnamese have 
160,000 troops occupying Cambodia. 
Until that time, the Thais were probably 
keeping to their unwritten rule that 
Vietnamese troops fighting Khmer re- 
sistance forces would be ignored as long 
as they did not venture too far into Thai 
territory and as long as they appeared to 
be using Thai territory in transit to seek 
the guerillas out, rather than using oc- 
cupied ground to seal the border. 

The Chong Bok pass is in Thailand’s 
Nam Yuen area, which has been used by 
the Khmer Rouge — by far the most ef- 
fective Khmer resistance faction — as a 
route to infiltrate Cambodia. Khmer 
Rouge troops in this area are controlled 
by Son Sen, now proclaimed as their 
new military commander following the 
“retirement” in 1985 of Pol Pot, who 
nevertheless commands Khmer Rouge 
troops to the southeast, along Thai- 
land's southern border with Cambodia. 

Thai operations against Hanoi's 
forces in the area, estimated to be sev- 
eral hundred, began in January 
(REVIEW, 30 Арг.). In March, Thai 
army @ommander Gen. Chaovalit Yong- 
chaiyut visited the area with a large 
group of journalists, when he pledged to 
retake the hills from the Vietnamese. 

The following month, Lieut-Gen. Is- 
sarapong Noonpakdi — the commander 


of the Thai 2nd Army, and an officer 
who is looked on as one of the con- 
tenders for a much higher position in the 
Thai military — ordered an-assault on 
the strategic Hill 500 and other lower 
hills occupied by the. Vietnamese. Ac- 
cording to independent observers some 
45 Thai troopers were killed in what in 
hindsight seems a misguided attack, 
mainly because the Vietnamese posi- 
tions were surrounded by minefields 
and Vietnamese artillery in. Cambodia 
rained accurate 105-mm and 130-mm 
fire on the advancing Thai forces. 

"That day saw more carnage, by 


Thailand's standards, than any other 
engagement between Thai and Viet- 





namese troops," one foreign military 
analyst commented. An army spokes- 
man admitted to the REVIEW that there 
were “heavy casualties" during the en- 
gagement because of intense Vietnam- 
ese artillery fire, and the fact that enemy 
troops were well dug-in. The Vietnam- 
ese were also well supplied by road 
from Cambodia, whereas Thai troops 
had poor logistical back-up. But he 
cautioned that those “spreading 
rumours about high casualties har- 
boured bad intentions." 


T Thais had to withdraw, though 
statements from various military 
spokesmen had it that the Thai army 
would keep up the pressure to push the 
Vietnamese out of Thailand. The Thais 
may well eventually accomplish this, 
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even though they have failed in their ini- ` | 
tial bid to remove the Vietrramese be- | 
fore the onset of the current rainy sea- 
son, but even by official figures they 
have lost more men than in any other 
engagement agdinst the Vietnamese 
since Hanoi occupied Cambodia in late 
1978. 

One theory among military analysts 
has it that when Chaovalit and his gen- | 
erals talk about a maximum of about 70 
Thai soldiers killed, they are referring 
to Thai army regulars. But Thai Arm 
Secretary Maj.-Gen. Naruedol Dej- 
pradiyuth insisted to the REVIEW that 
the final total of Thai casualties since 
January was “about 70,” and this in- | 
cluded regular and amie eon forces. - 
The brunt of the fighting in Chong Bok 
oe has been borne by paramilitary 
orces, called Taharn Pran, but gener- 
ally — and often inaccurately — re- 
ferred to in the local press as Rangers. 

The high profile adopted 
Chaovalit, still regarded by political ob- 
servers as the successor to Prem Tin- 
sulanond as Thailand's next prime 
minister, over Chong Bok may puta . 
substantial dent in his political ambi- 
tions. Some feel he needed a Chong 
Bok victory to carry under his arm as à 
contender for political power. 

This may have been in the mind of 
opposition leader Samak Sundaravej, 
leader of the Prachakorn Thai party, 
when he tried to table a motion in par- 
liament questioning the defence minis- 
ter on the Chong Bok situation. But 
Samak's motion was blocked, and 
Chaovalit subsequently told newsmen 
that those DRE tbe operation in 
Chong Bok should warned to be 
careful, because they were impinging on 
national security. 

Assistant army commander Gen. 
Sunthorn Kongsompong publicly took 
issue with Samak over the Chong Bok 
affair, and the morning after Samak 
wrote a column in his Daily Mirror 
newspaper on 28 May drawing attention 
to this, two grenades were hurled into 
the newspaper's offices. 

Public awareness was thus again 
drawn to Chong Bok, even though peo- 
ple in Bangkok generally feel very dis- 
tant from the scene of the fighting. In a 
surprisingly frank article in the usuall 
pro-government Bangkok Post on 30 
May, a “Special Correspondent” 
started off by asking: *Did something 
go seriously wrong with the Chong Bok 
military operation — this question has 
been reverberating on several levels 
during the past few weeks as the nation 
tried, unfortunately without much suc- 
cess, to find out what happened on the 
battlefront." 

Chong Bok, a military operation in a 
country inured to frequent cross-border 
skirmishes between Vietnamese and 
Thai troops, may well prove to be a valu- 
able weapon in the hands of the political 
opposition. Ithas been a costly and bloody 
experience for the Thai military. п 





)y Paisal Sricharatchanya in Betong 

n the aftermath of a mass defection 

more than 600 ethnic Chinese Ma- 

ysian communists, Thailand's south- 
rn-based 4th Army Region is gearing 

p to cope: with a potential new secuti- 

reat Thai officers and residents in 


aratists operating from sanc- 
s-on the Malaysian:side may try 
xtend their influence into the Thai 
, for a long time 
til the latest: defection, had been the 
The ‘653 defectors who laid down 
heir arms'and reported to the Thai au- 
horities during Marchand April com- 


st-Leninist faction, formally known as 
he: Communist Party. of * Malaysia 
PMAL). The 4th Army has now step- 
ped up pressures to force the surrender 
(f the original Maoist faction — the 
mmunist Party of Malaya (CPM), 
with an estimated 850-880 men. 

After initial negotiations broke 
n, the Thais mounted a large-scale 
ary operation during.7-31 May in 
ich а string of the Maoist faction’s 





ient are concerned that | 


sed the entire strength of a.Marx- | 


‘rule and later against. 
"Kuala Lumpur -—toliber 
vate Pennisular Malaysia. 


negotiations 





camps in the Sukhirin District. east of 
Betong were destroyed. Two Thai sol- 
diers were killed and 26 wounded in the 
drive. “They are bad boys and we want 
to teach them a lesson. We are cutting 
off their supply routes for two months 
before resuming any talks," said 4th 
Army Region deputy commander Maj.- 
Gen. Opas Phothipaet, 
Senior. Thai officers 
see the CPMAL's disin-. 
tegration as the beginning. 
of an end to a long-stand- 
ing . security — nuisance. 
(REVIEW, 28 May). For 
the past 39 years, gueril- 
las of the two factions had 
been’. waging ^a. futile 
armed struggle from Thai 
bordér sanctuaries — first 
against British colonial 


The slow: progress іп 
‘with: the 
Maoist faction was attri- 








clear-cut 





























amar tructure. Its 
legendary retary-general Chin Peng, 
old and in poor health, is believed to be 


“| in China, leaving the guerillas under the 


control of individual commanders who 
are apparently bent on protecting their 
influence. By contrast; the CPMAL was 
led by Chang Chung Ming, who report- 
edly holds authoritative sway over his 
men. 

At à colourful welcoming ceremony 
presided over by Thai army commander 
Gen. Chaovalit Yongchaiyut on 2 June, 
Chieu етп — Changs deputy — 
heaped praise at Chaovalit for the suc- 
cess of the Thai Govern- 
тепе amnesty program- 
me. Chaovalit responded 
by conveying “the good 
wishes of Prime Minister 
Prem” Tinsulanond апа 
told the gathering crowd 
of about 500 that the au- 
thorities would provide 
‘necessary assistance «to 
ensure their peaceful 
and brotherly coexistence 
with the Thats. 

The ceremony; attend- 
ed by a large throng of 
Thai and Western pena 
men, took place at: 

sprawling jungle den 
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ing north of Betong town 15 
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Malaysian border. New- [ - 
Y named “Piyamitr 

anakham" роон 
Forest), the village will 
house about 250 while 
the remainder will be 
scattered around four 
other smaller resettle- 
ment sites along the bor- 
der. 

Despite the fact that 
majority of the defectors 
are ethnic Chinese of Ma- 
laysian nationality, all are 
accorded the formal title 
of "participants in nation- 
building," or the same 
treatment as defectors 
from the outlawed Com- 
munist Party of Thailand 
(CPT). Chieu Jern insisted that the 
group did not surrender but responded 
to the Thais' call for peace. 

Questioned whether the group has 
now dropped its "liberation" ideology, 
Chieu Jern stated: “We are pragmatic. 
Our concern now is on development to 
bring about prosperity to this part of 
Thailand and well-being for ourselves. 
We have no time to think about ideo- 
logy.” Chang was not present at the 
meeting with the press. 

According to Opas, the Malaysians 
offered to shoulder half of the re- 
settlement costs — an offer he said is 
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unlikely to be taken up. 
“All of them view Kuala 
Lumpur negatively and 
none wants to repa- 
triated," disclosed one 
senior Thai source. 
About Baht 10 million 
(US$388,350) will be 
spent for a one-year re- 
habilitation programme, 
after which all the settle- 
ments will be developed 
into strategic develo 
ment-cum-defence vil- 
lages. 

Betong's economy ap- 
pears to have received a 
positive boost in the post- 
defection period. The 
price of farm land, for in- 
stance, has doubled in some localities. 
But on the other hand, senior officers 
like Opas share the same concern as some 
local residents that the Muslim sepa- 
ratists may be trying to fill in the gap. 

“The Chinese communists used to 
provide protection for those engaged in 
various businesses here — in return for 
illegal taxes and protection money. 
Now that they are gone, it remains to be 
seen whether the military authori- 
ties will provide adequate protec- 
tion,” commênted one Betong resident. 
Unlike the communists’ known lenient 
approach to the local populace, the 


Following the Ordinary and Extraordinary General Meetings of Shareholders on May 26, 1987, the 
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pagnie Financiere de Suez as well as to Societe General, Paribas, B.N.P., U.A.P, and Credit Lyon- 
nais. The 2,516,000 shares, issued at FF 532 per share and representing FF 1,338.5 million in new 
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FREE STOCK PURCHASE WARRANTS 
The Board of Directors, at a meeting scheduled for June 22nd, will decide on the distribution to all — 

shareholders of free stock purchase warrants. The detailed terms and conditions will be announced аї 

that time. These warrants will be listed on the stock exchange. 
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Muslims are said to be more ruth 
Tension between the Muslims and 
the ethnic Chinese here — the latter 
group comprises over 50% of Betong 
district's roughly 40,000 people — is not 
new. In 1981, units of the Pattani Unit- 
ed Liberation Organisation (Pulo) kill- 
ed scores of ethnic Chinese in a series of 
attacks on the Betong-Yala highway. 
Pulo's aim at the time was to upset the 
communists’ influence. 
Like the vastly diminished СР 
strength in southern Thailand, Pulo and 
another, larger separatist movement, 
Barisan Revolusi Nasional (BRN), 
which were formerly active in the four 
Muslim-dominated Thai border pro- 
vinces, has been hit by massive defec- 
tions in recent years. Together they are 
estimated to field no more than 400 men 
today, most of whom are believed to be 
operating from sanctuaries on the 
laysian side. A third movement, Bari- 
san Nasional Pembebasan Pattani has 
disintegrated. M 
Rather than calling them "separatist 
movements" and run the risk of upset- 
ting the international Muslim communi- 
ty, Bangkok has long opted to descri 
Pulo and BRN as "terrorist ba 
movements." While the Thais are set to 
hit at these movements — once the te- 
maining CPM problem is resolved — 
— they may prove to be a more elusi 
target. u 
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On to greener pastures 


The 1997 jitters cause an exodus of professionals 


. By Emily Lau in Hongkong 
p А" exodus of professional and busi- 
ФРА ness people due to jitters over 
 Hongkong's future after 1997 — when 
China resumes sovereignty from the 
- British — is causing concern, with tens 
| of thousands of well educated and skill- 
. ed people migrating to Canada, Aus- 
| tralia and the US this year. 
| Executive search companies say they 
are already feeling the pinch, which was 
. the result, in part, following decisions 
| last year by these three receiving coun- 
tries to liberalise their immigration 
policies. People who put in their appli- 
© cations to emigrate to Canada and Aus- 
tralia then are starting to leave, leading 
to a shortage of professionals — espe- 
. cially in the financial sector and 
| the computer industry. 
|. A senior Hongkong Govern- 
. ment official, who recently wit- 
. nessed a Canadian immigration 
- officer inviting the owner of a 
| successful stationery shop in 
; Hongkong’s Central business 
. district to emigrate, said he was 
| offended by such a blatant at- 
| tempt to solicit immigrants. 
Canada and Australia have 
| been singled out by critics 
| as countries capitalising on the fear 
| of 1997, when Hongkong will become 
a special administrative region of 
China. 
___ In response to such criticism, Nigel 
"Thomson, an immigration counsellor at 
the Canadian Commission, told the 
REVIEW that his government does not, 
| for example, advertise or hold promo- 
tional seminars to attract immigrants. 
. He denied Canada was taking advan- 
_ tage of Hongkong's plight, noting that 
. Ottawa has had a long-standing com- 
 mitment to the stability of Hongkong. 
| Canada's worldwide immigration quota 
. for the current year is 125,000, with 
. more than 10,000 expected to come 
_ from Hongkong. 
.. While emigration is becoming a hot 
topic of discussion in Hongkong, statis- 
tics do not suggest a huge exodus — at 
. least not yet. Many potione talk of 
leaving in the next five years, but most 
feel there are a few more years yet for 
money-making. They consider the early 
1990s as “crunch” years. 

Since mid-1983, when Sino-British 
| negotiations on Hongkong’s future 
| began in earnest, more than 30,000 peo- 
ple have emigrated to Canada. During 
the same period, about 18,000 have 
moved to Australia. Emigration to both 
Canada and Australia has increased 
steadily in the past p hep Thomson 


. said the height of Hongkong emigration 
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to Canada was from 1973-76, when 
more than 11,000 people per year took 
advantage of Canada’s then liberal im- 
migration laws. 

e US' annual quota for Hong- 
kong-born Chinese has been increased 
from 600 to 5,000, effective 1 October. 
This does not include Hongkong resi- 
dents who were born in China. Chinese- 
born residents come under China's total 
annual quota of 20,000. 

Over the past nine years, an annual 
average of 9,800 Hongkong residents, 
including a few non-Chinese, have had 
their immigration applications ap- 
proved by the American Consulate in 
Hongkong, with about half of these 
Hongkong-born and about 
half China-born. The figure 
for 1986 was 7,585. Today, 
there are about 35,000 Hong- 


kong residents with approved appli- 
cations awaiting their turn to emi- 
grate. 


Н 22% Chief Secretary David 
Ford told the Legislative Council 
(the law-making body) on 13 May that 
100,000 people had left the territory 
between 1980 and 1984, the year the 
Sino-British joint declaration on Hong- 
kong’s future was signed. In 1985-86, a 
further 25,500 emigrated, he said. Gov- 
ernment figures show that 183,868 peo- 
ple have emigrated over the past 10 
years. 

Ford said the number of pepe 
emigrating on average per year 
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because *many Hongkong 
Chinese who have obtained citizenship 
or permanent residence in other coun- 
tries are now returning because of bet- 
ter job prospects and other attractions 
here." Last year more than 8,000 
former Hongkong residents returned to 
the territory on foreign passports, he 
said, adding: "This is an encouraging 
trend." 

However, last year saw a dramatic 
increase in the number of certificates of 
no criminal record issued by the police 
department here. The pube of these 
documents issued serves as an indicator 
of emigration numbers because the cer- 
tificates are required of immigration ap- 
plicants by most countries, though not 
everyone who applies for a certificate is 
a potential emigrant. The police are is- 
suing about 200 of the documents a day 
and would probably be issuing many 
more if their resources were not se- 
verely strained. 

If the number of certificates issued 
each year is compared with the number 
of successful emigrants, it becomes 
clear that many emigration applicants 
fail in their efforts. However, those who 
succeed are probably among the best 
educated and otherwise qual- 
ified applicants. Observers say 
the successful applicants repre- 
sent a massive brain drain from 
Hongkong that threatens to 
decimate the business, finan- 
cial and legal professions and 
they say the situation will prob- 
ably get worse in the run-up to 
1997. 


However, Ford said there 
were good indications of the 
general level of confidence in 
the future. Investment in plant 
and machinery increased by 
8% in real terms in 1986 over 
the previous year, he said, and 
the retained imports of indus- 
trial machinery — an impor- 
tant indicator of investment in 
the manufacturing sector — in- 
creased by 26% in real terms. 
Such figures, however, only in- 
dicate short-term confidence, 
since the consensus within the 
business community here is 
that three- or four-year invest- 
ments are still profitable. 

On the property front, Ford said 
13,000 home-ownership scheme flats 
put on the market last year by the gov- 
ernment was 18 times oversubscribed 
and the value of agreements for the sale 
and aa of property also increased 
by 32% last year. However, the increase 
in demand for property was probably a 
result of more units coming on stream 
after a period of stagnation a few years 
ago, due to uncertainty over th@terri- 
tory’s political future, and so cannot be 
taken as an index of long-term confi- 
dence. 

The doors to Canada and Australia 
were flung wide open last year when 
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both countries relaxed their immigra- 
tion policies. In the past two years, 
Canada and Australia revived the cate- 
gory of “independent skilled migrants,” 
aimed at young people with skills sought 
by the two countries. 

Professionals in demand include 
computer programmers and analysts, 
electrical and industrial engineers, eco- 
nomic analysts, social-science mana- 
gers, medical and health administrators, 
financial and personnel managers, 
speech therapists, physiotherapists and 
occupational therapists — many of 
whom are in short supply in Hongkong. 

An immigration official at the Aus- 
tralian Commission said between 60% 
and 70% of immigration applications 
they approve are “family-reunion” ap- 
plications. Since 1983, however, Aus- 
tralia has also been looking for business 
migrants. Investor migrants are re- 
quired to put up business capital of at 
least A$500,000 (US$357,142), while 
entrepreneurs are expected to have at 
least A$150,000. Between 1984 and 
1986, about 580 business-migrant visas 
were issued and the figure is expected to 
be much higher for the current year. 




































Imost twice that number of Hong- 
kong business people and their 
families have been granted immigrant 
entrepreneurial visas to Canada over 
the past four years. Thomson said no 
minimum investment is required, with 
some starting with as little as C$25,000 
(US$18,684). Investor immigrants have 
to commit 10 times that amount in re- 
turn for the right to be allowed to live in 
Canada permanently. Almost half of 
the Canadian visas granted to Hong- 
kong immigrants since the immigration 
policy was liberalised in 1983 were is- 
sued under the entrepreneurial and in- 
vestor categories. 

Chinese officials here express con- 
cern at the emigration trend but con- 
cede there is little they can do to stop the 
outflow. An article in the official Out- 
look weekly magazine in January esti- 
mated that about HK$7 billion 
(US$897.4 million) had been siphoned 
out of Hongkong by emigrants to 
Canada and Australia and the US in 
1985-86 alone. A diplomatic source said 
the Canadian, Australian and US mis- 
sions here withhold vital facts and fig- 
ures on Hongkong immigrants in order 
not to upset or embarrass the au- 
thorities. 

The fear of living under Chinese 
communist rule after 1997 has driven 
«many families to seek the right of abode 
in English-speaking countries in the 
West. Recent hardline remarks by 
Chinese officials, including Chinese 
elder statesman Deng Xiaoping, over 
the pice of political reforms in Hong- 
kong have dealt a big blow to local con- 
fidence and bolstered suspicion that the 
Chinese will interfere in Hongkong's in- 
ternal affairs. 

The biggest shock came with China's 
















































+ 


_ ~ Which international — 
. hotel chain is really — 
% going places in China 





Ernst Zimmermann 


Assistant Vice President and 
Director for China 


Holiday Inn is pioneering hotel development 
in China like no other hotel chain can. + 
Ernst Zimmermann, our Director for China, 
has made a commitment to develop 20 Holiday 
Inn hotels in China by 1993. It's a commitment 
to provide you with hotels that offer our reliable 
international standards, friendly service and 
value for money. 
Already we're in destinations as vital as 
Beijing, as scenic as Guilin and as exotic as 
Lhasa, Tibet. And with hotels planned for Xian. 
Dalian, Guangzhou, Shanghai and Chongqing. 
Д we'll soon be in all the locations you need to 
be... and want to be. 


AÀ * Holiday Inn... | 
We care about the small things in life. - 


Asia • Pacific 
For reservations please contact your travel agent or your nearest Holiday Inn hotel. P 
For further information. please contact our Regional Sales Office. 3 

c/o Holiday Inn Harbour View Hong Kong. TST PO Box 98468, 
70 Mody Road, East Tsim Sha Tsui, Kowloon, Hong Kong. 
Tel: 3-7215161. Telex: HX 38670. Cable: INNVIEW. 
Holiday Inn Hotels in Asia-Pacific 
Bangalore * Lido Beijing • Bombay * Colombo * Guilin • Golden Mile Hong Kong 
Harbour View Hong Kong * Islamabad * Johor Bahru * Kanazawa * Karachi 

City Centre Kuala Lumpur * On The Park Kuala Lumpur * Kuching * Kyoto * Manila 24 
Nagasaki • Nankai-Osaka • Narita • Penang • Park View Singapore • Royal Singapore E 
Surfers Paradise Australia • Menzies Sydney * Tokyo * Toyohashi • Yokohama 2% 1 
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struggles as in the past. 
| Тпогдег to secure a foreign bolthole 
| — while continuing to make money in 
. Hongkong — some husbands have sent 
_ their wives and children abroad to their 
| new countries to serve out immigration 
| residency requirements of from two to 
three years. Areas in Sydney and Van- 
| couver where EORR wives congre- 
gate to pass the time while serving out 
| their "immigration sentence" are 
_ known as “widow streets." After be- 
| coming permanent residents or citizens 
| of their adopted countries, some of 
these families return to Hongkong to 
| work as expatriates, only to leave again 
“at the drop of a handkerchief,” said 
| Urban Councillor Walter Sulke. 
| An executive-search firm profile of 
successful emigration applicants under 
relaxed Canadian and Australian 
policies suggest that Hongkong emi- 
| 























grants are people in their 30s, univer- 
Sity-educated or professionally qualifi- 




















| Suspended sentences 
for journalist activists 
m 

. By John McBeth in Seoul 
к Mee at Seoul 
| ҹы? district courtroom 
_ No. 13 stood and clapped 
_ as three journalists were 
| sentenced to suspended 
| prison terms on 3 June 
| forleaking what the pro- 
_ secution claimed were 
| state secrets, though de- 
_ fence lawyers later ques- 
| tioned why they should 
. have been convicted at 
| all. 




















| Judge Park Tae 
| Bum sentenced Kim 
Tae Hong, 45, to 10 
= months’ jail, suspended 
for two years, and Kim 
Joo Eun, 33, to eight 
| months’ imprisonment, 
suspended for one year. 
He set aside a penalty 
for the third defendant, 
Shin Hong Bom, 40, without explana- 
tion. Prosecuting attorneys, who had 
earlier asked for three-year jail terms, 
said they would appeal against the sen- 
tences. . 
Although it was the first time jour- 
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ed, married with young children, with a 
middle-class background and with total 
family assets of around HK$1 million. 
Some professionals and businessmen 
have purchased passports from South 
American countries, but they regard 
these as countries of last resort, not 
realistic alternatives to Hongkong. So 
when Canada and Australia open their 
doors, they jump at the offer. 

John Turner of PA Consulting Ser- 
vices says Canada and Australia are at- 
tracting well-educated, well-trained pro- 
fessional executives Hongkong can least 
afford to lose. C. K. Lau of Norman 
Broadbent, another executive-search 
company, estimates that at least 100 
bankers between the ages of 28 and 35 
will emigrate in the coming 12 months. 
Because of the turnover due to emigra- 
tion, a few banks have decided to only 
hire people with foreign passports. 

A spokesman for the Hongkong and 
Shanghai Banking Corp. said more than 
40 local senior ane officers resigned 
in the first quarter of this year, mainly to 
emigrate to Canada and Australia. Last 
year more than 30 resigned. The 
number of local officers in the bank is 
only 600. 


nalists had been brought to trial on 
politically related charges since Presi- 
dent Chun Doo Hwan came to power in 
mid-1980, defence sources had pre- 
dicted some days beforehand that the 
three would not be sent to jail. In his 
brief summing up, Park acknowledged 
that the defendants were seeking to nor- 
malise South Korea's press system, but 
he said they had gone too far and al- 
lowed themselves to be exploited 
"for [North Korean leader] Kim Il 
Sung's benefit." 

e three journalists 
were arrested last De- 
cember and charged with 
violating the National 
Security Law after the 
"En. aine magazine 
Mal (Words) devoted al- 
most an entire issue to 
a chronological listing 
of alleged government 
"guidelines" issued to 
South Korean news- 
papers over a 10-month 
period in 1985-86 
(REVIEW, 19 Mar.). Mal 
is published by the 
Council for Demo- 
cratic Press Movement 
(CDPM), a group of 
about 80 former jour- 
nalists from the print and 
broadcasting media who 
lost their jobs in govern- 
ment press crackdowns in 1974 and 1980. 

A Hankuk Ilbo newspaper copy 
editor before his arrest, Kim Joo Eun 
is said to have supplied the more than 
600 directives to the two other accused. 
Shin is a one-time Chosun Ilbo foreign 
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Turner said the outflow of profes- 
sionals is a big concern. He said govern- 
ment statistics show that there were 
only 173,000 local people in Hongkong 
who had completed tertiary education 
as of 10 years ago. Many of these people 
are now in their 30s and contributing to 
Hongkong’s success in a very effective 
way. When the number of people who 
have emigrated from Hongkong over 
the past decade is set against this figure, 
one can see the cause for concern as this 
small number of well qualified individu- 
als entering their prime is likely to dwin- 
dle further if nothing is done to halt the 
emigration tide. 


Tus warned that the exodus of 
professionals will put a brake on 
overall economic expansion. To remedy 
the situation, he urged the two univer- 
sities and two polytechnics to expand 
their capacities and place more em- 
phasis on curricula such as electronics, 
engineering, computing and business 
studies. 

The emigration phenomenon has so 
far not severely affected the 180,000- 
strong civil service. Government figures 
show that since 1984, less than 900 civil 





deskman, while Kim Tae Hong is the 
СОРМ general secretary and a former 
president of the Korean Journalists As- 
sociation who was imprisoned in 1980-81 
for alleged violations of the then Anti- 
Communist Law. 

Officials insisted that the three were 
not being punished for the act of actual- 
ly publishing the directives, but for 
specific passages which are said to have 
disclosed confidential information. In 
two of the eight counts, the judge disag- 
reed, saying the deployment of General 
Dynamics F16 interceptors to South 
Korea and, interestingly enough, the 
presence of nuclear weapons in US ar- 
senals on the peninsula, had already 
become public knowledge. 

Perhaps the most startling feature of 
the trial was the judge's sudden decision 
after the sixth hearing to cut off the de- 
fence case and bring proceedings to a 
hasty conclusion. СОРМ chairman 
Song Kun Ho and former Dong-A Ilbo 
editor Park Kwon Sang had given evi- 
dence, but the defence planned to call 
24 other witnesses, including a high- 
ranking official of the Ministry of Cul- 
ture and Information, the editors-in- 
chief of South Korea’s four major news- 
papers, and Seoul-based соггеѕроп- 
dents of foreign newsagencies. А 

_ Defence lawyers raised strong objec- 
tions to the ruling, openly asking whe- 
ther it was the result of outside political 
pressure. Judge Park, who had earlier 
accepted the list of defence wit@esses 
and had even issued a summons against 
six of them, declined to provide a clear 
answer, saying it was a proper course to 
take and that no further testimony was 
required. ES 








- > + 1 2 - жє 
же Ses Же саша быб Ea 





as under 2%. ~ 






niversity political science lecturer 
(ееп Cheek-Milby indicates that 





easons given for leaving, apart from 
'tirement, include emigration and fear 


ians and potential meddling by 






e in coming years and should 
sh a climax in the early 1990s, immi- 

-| gration policies in Western countries per- 
»mitting. The general consensus-is that 
Hongkong still has a few more years for 
^| making money, but the 1990s are re- 
| garded as crunch years. The flight of 

| capital is less visible and far easier to 
achieve. As a pro-Peking banker once 
:told Ji Pengfei, Chinese state councillor 














Macau Affairs Office: “Just one telex, 
and all the money will be out of Hong- 
g ” К 
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. ; The prosecution contended during 
the trial that the Ministry of Culture and 
Information only requested the coop- 
eration of newspapers in its handling of 
various news items and that the final de- 
| cision was up to them. But Song told the 
| court that the guidelines could hardly be 
described as a simple request for coope- 
| ration because they were usually pre- 
] sentedinan extremely threatening way. 
"Two days before the judge delivered 
his verdict, South Korean prelate Cardi- 
nal Stephen Kim Soo Kwan awarded 
the three defendants the first Catholic 
Prize for Journalists, saying they had 
| "devoted themselves to the realisation 
of a genuine press despite many trials." 
2 Some court observers thought the 
| conduct of the trial and the relatively le- 
| nient sentences could have been linked 
to growing international interest in the 
case, something the judge referred to in 
| his summing up. They also pointed to 
| the recent public outcry over the cover- 
| up. of the torture death of a student ac-, 
| tiVist and the president's subsequent 
| cabinet shake-up. px 
|... What that signalled in the long term, 
however, was far from clear. South 
¿Korea's major newspapers have be- 
come much bolder over the: past. year 
and are printing critical political com- 
mentaries that would never have been 
permitted in the earlier years of Chun’s 
гше. But human-rights groups were 
“hardly: encouraged a day after the. Mal 
| verdi when police searched the 
M offices and seized copies of 









iting more than two years ago. 
The: offending article th 


with North Korea. 





However, a recent survey of civil-. 
Service union leaders by Hongkong 


3% of those interviewed said they: 
OUR leave the civil service after 1997, |. 


political interference. from local |, |. 





¢ emigration problem is likely to 


| and head of Peking's Hongkong and 
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Access highly specialized information : i 
about China's economy and manufacturers u 
to three months before publication. 

































As a result of the collaboration between Nihon Keizai © a 
Shimbun and China Statistical Information and Consultancy 
Service Center, you can now easily access the system | | 
“MEEDS-CHINA”’ for vital data about China's economy 
and leading manufacturers — through on-line computer 
systems, magnetic tapes or hard copy up to three months 
before státistical survey püblication: 7: 


Economic Data 

*geographical data — population distribution, area, 
temperature, precipitation levels 

‘industrial index data — number of employees in each 
classified industry, agricultural production, industrial 
production, volume of transported goods g^ 

*consumer prices, household consumption, public finance, 
banking, insurarice; trade ; 

*16,000 itemized data; 8,000 updated monthly 


Manufacturing Corporate Data 
*numerical data — gross industrial output value, net sales, i 
profits, original value of fixed assets, number of employees 
*directory data — addresses, telephone numbers, names of 
- factory managers and supervisors in 2,000 leading 
manufacturers 
А comprehensive data bank of 10,000 medium-sized 
manufacturers will be compiled in August 1987): - 





Can you afford to base your decisions on data that's. 
already out of date? 
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The absent member 


Forum countries offer to send mission to Fiji 


By Robert Keith-Reid in Apia 


Te 29-30 May meeting of the South 
Pacific Forum in the Western Sa- 
moan capital of Apia was dominated by 
discussion of the consequences that the 
14 May Fiji military coup might have for 
the region. The 14 of the 15 members 


| pe agreed that Australian Prime 


nister Bob Hawke, his Solomon Is- 
lands counterpart, Ezekiel Alebua, and 
Henry Naisali, the former Tuvalu fi- 
nance minister who now is director of 
the forum's secretariat, the South 
Pacific Bureau for Economic Coopera- 
tion (Spec), should be dispatched to 
Suva on a mission. 

The forum's hope was that the trio 
might be able to мр devise a form of 
government under which Fijians, a 46% 
minority, and Indians, 49%, can 
resume a reasonable degree of co- 
existence in the wake of the coup, in 
which a newly elected Indian-domi- 
nated coalition government was toppled 
by the almost 100% Fijian 2,500-man 


But the early indications from the in- 
terim administration set up by Fiji's 
Governor-General Ratu Sir Penaia 
Ganilau after the coup, were that inter- 
vention by the forum was unnecessary, 
though after his return to Canberra, 
Hawke remained optimistic about play- 
ing a role in settling the crisis. “As we 
understood it, however, [Suva’s reac- 
tion] was in response to informal sound- 
ings at a very preliminary stage of think- 
ing about the idea of a mission,” Hawke 
told parliament. 

“Now that the forum has taken its 
final decisions, as described in the com- 
munique, a further exchange of a more 
definitive kind should take place.” That 
Ganilau had not reiterated his rejection 
of the forum’s offer was seen by analysts 


as indicating he and his advisers might 
not be completely averse to a visit by 
Hawke and Alebua. The thission’s third 
member, Naisali, was well-placed to 
pursue the matter, given his role in the 
Suva-headquartered Spec. 

Pre-forum furore over the Fiji crisis 
had featured, in particular, strong ob- 
jections from the forum’s Melanesian 
country members, against the idea of 
any form of intervention. While of- 
ficially deploring the overthrow of 
a democratically elected government, 
all island governments sympathised 
with the Fijian desire to regain poli- 
tical supremacy in a situation in which 
they felt threatened by Indian numeri- 
cal and economic dominance. 

When the forum opened Fiji was not 
represented. Two members of the depos- 
ed government of Prime Minister Timoci 
Bavadra, the foreign affairs minister, 
Krishna Datt and the education minis- 
ter, Tupeni Baba, who had flown to 
Apia from New Zealand, where they 
had asked trade unions to support the 
Bavadra government's restoration, 
were barred from attending the initial 
open session, as was the press. 


A week after imposing bans on trade 
with Fiji, Australian and New Zea- 
land trade unions relaxed them to permit 
shipments of wheat, rice and other food 
and medical supplies. But the Fiji Trade 
Union Сон ев in a 5 June decision, 
pressed its Australasian counterparts to 
maintain “selective” bans for as long as 
required by it. 

Hints from Suva before the forum 
that former prime minister Ratu Sir 
Kamisese Mara, now foreign affairs ad- 
viser in the interim administeration, 
would attend, met with a hostile recep- 


tion from the Australians and New 


Zealanders. Western Samoa’s Prime 
Minister Vai'i Kolone, as incoming 
forum chairman, was warned that 
Hawke might dodge his Apia appoint- 
ment if Mara was going to be there. 

Taking a hint from Vai'i, Ganilau 
sent a polite message read out by 
the Samoan leader in opening the meet- 
ing in which he said that because of 
“pre-occupation with important matters 
at home,” Fiji, a founder of the 15-year- 
old institution, would be absent. 

By the time it opened, the forum, 
despite the strong show against involve- 
ment by many island governments, was 
in fact already a good way down the 
path to managing a display of solidarity 
in dealing with what everyone agreed 
was the worst crisis it had yet faced. 

The idea of a mission was raised on 
the eve of the meeting with Hawke at a 
dinner hosted by him aboard the Aus- 
tralian navy Р ship Tobruk in 
Apia harbour. Hawke, at a five-hour in- 
formal session, found himself — to his 
own PX (ue "absolute surprise" — 
being asked by Vai'i to lead the mission to 
Suva. That was the wish of other island 
governments, said Vai'i. 

It took most of the next morning to 
agree on the mission's brief. The 14 
leaders sent all their officials out of the 
chamber three times while they argued 
over the matter. 

Hawke told newsmen that the mis- 
sion would go to Suva only if it were 
asked. "The time for condemnation has 
passed," said Hawke who, with New 
Zealand Prime Minister Lange, had in 
the days immediately after the coup de- 
nounced it and Mara's decision to join 
the short-lived council of ministers ap- 
учан by coup leader Col Sitiveni 

abuka. 

Much of the forum's time was spent 
on Fiji but'it did discuss some other 
things. Two former US territories, the 
Marshall Islands and Federated States 
of Micronesia, were admitted as its 14th 
and 15th members. It also attacked 
France's plan for an independence 
referendum in New Caledonia as being 
“divisive, futile and a recipe for disaster.” 

Prodded by Australia, which is wor- 
ried about alleged Libyan intrusion into 
the region, the forum’s island members 
agreed to accept what the Australians 
sold to them as “a system of information 
exchange.” That means that small na- 
tions, including Vanuatu, which have 
opened some diplomatic contact with 
Libya, will get detailed briefings from 
Canberra, which had itself, until last 
month, hosted a Libyan diplomatic mis- 
sion. 

Next year's meeting will be held in 
Tonga. Forum members left Apia hop- 
ing fervently to see representativ@s of a 
democratically elected Fiji Government 
turn up at Nuku'alofa. But if that does 
not beppen, Hawke, Alebua and Nai- 
sali will have ready a report to say that at 
least they tried. п 








T Basin or Africa, North America or Europe, 
ANZ is there 


You won't find a little desk tucked away in the 



























corner of town. You'll find offices wholly owned and 
operated by the Australia and New Zealand Banking 
Group 

In fact, ANZ is making its presence felt in 40 
countries around the globe, 

From the moment you talk to us, you'll appreciate 
that ANZ has the experience, resources and ability to 
provide a level of service matched by only a few 
international banks. We can give you what you need, 
from the most sophisticated swap deals to competitive 
foreign exchange quotes 

Of course, it goes without saying that as 
Australasia's leading international bank, we're also the 
leading bank in the AUD and NZD foreign exc hange 
markets. 

For further details contact: 

Hong Kong Telex No - 86019; Telephone 215511; 
Singapore Telex No - 23336; Telephone 5358355; 
Tokyo Telex No - 24157; Telephone 2711151 

So no matter how far away from home you find 
yourself, ANZ will be very close at hand 
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In 1984, Apple introduced the 
Macintosh". A computer based оп the idea that 
people shouldn t have to work the way computers 
work. Computers should work the way people 
work. 

It didn t take long for this idea to catch on. 
After all, people aren't machines. They know a 
good idea when they see one. 

In 1986, the introduction of the Macintosh 
Plus established Macintosh as the new standard 
in personal computing. And Macintosh techno- 
logy found itself being adapted to the needs of 






O Tan Dengue 
O OX ft 


individuals, universities and companies of 
every shape and size. All around the world. 

Which of course led to yet another great idea. 

The Macintosh SE. The next natural step in 
the Macintosh evolution. 

The Macintosh SE combines the same intuitive 
graphic interface of the Macintosh Plus with many 
of the technological enhancements corporate 
customers have been asking for. Or adding 
themselves. E 

Like a second 800K internal drive. 

Or a built-in 20 megabyte hard disk with 


Far East Regional Head Office — Hong Kong: Apple Computer International Ltd. 852-5-8442400 Far East Distributors — China: 
India: Raba Contel (P) Ltd. 01-100-660060 Malaysia: Unipbone 60-3-4572033 Philippines: Distributed Processing Svstem 63-2-8189343 








eads to another. 


single 800K internal drive. 
But your choices don’t stop there. 
The Macintosh SE comes | 
rith a full megabyte of internal 
зетогу that can be expanded | 
) four megabytes as your 
unger for power increases. 
Best of all, theres an 
xpansion slot that lets you 


ustomise the Macintosh SE to your specific needs. 


So you can add a card for a disk drive that 
its you work with documents created on ап IBM 





or IBM compatible PC. Or a card that enables your 
Macintosh SE to communicate through non-Apple 
networks to host mainframes. 

Of course, the Macintosh SE runs all your 
Macintosh programs. Only faster. 

And no matter which Macintosh SE configura- 
tion you choose, you re guaranteed of one thing. 

You ll have one very powerful 


2 
OY 
computer. ж. 
And, because it’s a Macintosh, а 
you Il never have to become " 


a computer expert to use it. . Apple Computer 


СІ Kaibin Ltd. 86-1-890621 Ext. 4303-4 Guam: Marianas Electronics 671-472-6208 Hong Kong: Gilman € Co., Ltd. 852-5-8930022 
ingapore: Diversitec 65-225-8244 Taiwan: Yung Foong Universal 886-2-7130173 Thailand: Sabaviriya System Co. 66-2-2360205 
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Open country. 

By broadening your scope 

‘of opportunities, we make 

it easier to choose the 
alternatives that best suit you. 


It you're a substantial international 


investor, you'll find it worthwhile to 
explore opportunities that lie outside 
traditional brokerage activities. The 
place to do it is Merrill Lynch. 

Merrill Lynch is one of the largest, 
most experienced financial institutions 


‘in the world. And as our client, you have 


access not only to our trading 
capabilities, but also to our breadth of 
financial expertise and services. 
Whether you're interested in dollar 
or non-dollar investments, in 
Euronotes or financial futures, or in 
more traditional equity or-bond mar- 


kets, we offer you timely investments 
around the globe, around the clock. 

For example, you can participate in 
one of our international equities funds. 
Oran international fixed income fund. 
Or our Cash Management Account" 
International Financial Service that 
keeps your assets working for you in 
one convenient place. 

How are all these services of Merrill 
Lynch integrated to meet your precise 
needs? In a very personalized, discreet 
way, through your own Financial 
Consultant-a professional who under- 
stands your investment objectives and 
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works with you to help fulfill them. 
Merrill Lynch can help you find 

opportunities beyond your current 

horizons in eight offices in five coun- 

tries throughout Asia and the Far East. 

Call our office nearest you today. 

©1987 Merrill Lynch, Pierce, Fenner & Smith Inc. Member SIPC» 


Harness the power of a 
global presence. 


OS Merrill Lynch 
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And another. 


In addition to the Macintosh™ SE, Apple proudly nologies. Nomatter how advanced or colourful they may be. 


introduces another member of the Macintosh family. Speaking of colours, the Macintosh II offers video of 
The Macintosh II. almost photographic quality. With a palette of over 16 million 
A computer so powerful and so flexible it challenges colours to express yourself with. 

the very definition of what a personal computer can Internally, the Macintosh II offers you more memory 

be. And do. options than a politician. From one to eight megabytes. 
Inside the Macintosh II resides a new microprocessor Andalthough we feel our internal forty megabyte hard 


of enormous power and possibilities. The Motorola 68020. drive is probably sufficient storage for most users, you can 
At blinding speeds it roars through nearly every employ drives of up to eighty megabytes if you so desire. 


Macintosh program available. At four times the speed of The modular configuration of the Macintosh II offers 
a Macintosh Plus. you a choice of viewpoints. A thirteen inch colour monitor 
The Macintosh П also boasts a new coprocessor which ога twelve inch black and white. 
enables it to perform mathematical calculations at two The Macintosh II will satisfy the needs of the most 
hundred times the speed of the Macintosh Plus. power hungry business user, scientist or engineer. 
But the biggest news is the Macintosh II is totally open Tomorrow, it will also lead the way into 


to your needs. With six expansion slots that allow you to startling new technologies. From laser- 
customise your Macintosh to serve virtually any function you encoded memories that can store en- 
can gnagine. cyclopedias of information to who knows? 

In fact, the open architecture of the Macintosh II is so After all, one good idea inevitably ? 
open you won't be left behind Бу the advent of new tech- leads to another. Apple Computer 
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Airing a confession 


Alleged ringleader buttresses government’s care 


By Margaret Scott in Hongkong 
olstering. its case for detain- 
King 16 suspected communist con- 
spirators, the Singapore Government, 
on 9 June, televised a confessional inter- 
view with Vincent Cheng, the man at 
the centre of the government's allega- 
tions that the Roman Catholic Church 
has been used by Marxists. 
Interviewed by four local journalists, 
Cheng, the most senior of the 10 church 


workers included in the 21 May round- | 


up (REVIEW, 4 June), up-held two pillars 
of the government's case: he called the 
church a “ready cover” for his activities 
and agreed that he had been working 
with the former student leader Tan Wah 
Piow, the alleged mastermind of the 
conspiracy, now living in England. 

Altogether, Cheng's answers to 
scores of questions seemed to substan- 
tiate the charges that he and Tan had de- 


liberately set out to infiltrate organisa- - 
tions and recruit Marxists. However, | 
Cheng one minute said he and Tan de- | 


sired “a classless society" in Singapore, 
and the next minute expressed doubt 
about communism. The interview had 
been expected since it has become cus- 
tomary for the government to televise 
confessions of those held without trial 
under the Internal Security Act. Since 


the roundup, priests and associates of | 


those arrested have voiced concern that 
pressure might be applied by the gov- 
ernment to obtain confessions. 


Cheng's interview, in which he ap- | 


peared to be voluntarily answering 
questions, followed a series of pro- 
nouncements by Archbiship Gregory 
Yong accepting the government's edict 
that religious leaders stay out of politics. 
Four activist priests have been banned 
from preaching and barred from any in- 
volvement in an assortment of church 
organisations. Cheng said three of the 
priests had eia with his activities. 

The archbishop's restrictions on the 
priests' activities, announced on 5 June, 
signalled the church's determination to 
distance itself from the 16 people. 

The four priests had rejected the 
government's allegations and viewed 
the round-up as an attack on the church, 


designed to crush the small but growing | 


web of activists critical of government 
policies. The priests were the leading 
voices within the church urging Yong to 
condemn the detentions. 

Instead, Yong, after a lengthy тее;- 
ing og 2 June with Prime Minister Lee 
Kuan Yew, endorsed the government's 
| case against Cheng and said the church 
had been infiltrated by Marxists. 

The 
man of the Justice and Peace Commis- 





priests are: Joseph Ho, chair- 


sion (IPC); Patrick Goh, national chair- 
man of the Young Christian Workers’ 
Movement (YCWM) and a member of 
the JPC; Edgar D'Souza associate 
editor of the archdiocese's bi-weekly 


newspaper, The Catholic News, and | 


Guilaume Arotcarena, director of the 
Catholic Centre for Foreign Workers 


(CCFW). These organisations figured | 


in the government's allegations that the 


church had been used by a network of | 
Marxists plotting to form a communist | ; 
| that looks after Malaysian and 1 


state. 
Cheng was the executive secretary of 


| the JPC, a Vatican-inspired institute set 


up to promote church involvement in 
local issues. The nine other detained 
church workers were scattered among 
the other organisations either as em- 
ployees or as volunteers. Now the fu- 
ture of these organisations is in 
корга 

e CCFW, which provided a range 
of social services to Filipinas working in 
Singapore as maids, was closed by Yong 








































on the same day he banned 
Seven Filipinas staying, at the ce 
were turned over to the Philippine 
bassy. Arotcarena; the centre's í 
tor, has not been reassigned, and as: 
ciates of his say they are worried he wi 
be expelled from Singapore as he carri 
a French passport.. The three. othe 
priests have predicted they will 2 
to obscure parishes) « 

The latest issue of. 
News, which was entir 
detentions wit 
Statements of č 


donesian temporary workers, is ex 
ed to survive. However, the fate of th 
JPC, missing its chairman and its exe: 

tive secretary, remains hazy. Afte 
flurry of announcements, including 
order to all priests not to make any poli 
tical comments in their sermons, Y. 
did not speak to reporters. Howeve: 
6 June he told Singapore's The Sunda 
Times newspaper that the future of the 
commission would be given "very s 
ous reflection." 
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The Cam Ranh bugbear 


Canberra doubts US warnings of Soviet threat 


By Hamish McDonald in Sydney 
W arnings by US armed forces fig- 
ures about extension of Soviet 
naval power, are falling flat in the 
Southwest Pacific. The main Soviet 
thrust for influence is seen by the people 
of this region as coming through econo- 
mic and political initiatives — helped by 
Washi *s slowness in regulating its 
fishing fleet and its refusal to join the re- 
gion’s rather anodyne nuclear-free zone 


treaty. 

Canberra, which has comprehensive 
intelligence resources in Southeast Asia 
and the South Pacific (including its own 
P-3C surveillance flights out of the But- 
terworth base in Malaysia), has been 

uietly knocking down the picture of 
Sovie! t power projection being propa- 
gated by US Pacific Fleet headquarters 
in Hawaii. 

Statements by US Pacific Fleet com- 
mander Adm. James Lyons, during a 
visit to Sydney in February, sparked a 
controversy about the nature of the 
Soviet presence at Cam Ranh Bay in 
Vietnam. Lyons pointed to a four-fold 
orgy of berthing facilities since 
1975 and deployment of *modern ships 
and planes" to make Cam Ranh "a 
major operating base to threaten stabil- 
ity in the region." Earlier, the Soviet 


Crusading 


By Susumu Awanohara in Hongkong 
ommander-in-chief of the US Paci- 


fic Command, Adm. Ronald Hays, 
en route to China for his first visit, told 





Embassy in Canberra had denied Moscow 
had a “base” at the former US facility. 

Australian Defence Minister Kim 
Beazley warned against giving Moscow 
any "free advertising" by playing up its 
Pacific naval strength against that of the 
US and its allies. Going through a list of 
ship categories, Beazley pointed to 
d — ЖЫ superiority — to 
which could be added Japanese naval 
forces in the northern waters, now the 
focus of US naval activity. 

Warning against the psychological 
impact of "selling short" an ally's posi- 
tion, Beazley said that over the past six 
years the US had greatly increased its 
naval power “and, I believe, effectively 


checkmated any position that the Soviet 
Union had effectively developed in the 
Pacific." 

Producing satellite photographs of 
Cam Ranh Bay released by Lyons, 
Beazley pointed out that the Soviet 
ships shown comprised two elderly con- 
ventional submarines, one guided-mis- 
sile submarine, one frigate and one pat- 
rol boat. “The Soviet Union does not 
deploy front-line craft in Cam Ranh 
Bay," he said. Likewise, Soviet aircraft 
were lined up “like 10 green bottles 
hanging on the wall" rather than, he im- 
plied, parked in protected positions. 

*Clearly the Soviet position at Cam 
Ranh Bay will not be a position which 
will survive longer than Day One of a 

eneral war between the US and the 

viet Union," Beazley said. “The true 
significance of the Soviet position in 
Cam Ranh Bay lies in the political influ- 
ence that it gives.” 

For their part, Soviet spokesmen 
point to a vast disparity between Cam 
Ranh facilities and the US base at Subic 









piers that the Soviets 


have, 
compared to the two the US left behind 
in 1975. 
On any given day, two or three 
^ А = i 


ar-power- 


ed and nuclear-armed submarines, 


eight to 10 combatants and 12-15 sup- 
pori es PM Дасс ҮР У 

MiG23s, surface-to-air missiles and 
guns defend this base 






Ranh. 
that we don't know about but there is no 


may have been forays 


Cam Ranh," Hays said. 
Hays with Australian Foreign 
Minister Hayden that there had 


been a “run down" in the Soviet navy's 
































in the Indian Ocean. But he 


sale opi : 
——— X 
of facilities at Cam Ranh 


tapering-off of Soviet forces at Cam 
Ranh 


Hays also agreed with Australian 
Defence Minister Kim Beazley that as it 
is, Cam Ranh would be quite vulnerable 


gion, he said. 


Like other US strategists. s feels 
that for Moscow, Cam Ranh PA 


Fuer: i-r m e gni, ea da ig 
Vietnam's war in . As 
US naval scholar David Winterford 


explained recently, Cam Ranh not only 
permits the Soviet Union to break out of 
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. Bay; across the South С Sea in the 
Philippines. In а written response to an 
Australian newspaper this month, 
Soviet deputy naval commander-in- 
chief Adm. N. Smirnov said Cam 
Ranh was a "point of logistics support" 
functioning “on a temporary basis.” 
| Smirnov: added: “It is designed for 
“replenishing the stocks of fuel, food and 
water, for minor repairs, and rest for the 
_ personnel on brief calls by Soviet war- 
ships and vessels in transit from the 
Pacific to the Indian Ocean, and vice 
'versa. We do not rent any territory on 
Cam Ranh and Soviet warships calling 
at the port are using the same berths as 
ће Vietnamese ones. The beet is pro- 
“tected by the Vietnamese side.” 


he modest scale of Soviet deployment 

in Cam Ranh is put down to sev- 
eral factors. Australian Foreign Minis- 
ter Bill Hayden has attributed it to the 
Soviet naval presence in the Indian 
Ocean “winding down quite substan- 
tially.” This is supported by the US De- 
‘fence Department's latest issue of 
"Soviet Military Power," which said that 
after reaching à peak in 1980 with the 
Afghanistan and Iran crises, Soviet 
.maval activity in the Indian Ocean had 
declined steadily to its mid-1970s levels. 
¿The Pentagon document also-links 
activity at Cam Ranh — "the site of the 
largest concentration of Soviet naval 
units and aircraft deployed to a naval 
facility outside the Warsaw Pact" — al- 
most as much to Soviet concerns with 
China às with US bases, beginning as it 
did in 1979 with the first major Sino- 


T———————————— ere 





| late about a possible slowing down of 


Vietnamese. border conflict. Nation 
University of Singapore's (NUS) Leszek 
Buszynski also cites the Sino-Vietnam- | 
ese angle as one reason for a levelling- 
off at Cam Ranh since 1984. 

Concern in Moscow at the possibility 
of a second Chinese “tesson” for Hanoi 
produced a flurry of Soviet naval activi- 
ty in the South China Sea, including an 
amphibious landing exercise with Soviet 
marines near Haiphong in April 1984. 
When Vietnam's 1984-85 dry season of- 
fensive in Cambodia passed without 
Chinese retaliation, Moscow had no 








reason to continue its build-up, accord- | | 


ing to Buszynski. | 
Various defence scholars also specu- 


the Soviet drive to build up a “blue 
water" navy with the retirement in late 
1985 of its proponent and architect | 
Adm. Sergei Gorshkov as Soviet naval 
chief, and the succession of former sub- 
mariner Adm. Vladimir Chernavin. | 
However, the building of larger aircraft 
carriers seems to have considerable 

momentum. | 1 

The “forward defence” posture 

taken by the US Navy Secretary John | 
Lehman (whereby US aircraft-carrier 

battle groups are exercised іп ap- | 
proaches to the Soviet Far East), plus 
the growing emphasis on cófitrol of nar- 
row straits or ^choke-points" around 
Japan by US-Japanese forces, may have | 
also kept the Soviet navy closer to 
home. But, as NUS' Buszynski ob- 
serves, the Soviets would be unwilling: 


to demonstrate that the US threats were | | 


having any such effect. B 





it geographic and strategic encirclement 

in Northeast Asia, it also enables the 

Soviets to flank Japan’s energy corridor 

the Indonesian islands; aug- 

ments the sustainability of Soviet naval 

developments in the Indian Ocean; pro- 

. vides a possible offset to relatively vul- 

nerable US bases in the Philippines; ex- 

| tends Soviet power projection towards 
Australia; raises Chinese pti 





E e. complication for US naval plan- 
Politically, Cam Ranh may have the 


foreign policy goals and thinking 

., about being too close to the US, accord- 

. ing to Winterford. 

/- Hays accepts that the US’ friends 
and ayen allies may not agree with 
Washington's views of Soviet capabili- 

" fies and intentions. 

He said: “There is an honest differ- 
ence of opinion as to the threat in the 

- Pacific from the Soviet Union. The US 











creased Soviet activity in the diplomatic 


Ens ——— 


believes that the Soviet military build- 
up has occurred, [and that] the in- 


is not in 


Soviet Union is different from that of - 
the US and as a sovereign nation, they 
are entitled to their own evaluation of 


as threatening as we do," 
Asked whether his concept of “the 


South Pacific, Hays 

compassed “all the countries in the re- 
gion that have a desire for democratic 
process, free-enterprise system, con- 
stitutional government and those kinds 


of things." 

Hays agreed that these countries had | 
the right to decide for themselves if the 
Soviets pose a threat to them. “Pve vis- 
ited Indonesia and am aware of the In- 
donesian evaluation of the Soviet 
threat; indeed it is quite different from 
our own," he said, adding, “but 1 be- 





lieve that our evaluation is correct and | | 
will verify 


history, past and future, 
this." ae | 


ional | - 
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HUMAN RIGHT S 





ern human-rights groups have | 
released two reports accusing 
ambodia and Vietnam of abusing the 
ghts of their citizens. London-based 
esty International charged the 
i-backed regime in Cambodia with 
ing dnd torturing ‘thousands of 
ical prisoners. while two American 
foups reported that Vietnam was still 
hing nearly 50 journalists 12 years 
iter the war in Indochina ended. 
Amnesty said it had definite infor- 
ation on more than 160 cases in which 
olitical prisoners were tortured during 
rrogation by Cambodian security 
rsonnel. Thirty-four prisoners died 





quate medical treatment for injuries 
used by torture, the report said. 





| gations. 


ter being interrogated. often from in- 





The chambers of horror 


egations of torture of political prisoners in Indochina 


Sometimes Vietnamese advisers took 
part in the torture of detainees. 

Hanoi immediately rejected the alle- 
"The only violators of human 
rights. in Cambodia are the Pol Pot 
gang," a Foreign Ministry spokeswoman 


| said, referring to the Khmer Rouge re- 


gime under which over a million people 


| died before it was ousted by Vietnam in 


1979, 

Amnesty reported that torture was 
often used to extract "confessions" or to 
get information about other suspected 
political opponents. The forms of tor- 
ture include beatings with wooden 
staves and iron bars, whipping with 
chains and rubber hoses, electric shock, 
burning with hot irons and near-suffoca- 
tion with plastic bags. 












































| namese government, 


and psychologi 
indefinite detention without паі."  g 






Although many peop! 

for supporting resistance groups fight- 
ing the Phnom Penh government, Am- 

nesty stressed that “some political de- 
tainees . . . are prisoners of conscience, 

jailed solely for the non-violent expres- 
sion of their political opinions or for 
exercising their rights to free association 
or free movement." 

The report gives the example of two 
women arrested in 1984 for circulating 
leaflets describing the appearance of an 
“ox god.” According to an official Viet- 
namese press account, they were 
charged with invoking Cambodian 
mythology to suggest that the govern- 
ment would change. Phnom Penh has 
publicised only one political trial since 
1983, Amnesty said. The guilt or inno- 
cence of most prisoners, the report 
claimed, is decided by security officials. 

Amnesty focused mostly on condi- 
tions inside Cambodia, but it also ex- 
pressed concern about executions, tor- 
ture and other abuses by the Khmer 
Rouge and the non-communist Khmer 
People's National Liberation Front, 
two. resistance groups fighting against 


. the Vietnamese-backed government in 


Phnom Penh. These groups, along with 
a third resistance faction, control about 
250,000 civilians along the Thai-Cam- 
bodian border. 

In a separate report, two American 


nalists, a New York-based group work- 

ing to protect press freedom worldwide. 
The report said the detainees often 

suffered from malaria, tuberculosis and 


shackled and held in ^metal punishment 
boxes" for violating camp rules, and 


and 40,000 prisoners remain in re-edu- 
cation camps throu, t Vietnam. Hanoi 
officials have told recent visitors that 
they are holding about 6,000 people. 

Some of the detained writers had 


Psychological Warfare 
communists won the war in April 1975, 

said.. Others were arrested 
cause they were considered 
“politically suspect” or thought to be 


working for "foreign powers. 


and urged that the review take “ sym- 
pathetic account of the adverse physical 
ical impact of. 12 years of 








n 14 Days, the Rest 

of the World Will Discover 
he New Trade Routes in Our 
Part of the World. 
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. ‘General Electric puts more into 
· its major appliances to help you 
. get More out of life. 


et General Electric make your life easier, starting 
1 the kitchen. With our premier side-by-side 
*frigerator, you'll get ice and chilled water at the 
uch of a glass. And you'll have quick access to 
dur favorite refreshments through a convenient 
n-door compartment. 

If you'd rather have a top-freezer model, get 
ie refrigerator with one of the most usable freezer 
»aces in the world. You'll keep shopping trips 
»a minimum and enjoy the convenience of General 
léctric's thoughtfully designed interior and door 
orage compartments at the same time. 





With either of the premium, large-capacity 
models shown here, your meats and produce will 
stay fresher in individual temperature- and climate 
controlled refrigeration compartments. 

When it comes time to cook, do it on an 
advanced electric range. Our premier models feature 
electronic control panels. That means you can set 
time and temperature quickly and be assured of 
precise performance and delicious results every time. 

If you're looking for a gas range, General Electric 
provides a number of self-cleaning models with 
pilotless ignition to save you up to 30% of the 
gas required by standard ignition models. 


For clean-up, General Electric has the dish- 
washer you need. Our premier model will let you 
choose from three different programs — for light, 
normal or very dirty loads, including baked-on 
foods. It'll protect delicate glassware and help you 
save energy, too. 

General Electric can also give you plenty of 
help with the family wardrobe. We offer top- and 
front-load washers that can hz indle everything from 
large, heavily stained and soiled loads to delicate 
handwashables. Our dryers can finish any job 
beautifully. Many even control drying temperature 
automatically to prevent damage from overdrying 
or shrinkage. 

And you can keep your family more comfortable 
with a quiet but powerful General Electric room 
air conditioner that not only cools hot days but 
warms chilly nights. 

There are a lot of ways to live better with" General 
Electric major appliances. So see your nearest 
distributor/dealer And check the.workmanship, 


high-quality materials and all the durable, easy: 
maintenance features that go into everything 
we offer. 

Then choose the appliances that best fit yot 
your lifestyle and even your decor Get more out« 
life with the appliances that give you more. Fron 
General Electric. 

Equatron Pte. Ltd. — Singapore 4666533 
Equatron (M) SDN. BHD. — Malaysia 03-7558322/04-62331 


General Appliance Co., Ltd. — Hong Kong 3-424647/3-963337/5-233715 
Ho Tai Development Co., Ltd. — Taipei, Taiwan, R.O.C. (02) 505-9720 


GENERAL СЭ ELECTRIC 


General Electric puts more into its home appliances 
to help you get more out of life. 
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MANDARIN ORIENTAL 


THE HOTEL GROUP 


For twenty-five years 

The Mandarin Hong Kong has been 
making a name for itself. A name that’s 
synonymous with the best hotel in the 
world. And for more than a century, her 
sister hotel, The Oriental Bangkok has 
earned a similar reputation. 

That's why others have tried to borrow 
our names, but fortunately 

they couldn't borrow our legend. 
Mandarin Oriental Hotels has captured 








the essence of this legend in 

eight select locations and, as a prelude to 
expansion into grand luxe properties 
throughout the world, on June 8th made 
its debut on the Hong Kong Stock Exchange. 
So now you know that wherever you see 
our new name, Mandarin Oriental, the 
essence of the legend awaits you. 

Our proud heritage of The Oriental lives 
on in Bangkok and Singapore. 

Welcome to the Legend. 


MANDARIN ORIENTAL 





THE WORLD'S FINEST HOTELS е 

















* THE advertising industry in the Sub- 
continent enjoys a penchant for hoard- 
: ings or billboards, and the streets of all 
cittes, towns and villages and many na- 
tural landscapes are decorated (if that is 
the word) with these large, mostly 
gaudy erections graphically puffing var- 
ious products and services. 

But few have achieved the impact of 
a hoarding for a Japanese vehicle in 
Nepal’s capital of Kathmandu, where 
Hubert Sausner photographed the 
above masterpiece which implies that 
the vehicle is either a moaner or is fitted 
with.a very high-gear ratio. 

The vehicles might be a suitable pur- 
chase by a travel agency, whose name 
on the side of a bus was photographed in 
Agra by Christine Pemberton: 











She was also amused by a sign for vi- 
sitors to the tower of Jama Masjid in 
Delhi: 














The text began with sweeping hospi- 
tality : “All of You Are Permitted To 
Climb Up The Tower Of Jama Masjid 
Delhi & Can Enjoy The Historical 
Scenery Of Dethi, On The Condition 
That You Respect The Sacredness & 
Sanctity Of This House Of God (Wor- 
ship-Place).” 

This sweeping welcome is somewhat 
Дон by the small print at the end: “The 

hildren and Women Can Only Be Al- 
lowed To Go With The Reliable MEN 
Relatives.” 








@ OVER in New York a couple 

dian artists appeared recently at Madi 
son Square Garden, sponsored by; 
ganisation dedicated to promotin 
dian culture, arts, philosophy arid 
cation in North America and Canada 
was presenting for the first time toget 
two "unparalleled exponents” of the sp 
tual songs and lyrics, bhajans and ga 
The full-page advertisement for the 
recital in India Abroad ran the artists 
pictures side by side, with the headings 





THE REPUTED FATHER 





ments, is the first time, as far a 
knows, that Jalota's legitimacy has 
called into question. 
€ BACK to the ubiquitous hoardin 
particularly one in Dethi, photogra 
by T. C. Narayan. It seems that 
Soviet airline, Aeroflot, is taking е 
possible precaution to prevent 
spread of disease: | 
































Priests of "m revolution’ committed : tonewrole 
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Sixteen months after 
y | mobilising against 
[М | former president Fer- 
dinand Marcos, the 
Philippine Roman 
fj Catholic Church re- 
deeply em- 
3 in politics. 
nd, like Tm soldiers who joined in 
sting the former president, some of 
е church's 5,425 priests and 8,625 
uns are finding it hard to go back to the 
arracks." 
Far from cooling after Marcos' de- 
parture, religiously fired politics have 
Stayed on the boil in Asia's only major- 
ity Christian country, where 85% of the 
ilippines’ 56 million people embrace 
~atholicism. Although most church- 
men and women focus on spiritual 
iorities, political partisanship has a 
Ong grip on an increasing number of 
clergy — from cardinals to rural priests. 
Non-Roman Catholic Christians have 
come more outspoken too. 
During the run-up to the 11 May con- 
gressional elections, saturation adver- 
ising on TV showed Manila Arch- 
bishop Cardinal Jaime Sin endorsing 
10 candidates, all from the government 
party coalition. Just weeks before the 
TV appearances, Sin released an unpre- 
cedented Catechism on the Involvement 
Priests i in Political Activity, which said 
priest . Should not campaign for any 
political party or candidate." 
i Not to be outdone, the Association 


| included three leftwing candi- 
dates. The Iglesia ni Kristo, a home- 
grown Christian movement claiming 
about 3 million followers, advised its: 
_ Supporters to vote for 14 government 
| and 10 opposition senatorial candidates. 
| . Sin's politicking, not surprisingly, 
ү grabbed centre-stage. “I must teach and 





| : This inthe rat in a series of rites 
| ing at aspects region's 
.| religions. Onpage 53, ARTS&SOCIETY 
аи Pao Me Wow of | 
eee d 








Politics of the cloth: 3 


€ Some people tell us: “The role of the church is to build bridges, to 
concile." But the farmers say: "Fair enough, you should build bridges, 
t try building bridges starting from the middle! You should start with 
one bank and you can still reach out, but first take sides. 

. — Fr Edicio de la Torre, a Filipino liberation theology theorist. 


guide you in the name of the Lord so 
that you may engage in politics in a 
Christian way," he told Manila's more 
than 7 million Catholics in a pastoral let- 
tet published. on 22 April. The church, 
he asserted, has both "the right and duty 
to be involved in the political dimension 
of life." 

Despite the doctrinal validity of his 
claim, Sin's keen partisanship caused 
resentment among some lower-ranking 
clergy. It also prompted consternation 
in Rome, where the Vatican fears such 
tactics could alienate the 74 candidates 
not endorsed by the church — many of 
them conservative men and women who 
otherwise fall comfortably within the 
church's “natural constituency.” 

But the political thrust of Philippine 
religion goes far deeper than mere elec- 
tioneering. In a tough pastoral letter 
published in January, the Catholic 
Bishops’ Conference of the Philippines 
(CBCP) declared no truce with Marx- 


ism or with “progressive” clergymen 
aligning themselves with the radical 
Left. Sin has been especially vocal, Ear- 
lier this year, he urged “all-out war” 
against communist rebels. 

One recipient of the bishops’ ire was 
the Christians for National Liberation 





| join or support political organisations 






























(CNL), one of 14 groups comprising the 
illegal, communist-dominated ка 
Democratic . Front. (МОР). 

no more than 100 





Although 





il its influe 
ideas behind bu ‘CNL: These ideas turn 
on a nationalist-minded “liberation theo- 
logy” and command a large following. 
The January letter forbids priests “to 


that advocate, class struggle or violence 
as the means to social change.” The 
hardline stance followed an approach 
by CBCP President, Cardinal Ricardo 
Vidal, to Pope John Paul II before the 
bishops met. Vidal sought Vatican “en- 
couragement" in dealing with “the 
problem of communism in this coun- 
try.” ; 





he Pope had sent a letter to Philip- 

pine bishops où 28 June 1986 coming 
down solidly for more pulpit and less 
politics. “The church is called upon not 
to take positions of a political character 
or to take part in partisan conflicts,” the 
pontiff had written, "but to give . < 
spiritual light and strength." 

The sight of priests acting as NDF 
spokesmen during an eight-week-long 
ceasefire earlier this year between gov- 
ernment and communist forces came as 
a shock to Rome. Priests took five of 20 
NDF places on regional ceasefire com- 
mittees. In March, a priest from Negros 
claimed 35 of his brethren on that island 
alone belonged to the Communist Party 
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of the Philippines (CPP). One promi- 


nent “red priest,” Rustico Tan, 
emerged as the NDF's chief spokesman 
in Cebu, the Philippines’ second-largest 
city. 

The Papal Nuncio in Manila, Arch- 
bishop Bruno Torpigliani, reacted to 
this situation in an unpublicised speech 
to the bishops in January. He cited a 
secret CPP directive which, he said, 
showed “a clear strategy to infiltrate the 
church institutions.” 

“You are familiar with the situation 
at the grassroots level,” the Pope’s dip- 
lomatic representative, who has served 
in Manila since 1973, told the bishops. 
“Time and again we hear accusations 
that certain groups of priests, of religi- 
ous workers, of sisters are deeply in- 
volved in the ideological arena. Num- 
bers have been published; some figures 
revealed . . . are rather frightening." 





Anti-communist writers are quick to 
claim that so-called social-action com- 
mittees in many church dioceses func- 
tion as covert NDF funding conduits. 
Bishop Fransisco Claver and other 
senior churchmen confirm that this has 
occurred. Certainly the military be- 
lieves it: it says West European human- 
rights groups, and East European gov- 
ernments as well, aid the NDF through 
church links. Critics hostile to social-ac- 
tion work say the CBCP's National Sec- 
retariat of Social Action, Justice and 
Peace sometimes parcels out these 
funds. 

Although assistant CBCP secretary- 
general Monsignor Feliciano Palma told 
the REVIEW “there is no truth" to claims 
that two bishops belong to the NDF, 
some on the extreme Right hold differ- 
ent views and have taken violent action 
against those in the church whom they 
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believe to be communists. Io April, а“ 
ge exploded in the- home of 

acolod Bishop Antonio Fortich, a 
well-known social-action advocate and 
former chairman of the defunct national 
ceasefire committee. Another bomb 
went off near a Dayao Carmelite con- 
vent. 

Aside from a few bishops, some 
members of orders seen as Leh-leaning 
— the Missionaries of the Sacred Heart, 
Maryknoll Fathers, Society of the Di- 
vine Word or the women's Fransiscans 
of the Immaculate Conception — have 
also received death threats. 

While abhoring such violent tactics, 
many bishops and conservative Roman 
Catholic institutes have been spreading 
an increasingly blunt, anti-communist 
message. Some bishops have dropped 
leftist priests from diocesan rolls. 
Others forbid their saying Mass, except 
in private. 

Among the professional middle 
classes in Manila, the Centre for Re- 
search and Communication (CRC) has 
taken the lead in targeting what it calls 
Marxist-influenced liberation theology. 
The CRC is a “corporate apostolic 
undertaking” of Opus Dei, a “personal 
prelature” of the Pope with 3,000 mem- 
bers in the Philippines. 


М". some see the church 
hierarchy putting human rights on 
the back burner, reflecting a consensus 
in some government circles that agita- 
tion of this kind favours the Left. The 
church hierarchy has remained gener- 
ally silent about anti-communist vigi- 
lante groups (REVIEW, 23 Apr.). 

“We cannot deny our Filipinos, who 
are afraid, the right to defend them- 
selves,” Vidal told the REVIEW. 
“[Therefore] we cannot outright con- 
детп them [the vigilantes]” though 
they “must not use violence." The Left 
sees in such remarks an implicit en- 
dorsement of vigilantism. In mid-April 
an AMRSP “appeal for peace," which 
Vidal pointedly described as "theirs," 
took another tack, slamming Aquino's 
























for his pue role in the out- apparent endorsement of vigilantes as 
“Rome did not under- side world. By , 723 i "ill-conceived, dangerous and counter- 
and what was on," he told the Catholics worked in foreign Ў productive.” 
REviEW. “The Vatican is not aware of most of them sisters of orders Apart from Marxism, Catholic or- 
the or priests. Another 669 priests plus sis- thodoxy has made striking gains at other 
from ters and/or brothers of orders levels during the past year. ^At no time 
the to the also are abroad. in Philippine modern history has the 
last year, the office of The Asia-Pacific has a moment been so favourable to the 
did play a small part in the number of Catholic missionaries (274) church as now, under Aquino," Bishop 
events of 1986. At one criti- from the Philippines, in Federico Escaler explained in an.inter- 
cal Bruno Tor- Asean nations where and view. 
the Papal Nuncio in Manila Thailand receive the most (55 and 32 "The present government clearly 
since 1973, met senior ee been wants to obey God," he added, refer- 
still loyal to Marcos to pass on the in various states, including Fiji ring specifically to the president's pen- 
ee pai iei (five), New Guinea (43) and chant for frequent prayer. Aquino often 
revolt This "ees 1965 set up their o Mission Society 
even set own“ 
former armed forces chief of tall of the "Philippines, " which places The anti-Catholics: page 44 
Gen. Fabian Ver on an airfield. ees missions in In- Ties that bind: page 46 
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*"[She] has such a whole faith,” Jesuit | church doctrine would not 







doctrine’ nudging its way forcefully into | complaining about local 


ationship with the public-education | has good counsellors." 
tliorities, reversing years of mutual 





hers. And Marcos-era program- | last year that pronounces 


her “to repeal or at least revise" Mar- | tion." 
cos-era population programmes. Vidal This strong political 


licy of population control.” A group | siege. "It was during the 
d “Pro-Life Philippines" even sent | Marcos era when the 
uino à draft execütive order to ban | church in the Philippines 
he. sale of various contraceptives and | really experienced perse- 
‘terminate government monies to fami- | cution for the first time 





i-policy statement” from her govern- | but unwillingly, — the 


not sign the draft order, but a "popula- | Lambino said. Gradually 
ent in early May confirmed expecta- | church moved into oppo- 


пея Antonio Lambino said in an in- During her early months in power; 
erview. "Inthis... the Lord setsherup | Aquino sought the bishops’ vetting of 
an example for us too.” Supreme Court appointments while re- | policies." 
Under Aquino, some see Catholic | ceiving an “aide-memoire” from them 
€w. constitution and influencing so- | appointees, labour unrest, land reform 
policy. Aquino stresses that "the | and other issues. When asked to de- 
urch cannot intervene in purely gov- | scribe his influence on Aquino, Sin said: 
iment affairs," but church leaders | "Well, we are friends. Every now and 
ve regained a comfortable working | then she comes to me. But I believe she 


spicion under Marcos. Some see the ix constitutional commissioners from 
w constitution requiring religious in- various Catholic institutions, in- 
ction in schools by public school | cluding one bishop, drafted a basic law 


mes, aimed at curbing the Philippines’ | of family life" and protection of the “life 
'stimated 2.876 annual population in- | of the unborn from conception" as 
rease, have come under church attack. | "state policies." Most bishops helped 

Last November, Aquino received | lobby for ratification on 2 February of 
ters from both cardinals. Sin asked | what Sin called a "beautiful constitu- 


that "justice demands that we | country's dominant religion follows a 
w revise and reverse the current state | decade when the church was 


planning programmes." Aquino did | ever since 1521,7 Fre! 


Harassment by Marcos — especially 


government | of clergymen in 1982 — prompted in- 


creasingly sharp counter-criticism by 
the bishops. The tempo of confronta- 
tion picked up after the 1983 murder of 
Aquino’s husband, Benigno Aquino, as 
he returned to Manila from political 
exile. “The rallies [afterwards] became 
explicitly religious," Jesuit scholar 
Bienvenido Nebres said. ^ © 

It all led to the CBCP's defiant letter 
before the February 1986 presidential 


the “sanctity | election. Sin warned there would be “no 


citizenry.” 


divine forgiveness” for a fraudulent 

И. And when fraud» occurred, the 
ishops said flatly that.the Marcos re- 
gime had “no. moral basis" and could 
not “command the allegiance of the 


edge.to the “That statement was without prece- 
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ut. Both represent an intense, nation- | descendants say 3 million believers wor- 
istic and anti-Roman Catholic streak | ship in the CoC's hundreds of distinc- 
n Philippine Christianity. -tively designed churches; Jesuit. 
. The first, the Aglipayan or Philip- | academic Pedro Achutegui and other | function. 
ine: Independent Church (PIC), was | Roman Catholics say the number is no 


898 Philippine revolutionary armies. | backed former president Ferdinand 
He created a separate Christian move- | Marcos for many years. Their support | sification Board (MTRCB) helped the 
nent іп 1902, repaying the Spanish | continued after. Marcos’ ouster in Feb- 
lergy's hostility to appointing natives | ruary 1986. The PIC was one of the few 


positions. PIC leaders now claim the | tion overwhelmingly ratified in Feb: 


urch has 1.5 million members. Before | ruary this year (REVIEW, 12 Feb.). The progra | 
is marriage to Imelda Romualdez, | PIC's Supreme Council of Bishops re- | church’s radio stations also seemed to 
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1986 presidential elec- 


stitution. 
days before the plebiscite, 
the CoC pronounced the constitution 
“acceptable.” It gave “the freedom and 


dent,” Claver noted later. “It was the 
first time ever that bishops of any na- 


tion, in an official act, 
condemned their góv- 2 
ernment as morally il- 
legitimate. It was the 
first time, too, that 
the church . . . declar- 
ed for revolution be- 
fore, not after, the 


| fact." 





voting instructions, had 


also stayed with Mar- 
cos to the bitter end. 
"We voted against 
Aquino [in the February 





tion] because we know 
she leans towards. com- 


munism," “one .CoC 


minister told: . the 
REVIEW last year. But, 
one year later, the 
church changed its mind 
when voting fór the con- 
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priest Sonny’: Ramirez and’: other 
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mended revoking а licence: for. the 
CoC's weekly TV programme and the 
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The post-Marcos church is now 
trying to undo the consequences of 
its intensely political recent his- 
tory. 

Church and state never fit easily into 
watertight compartments — here the 
bulkheads separating the two are espe- 
cially permeable. Political “activism,” 
or “interference” as some would call it, 
comes naturally to a church which, ever 
since it arrived with the Spanish in the 
mid-16th century, has had an intimate 
tie to temporal authority. 

The current uproar over priests in 
politics overlooks the role grassroots 
clergymen have played in past Philip- 
pine rebellions, especially turn-of-the- 
century anti-colonial fighting. “Reli- 
gion . . . merged with nationalist and 
revolutionary ideologies to become the 
driving force of a peasant based, 
anti-colonial movement," historian 
Reynaldo Ileto said. Jesuit academic 
John Schumacher agrees: "It was 
among the clergy that the idea of a sepa- 
rate Filipino nationality had first been 
articulated." Some see NDF priests sim- 
ply carrying on a tradition. 

Filipinos frequently dress their rev- 
olutions, both those of the past and the 
most recent, in religious garb. Barely a 
week after Marcos' overthrow, Jesuit 
seminarians held a conference on the 
"theological implications of the miracle 
at Edsa [boulevard]." Sin stressed the 
Virgin Mary's role in evicting Marcos. 



























CoC's vote bloc switched — and the 

mmes stayed on the air. Since 

then, the church has come out of its op- 

positionist corner. In the 11 May con- 

essional elections, over half the CoC- 

lessed senate candidates carried 
Aquino's party label. 

Foreign Protestant churches began 
arriving in the Philippines shortly after 
the US became colonial ruler at the turn 
ofthe century. The most influential Pro- 
testant grouping remains the National 
Council of Churches in the Philippines 

NCCP) which claims 5 million af- 

liates. These include Lutherans, 
Methodists, Anglicans and adherents of 
six smaller denominations. 


рете 1986, the NCCP urged the соп- 
stitutional commission then drafting 
a new basic law for the Philippines to 
close down US bases and “nationalise 
all vital and strategic industries in ag- 
riculture.” The NCCP also said that 
wage-restraint policies "indirectly im- 
d by the International Monetary 
und and World Bank" should be aban- 
doned. 


The United Church of Christ in the 


Philippines (UCCP) is only one of the 
smal NCCP affiliates, with just 
500, claimed adherents — less than 


1% of the population. But UCCP gen- 
eral secretary, Bishop Erme Camba, 
stresses the influential government 
niche UCCP members now fill. UCCP 


- БАЯ EASTERN ECONOMIC REVIFW e 1Я MINE 1ай? 


"It was Our Lady's victory," he said on 
one occasion. "People power was her 
power — the revolution at Edsa was her 
revolution." 


TX Catholic church is only the most 
prominent actor in an` intensify- 
ing politics of religion. Protestant anti- 
communist "crusades" led by foreign 
evangelists often visit the country. And 
Protestant indoctrination in the Arm- 
ed Forces of the Philippines, where 
the Catholic church retains a "military 
Vicariate" of 70 priests, has been in- 
creasing (REVIEW, 12 Mar.). 

€ communists have begun a 
counter-attack against the Catholic 
hierarchy. A recent CPP bulletin de- 
scribed a “bigoted” Cardinal Sin, “be- 
traying his class contempt for and bias 
against the . . . oppressed." Criticism of 
the church's hierarchy does not come 
only from the Left. A week before his 
death on 3 March, UN under-secret- 
ary-general Rafael Salas, a Filipino 
who also directed the UN's Fund on 
Population Activities, said in an inter- 








members include senators Gonzales 
and Jovito Salonga. 

Armed Forces chief of staff Gen. 
Fidel Ramos also belongs to this 
church. Camba told the REVIEW that 
the UCCP supplies 10 of 13 Protestant 
armed forces chaplains. "They are thc 
ones who are helping lead this spiritual 
renewal in the military," he said, refer- 
ring to the “Life of the Spirit” religious 
seminars endorsed by Ramos' staff. 

The UCCP keeps: a highly 
"nationalist" profile, Camba added. His 
church became one of the first Philip- 
pine Protestant denominations to im- 
pose a moratorium on foreign mis- 
sionaries. He and other Protestant lead- 
ers believe the Roman Catholic Church 
has maximised its influence within a 
more accommodating Aquino govern- 
ment. But Camba says he would like to 
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view that the bishops had set fheir face '| 
against using the pulpit 10 lift aware- 
ness of the population problem “even 
within a restricted, pro-natalist lati- 
tude.” 

The Pope's letter last year speaks of 
the church's responsibility to ilipinos 
“living in economic and social condi- 
tions that are extremely difficult and at 
times unbearable.” The bishops criticise 
“irresponsible capitalism” and preach 
social justice. They try to follow Rome's 
mixture of bedrock orthodoxy and the 
"preferential option for the poor" — so 
long as it stays clear of “godless ideo- 
logy." When the CBCP chooses its next 
poo in July, an ability to build 

ridges “from the middle" between the 
government and the people will be a top 
criterion. j 

Sometimes church leaders seem very 
much like their opposite numbers in the 
military. In each case the leadership is 
trying to placate factions pulling hard in 
different directions. In a curious way, 
Marcos gave unity to both institutions 
— with informal methods of favouritism 
winning the military’s loyalty, and op- 
pression cementing over the cracks in 
the church, uniting almost all church- 
men against the regime. 

All in all, the promotion of Roman 
Catholic orthodoxy within the state and 
the gathering drive against the militant 
Left promise ever more political heat 
from the pulpit in coming years. п 









oe the Protestants highly politicised 
also.” 

His wish seems to be already fulfil- 
led. Protestants outside the mainline 
churches have appeared in greater num- 
bers since Marcos’ overthrow. Evangel- 
ical “crusades” have poured into the 
country, with four groups holding rallies 
in Manila so far in 1987 alone. Most pro- 
fess a fierce, anti-communism. 

These Christian fundamentalists 
sense membership pickings among dis- 
affected mainstream Protestants or 
even Roman Catholics. A crusade re- 
cently in Manila charged that the com- 
munists had targeted “liberal Protestant 
churches and Roman Catholics” for re- 
cruitment. 

Liberal clergymen worry about these 
charismatic, evangelical groups. Camba 
says the appeal is dividing the mainline 
churches. The Roman Catholic 
Church's auxiliary bishop for Manila, 
Teodoro Bacani, told the REVIEW that 
the revivalists “are nibbling at the 
Catholic flock.” 

Ataneo University dean Joaquin 
Bernas agrees. “There is a lot of support 
for [hardline anti-communism] amon 
American missionaries,” he told the 
REVIEW. And liberal Roman Catholic 
bishop Fransisco Claver makes no bones 
about it: the influx of the religious Right 
results from years in which the Roman 
Catholic Church *was seen as moving 
towards Liberation Theology." п 































Theties that still bind 
church and state 


In the Philippines, 
the legal division be- 
tween church and 
state caps a long tradi- 
tion that recognised 
very little division at 
all. During the long 
(1565-1898) Spanish 
period, the only temporal authority in 
most regions was the church. Royal de- 
crees stopping colonists settling outside 
a few urban areas resulted in clergymen 
becoming the only Spaniards living in 
most rural areas. 

Even in the towns, friars worked as 
censors and members of provincial 
boards. As church power grew, so did 
its wealth: by the time the Americans 
seized the country in 1898, the value of 
friar landholdings had reached on some 
estimates the then considerable sum of 
US$7 million. The Jesuits, Franciscans 
and Augustinian Recollects controlled 
most of the biggest estates on which 
most of greater Manila now stands. 

Although the brief 48 years of direct 
US rule ended this privileged posi- 
tion forever, the church never relin- 
quished its right to address various so- 
cial issues, notably education and family 
matters, especially divorce. Broadly 
speaking, however, the church’s political 
voice remained muted until the 1960s, 
when the Vatican II Council opted for a 








“preferential option for the poor.” The 
Vatican’s decision to become more of 
this world, and to take sides in it, slowly 
pushed the Philippine church hierarchy 
towards more social activism — and in- 
evitably also, towards more political 
confrontation with government. 

This accelerated during the martial- 
law years. The church gradually moved 
into an oppositionist stance after decid- 
ing on an approach that Manila’s 
archbishop, Cardinal Jaime Sin, calls 
"critical collaboration" vis-a-vis the 
government. When asked what this 
means, Sin told the REVIEW that “we 
[the church] should collaborate when a 
government is for the good and welfare 
of the people. But when there are 
abuses we should denounce injustice.” 

Church politicking reached a cres- 
cendo just before and just after the snap 
Ко election of February 1986. 

arcos stood accused by the bishops of 
a “criminal use of power.” Ina “revolu- 
tionary situation,” one Jesuit academic 
said at the time, “the fusion between the 
political and the moral becomes indis- 
tinguishable. Under Marcos it became 
difficult to make a distinction between 
preaching morality and speaking out 
against bad policy, because the policy it- 
self was immoral.” 

Using reasoning like this, most 
Catholic bishops seem to have little 








trouble distinguishing the proper pre- 
serve of church and state. Nonetheless, 
some suggest the church works to a flexi- 
ble double standard. University of the 
Philippines professor Perfecto Fernan- 
dez, a constitutional-law expert, is par- 
ticularly outspoken. He told the 
REVIEW that the church/state division 
“means the church is free to interfere 
with the affairs of the state, but the state 
cannot interfere with the church.” 
About 85% of 56 million Filipinos pro- 
fess to be Roman Catholics. 

Fernandez also said that “because of 
its influence over [President Corazon] 
Aquino’s government, the church now 
is practically sharing in popular sover- 
eignty, [with] church influence felt very 
heavily in two areas: first, tax exemp- 
tions for Catholic establishments, and 
secondly, public education — where 
provisions in the new constitution mean 
all public school teachers can be con- 
scripted for religious instruction.” 

Raul Segovia, chairman of the Left- 
of-centre Alliance of Concerned 
Teachers (ACT), says church influence 
has grown in the public school system 
since the Aquino government took 
power. ACT is the smaller of the two 
main teachers associations here. 

In some more general policy areas, 
the state also mirrors the church. 
Bishop Teodoro Bacani, one of 48 con- 
stitutional commissioners drafting the 
1987 charter, told his fellow bishops last 
year that Catholic social teaching had 
found its way into the new constitution. 
For example, he noted the “remarkable 
similarity” between the Vatican П 


social concern 








“Four Pillars of Peace” (truth, justice, 
freedom and love) and the words “re- 
gime of truth, justice, freedom, love, 
equality and peace” that appear in the 
new constitution’s preamble. 

Bacani also said the charter’s section 
on property “echoes faithfully” Catho- 
lic teaching on the social nature of pri- 
vate property found in the Vatican's 
“Instruction on Christian Freedom and 
Liberation” issued several years ago. 
And even the constitution’s declaration 
of “labour” as a “primary social econo- 
mic force," reflects “resonances of Pope 
John Paul II's concept of the primacy of 
labour over capital,” Bacani said. 

Other constitutional provi- 
sions winning the bishops’ 
favour: a nuclear weapons-free 
clause; renunciation of war as 
an instrument of national po- 
licy; “protection of the life of 
the unborn from conception,” 
and elimination of the death 

nalty. “More importantly,” 

acani’s paper to his 103 col- 
leagues on the Catholic Bishops 
Conference of the Philippines 
(CBCP) continued, “the new 
constitution has a pro-poor 
bias that echoes the modern 
church’s insistence on the 
preferential option for the 


poor. 


н es church institutionally has 
also gained from the new 
charter. One provision enables 
church establishments to avoid 
taxes, exempting all assets used 





exclusively for religious, charitable and 
educational purposes. 

Even nationalism takes the backseat 
to religion in another provision exempt- 
ing religious groups and mission boards 
from a requirement in the charter that 
Filipino citizens or corporations must 
own all educational institutions. 

Not all of the 39 Catholics sitting in 
the 48-member Constitutional Commis- 
sion praised the result. One of them, Sr 
Christine Tan, said recently that she was 
“pained” to see the bishops using their 
influence on issues such as abortion and 
religious instruction, while “the mass- 
es” had been neglected. “The church 
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was more concerned of itself than of the ` 


masses,” said Tan, who heads the Ecu- 
menical Centre for Social Concerns. 


The provisions marking the separa- ' 


tion between spiritual and temporal au- 
thority have changed but little in the 
three major Philippine constitutions 
this century (those of 1935, 1973 and 
1987). Each declares church/state sep- 
aration to be “inviolable,” but Fernan- 
dez cautions that *you must distinguish 
between the official law and what hap- 
pens in fact." 

The general secretary of the United 
Church of Christ in the Philippines, 
Bishop Erme Camba, agrees. “Histori- 
cally we feel that the [Roman] Catholic 
Church in the Philippines has always 
tried to be dominant . . . some people in 
our church believe [it] is trying to get 
back into that dominance by improving 
its influence in government." 

The most articulate Catholic think- 
ers would put the issue of church-state 
collaboration another way. "I have 
every reason to expect that for as long as 
governments do not reject the law of 
God, the church will leave those gov- 
peace," said Jesuit 
academic Joaquin Bernas in a recent 
paper entitled “Church-state relations.” 

The CBCP’s assistant secretary-gen- 
eral, Msgr Feliciano Palma, describes 
the limits: “It is not the church's role to 
correct [government] evil, it is the peo- 
ple’s. We tell them that evil is done so 
the people know what the evil is. But 
the ‘how’ to correct that evil is left to the 
people themselves.” 

— James Clad and Robert Rabecs 
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Nayan Chanda in Washington 


extend his one-year “leave of ab- 
nce” to two, if the Khmer Rouge do 
end their ways, has injected anxie- 
and uncertainty in the anti- Vietnam- 
€ Cambodian resistance. A new in- 
гоп the part of some members of 
Congress to bring the Khmer 
pe leaders to trial for genocide may 
be contributing to the worry of the 
lition Government of Democratic 
uchea (CGDK) and its backers. 

In a number of messages sent from 
yongyang to his son Prince Norodom 
aridh, Sihanouk: has threatened 
iat unless international organisations 
such as Amnesty International testify to 
Khmer Rouge respecting human 














rther year of leave from the job of 
resident of Democratic Kampuchea. 
ihanouk had earlier surprised his sup- 


yon yang that beginning on 7 May he 
/ be on leave for a year in protest 
inst the killing of two of his soldiers 
y the Khmer Rouge. 
A recently released Amnesty report 
Cambodia which. details human- 
ghts abuses committed by the Khmer 
ouge seems to have provided addi- 
опа] ammunition to the prince, The re- 
ort devotes its attention mainly to the 
ne Samrin regime, but in a less publi- 
section the report mentions execu- 
ons, forced labour and other acts of 
rutality practised by the Khmer Rouge 
camps under their control, Some peo- 
le were reported to. have. been exe- 
cuted because of their proclaimed pre- 
rence for Sihanouk's political move- 
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Sihanouk's threat to extend leave worries his backers 


пасе Norodom Sihanouk's threat to | 


ights in refugee camps, he would take a | 


Orters by announcing in a letter from | 





HAS HEP - 


шон, deep loathing for the Khmer | 


ouge who are responsible for the 
т, of 20 of the prince’s relatives, ` 
many observers see a clear political de- 
sign in his latest protest. There have 
been intermittent attacks by Khmer 
Rouge units on Sihanoukist troops. In 
an interview with the REVIEW last au- 
tumn Sihanouk complained about such 
attacks (REVIEW, 6 Nov. '86). But at 
that time, he had also said that this 
would not lead him to resign because it 
would end the coalition and facilitate 
"recognition [of Cambodia] as a Viet- 
namese protectorate." 

US sources point out that there were 
several attacks by the Khmer Rouge on 
the Sihanoukists before the 26 April 
kilings which prompted Sihanouk's 
protest leave. And the prince was appa- 
rently prepared to take this step before 
that date. "By taking this leave," an 
analyst said, "the prince has managed to 
refocus attention on himself. It not only | 
underscores his value to China, the Khmer 
Rouge and Asean but increases hislever- 
age." If Sihanouk had totally severed 
his ties to the Cambodian coalition gov- | 
ernment, he would have faced strong | 
criticism from his backers without en- 
hancing his position vis-à-vis Hanoi. 


[п a letter to Ranaridh, Sihanouk said 
that he has been used by many of 
the coalition sponsors, adding that “my 
conscience does not allow me to serve as 


a pawn — even if a pivotal опе — onthe | 


chess board of confrontation between 


two antagonistic power blocs.” Al |4 


though Sihanouk has repeatedly denied. 
any plans to meet Vietnamese or Hen: 
Samrin officials, in an intriguing remar 
abot his future course of action the 





| interests of the Khmer people." 





































closer to the long-term | 


Analysts said that while Sihanouk, ever 
conscious about his role in history, is un- 
likely to take a course that might make 
him appear as an accomplice of the 
Vietnamese, “he may just be position- 
ing himself for exploratory talks with 
the other side.” 

Some observers speculate that, ini- 
tially, the prince may conduct. such 
exploratory talks through third parties 
like Romania and India. Sources said. 
that during Sihanouk’s surprise trip to 
Bucharest in January, he was told by |. 
President Nicolae Ceaucescu that he | 
would soon be approached by India 
with some suggestions. The prince hada | 
meeting with an Indian diplomat in Pe- 
king on 27 February and was reportedly 
encouraged by the Indian attitude to- 
wards him despite its recognition of the 
Heng Samrin regime. Diplomatic eyes 
will be focused on Pyongyang this week 
where a meeting of the non-aligned 
countries takes place. Among. the. vi- 


'sitors will be Indian Foreign Minister- 
1 N. D. Tiwari. 


One observer interpreted Sihanouk's 
move as designed to distance himself 
from China and the Khmer Rouge 
without making Peking lose face. 
Sihanouk’s actions appear to have taken . | 
China by surprise. While in diplomatic |. 
contacts Chinese officials reportedly’ 
have played down the significance of the 
move, Peking's silence on the affair was 
seen by analysts as indicative of its em- 
barrassment. 

Asean officials have privately ex- 
pressed grave concern that if Sihanouk 
sticks to his decision, the support for the 
CGDK at the UN might erode. “It is 
tough to keep up the record vote for the . 
CGDK that Asean has secured at the 
UN General Assembly year after year. 
Even a slight drop in that number тау. 
give the impression that internation- — 
al support has peaked," one official 
said. 57 
The .Asean concern. has . been : 
heightened because of a recent move by | | 
US-based Cambodian survivors to urge 
the trial of the. Pol Pot group for. | 
genocide. Althoug 
tory to the.Genev. 
vention of genocide 
take up the case, the growingsupportin |^ 
the US Congress for such atrial adds to | 
Asean’s concern. 

Congressman Stephen: Solarz, chair- » | 
man of the House Subcommittee on 
Asian and Pacific Affairs, who had саг" 
lier spearheaded congressional support - 
for US aid to the non-communist Cam- .. 











































The right size for long routes 

that are not always heavily traveled. 
Our remarkable new MD4l goes as far as 
the largest widebody jet. Yet it costs about 
the same per seat mile and 30% less to 
operate per trip. 

The right size for passenger comfort 

and cargo convenience. 
The MD-ll's wide and inviting cabin is a 
direct result of its large fuselage diameter. 
Passengers will enjoy the sense of space. 
They'll also enjoy the added space for сапуоп 
luggage—more than three cubic feet per 
person. Below deck, the MD-11 offers 50% 
more revenue-cargo capacity than the 
largest wide-cabin jet. 
For 1990 and beyond. 

First flight is in the first quarter of 1989 — 
right оп time for airlines to enter the next 
decade with an efficient new addition to 
their fleets. One hundred MD-11s will be in 
the air, on the job, in 1992. 


Maximum profit potential 
with minimum risk. 
The key to the MD4l is the use of advanced 
technology where it pays off in the airline's 


hattam line and in nassenger feleveshiovsi 


МЛМ WE 
= — 


— 


That's why the MD4l has superb new 
engines, winglets at its wingtips, апа а 
smaller, drag-reducing, fuel-saving 
tailplane and cambered airfoil. A cockpit 
crew of two utilizes state-of-the-art digital 
electronics, and main flight controls are 
still actuated as they are in our DC-10 
proven in over 12 million hours of 
passenger service. 

Teams of experts from 14 airlines 
aggressively participated in the 
development of the MD-1's features until 
they—and we—were well satisfied. By 
working together, we designed а flexible 
interior so classes can be resized in a 
matter of hours. Galleys and lavatories 
can be relocated ovemight 

Orders and options for 17 customers 
now total over 100 of our new long-range, 
high-efficiency aircraft 

The MD-11: The future's coming fastest 
to those who choose it first 


WE WERE THE FIRST. AND WE ARE THE FUTURE. 
MCDONNELL 
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CONCENTRATION, SPEED, READINESS 
- THE CHALLENGE IS ALL - 


THE AUSTRALIAN gold rush. And Irish miners, reared on the ancient game of 
Gaelic football, evolve a new code of winter sport. Australian Football. Today Aussie 
Rules, as it is popularly known, is a national pastime with more than 380,000 players 
of all ages. 

THE GAME: Australian football is played on an oval playing ground which 


CA JØ features two sets of posts at opposite ends of the field. 
OX f 
S a Б Two teams of eighteen players each, work together to 





score goals by kicking the ball between the posts. A 
; А goal scored through the centre posts is worth six 
f у points and through the outer posts опе 3 С {ов 
И | | 













ie point. By kicking, 'hand-balling' or carrying, the 
ball is moved about. The key to a successful 


Australian Football team is in each individual supporting each 





Full Back 
be 


fring feu excellence: bs 


* * 
R. Full Back 1. Бый Back 





other for the common goad. 
To Pray: (A) To begin play, the field umpire blows his 












* * Й 
R. Half Back C. Half Back L Hall Back 





whistle and bounces the ball within the centre circle. (B) The 


| 
UL Cemre Pl wg 





team that wins the ball from the centre then propels it toward 


R Centre (Wing) 
their scoring goal. 'Handballing' requires a clenched fist. (С) lf a 
player in possession is forced to lose the ball, play continues. (0) 


R Half Forward С Hall Forward 1. Най Forward. 
Й * H 


Tackling a player who is not in possession of the ball is an 












offence. (E) When held legally by an opponent, a player 





R, Fall Forward ha Fa a foant 


must immediately dispose of the ball. 
THE TEAM: Australian Football is a team sport in 
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y every aspect. Tactics. and planning are critical and the team 3 Know your strength. 





must work together to carry out the agreed match. plan. The team ubt 
have confidence in each other, practise a great deal together and - 
learn team skills. Natural ability is not enough. As in all team. - 
endeavour, competence and confidence are two sides of one coin. 


Figo Defying the odds. ] { 
The ‘team’ philosophy has been integral in the ascension. of. Westpac as 


Australias world bank. To talk trade finance, foreign exchange, capital markets or. 


project finance, contact Australia's largest and most Wile stp: a С 


experienced banking and finance group. А ali is wo T k. , 


Bahrain, Beijing, Chicago, Columbus, Frankfurt, Honiara, Hong Kong, Houston, Jakarta; Jersey, | 
Kuala Lumpur, London, Los Angeles, ‘New York; Port Moresby, San Francisco, Seoul, Singapore, Suva, Sydney, 


` Taipei, Tarawa Bairiki, Tokyo, Vila, Welington. 
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Praise the Buddha, 
and pass the baht 


By Paisal Sricharatchanya and lan Buruma in Bangkok 


When a British jour- 
nalist in Bangkok call- 
ed a Thai friend a 
communist in jest, the 
friend failed to see the 
joke. “I am not a com- 
munist," he said, *I am 
Thai.^ Communism, 
clearly, is a confusing issue. During the 
turbulent 1960s and 1970s, some re- 
pua communism as a tool against 
oreign imperialism, others saw it as the 
main threat to national survival. Even 
Buddhist monks took sides. 

At the height of national polarisa- 
tion, when Thailand was in the midst of 
a chaotic experiment with full demo- 
cracy prior to the bloody coup that ended 
it in 1976, there were leftwing monks 
who saw capitalist exploitation as the 
root cause of human suffering. 
Not only should capitalism be 
wiped out, they argued, but also 
US “imperialism,” since the kill- 
ing of Indochinese people by US 
bombers flown from i bases 
violated the basic Buddhist prin- 
ciple of mercy. 

Leading the rightwing side 
was a flamboyant abbot called 
Kitti Vutho Bikku, who at- 
tracted attention at the time by 
allegedly saying that it was not a 
sin to kill communists. When 
asked about this today, he says 
that he meant it was not a sin to 
kill communism. There were also 
rumours that his religious col- 
lege near Pattaya, the Chittapa- 
wan Buddhist College, was used 
as a training camp for rightwing 
Khmer Serei fighters who strug- 

led against the Khmer Rouge. Trucks 

om the college were intercepted on 
their way to the Cambodian border, and 
were said to have been full of guns. 

But now this is all nonsense, says 
Kitti Vutho, *our only weapon is Dham- 
ma [Buddhist benevolence]." Nonethe- 
less, Kitti Vutho was one of the found- 
ers of an extreme rightwing movement 
called Nawapol. 

Kitti Vutho's use of Chittapawan 

"College as an anti-communist strong- 
hold underlines the abbot's close re- 
lationship with several key military fig- 
ures. Before the college was founded in 
1969. Kitti Vutho forged links with the 
two fnilitary strongmen, Thanom Kit- 
tikachorn and Prapas Charusathiara. 
Among his followers these days, who 
donate roughly Baht 13 million 
(US$504,854) annually to Chittapawan, 
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is the current army commander Gen. 
Chaovalit Yongchatyut. “But,” says the 
abbot, “he does not give a lot.” 

Never long out of the news, Kitti 
Vutho recently aroused interest be- 
cause of his ambitious plan to turn some 
2,000 Buddhist temples into the econo- 
mic nerve centres of rice-producing 
areas. The target is to set up one rice 
mill in each temple, ready to start mill- 
ing early next year. This would help to 
eliminate the middlemen, which would 
in turn help poor farmers suffering from 
successive years of depressed prices. 

This rice-milling operation is one 
way of combating communism, says 
the abbot, for it corrects social injus- 
tice. For many years Kitti Vutho has 
been a kind of social activist in the sense 
that he preaches material as well as 





spiritual development. “Monks should 
not just take alms, they must also give,” 
he says. He also believes that monks 
who just stay in the monastery are no- 


thing but parasites — a message re- 
markably close to that of his enemies, 
the leftist students. 

Entering the college, one is struck by 
the most unmonastic atmosphere. A 
white Mercedes is parked in the drive. 
Young monks — many adopted from 
poor families — work away with blow- 
torches and machine tools, building 
portable rice mills, repairing trucks, TV 
sets, refrigerators and big buses. These 
monks, we were told by Kitti Vutho's 
righthand man, who is part engineer, 
part social secretary, are being taught 
practical skills at the college. 

The abbot himself sits in an elabo- 
rate wooden chair on the lawn, talking 


to a well-known Thai TV personality; 
whois on his knees at.Kitti Vutho's feet, 
while the cameraman darts about look- 
ing for a good angle. The sound of a 
Brahms piano concerto wafts from the 
main office, where rice and other pro- 
ducts of the college are stored and sold. 
After the TV interview, it is our turn to 
meet the abbot. 

He is a large man with shrewd eyes 
and the ready smile of a public fi 
used to dealing with newsmen. Bud- 
dhism, we ask him, is known for its toler- 
ance towards other creeds, so how does 
he explain his active campaign to “kill 
communism”? “Buddhism is indeed the 
most tolerant of religions," says the ab- 
bot, “but the Lord Buddha also said 
that people should not associate them- 
selves with incorrect thoughts." 

Who decides what is correct or not? 
"The natural law of fact. We can see 
pos that communism is wrong. We 

ave seen the suffering in Laos and 
Cambodia." In line with Buddhist doc- 
trine, Kitti Vutho castigates й а for 
having “desire for power and wealth in 
their rts.” There is nothing wrong 
with Christianity per se, he says, 
but the missionaries are com- 
mercialised.” 

We ask him about Islam. The 
law of fact shows that people in 
many Islamic countries suffer 
from violence. Is Islam, like 
communism, incorrect? “No, 
only the people who propagate 
it. They have greed and power in 
their hearts.” Is that not the 
same with communism? “No, 
the natural law of fact shows that 
communism is incorrect.” 


he conversation shifts to his 

rice-milling programme. The 
figures are impressive: Baht 6 
million was received as a govern- 
ment subsidy to buy about 3,000 
tonnes of paddy. The college rice- 
mill has paid nearby farmers 
Baht 3,000-3,200 per tonne, considerably 
higher than prevailing market prices. 

Is it really the role of Buddhist 
monks to take up this kind of activity? 
Should it not be the government's re- 
sponsibility? “The government has 

ood intentions, but some officials are 
immoral and have vested interests. 
Those who claim to be helping the farm- 
ers are actually reaping unfair gains 
from them.” 

Commercial greed is a major cause 
of moral decline, according to Kitti 
Vutho. “Buddhism teaches the Golden 
Mean. Material development should be 
moderate . . . In many developed 
societies of the West and in Japan, reli- 
gion is nothing but ceremony, empty of 
meaning. The high level of education in 
the West resulted in a decline of faith. 
There is nó more point in going to 





ger of this hap- 
ng ith its speedil de- 
ping economy and higher educa- 
“Certainly not, technology and 
nce will further Buddhism as the 
ing light." Our timetas up. Report- 
от а Thai business magazine were 
ng for their turn. 
at technology and science can 
t religious faith is demonstrated 
Other monastery, notfar from Don 
пр international airport, called Wat 
akaya. With more than 1,000 
s the largest temple compound 
country. If Chittapawan looks like 
огу, Dhammakaya is like a sanator- 
for very rich patients: lush green 
s, white marble buildings, a man- 
waterfall, lakes and nicely land- 
| parks. And in a sense it is like a 
orium, for young, middle-class peo- 
from the city troubled by the stress 
d strain of modern life. It is especially 
г with students, perhaps ex- 
ling the accusations of being 
ist.” 
act, the aggressive promotion of 
nakaya owes more to the 
s employed by American TV 
. The visitor is shown slick 
esentations, куешу: that 
education teaches “foreign 













i 
told, is also bad, for “people no longer 
trust each other.” 

Thais are alienated from themselves, 
explains the American narrator, while 
shots of discos and massage parlours are 
projected on the screen. This is fol- 
lowed by images of thousands of 

ple, all dressed in white robes, meditat- 
ing in the Dhammakaya park. Close- 
ups of ecstatic young faces are accom- 
panied on the soundtrack by the theme 
song from Chariots of Fire — "the result 
of the achievements of the foundation 
of which everyone is proud." Dham- 
makaya also spreads its message 
through cassette tapes, glossy maga- 
zines, cartoons, books, a daily TV spot 
and special programmes on AM and FM 
radio. 

We ask a young woman, dressed in 
white like all Dhammakaya followers, 
why this rather extreme promotion was 
necessary. “Vice is spreading so fast in 
our society, that we must use modern 
technology to get quick results,” she 
says. 

It all started quite modestly in 1970 
on an 80-acre rice field. The founder of 
Dhammakaya meditation was the late 
Luang Por Wat Paknam, whose 





" The most iai techie 
Це а today involves а с 
ball, 
Phra Thattacheevo explained, is “more 
practical than the old methods. It is nice 
and smooth." 

Other attractions, we are told, are 
the pesa landscape, the good food 
l donated by grateful followers, or 
parents of followers — good, clean 
toilets and what "Thattacheevo calls 
"semi-control." All worshippers must 
wear white, abstain from drinking, 
smoking or other indecent acts. 





I: has all proven to be so 
on key religious days like Makha 
Bucha and Wisakha Bucha, or thé an- 
nual Kratin ceremony when offerings of 
essentials are made to the monks, close 
to 100,000 people come to the temple. A 
attendance on Sundays now tops 5,000. 
Thattacheevo repeats what the 
young woman had already told us: the 
main problem in Thailand rad is the 
deterioration of morals. Why would 
that be? The monk ticks off the reasons 
on his fingers, sitting behind his large 
glass-topped desk, in front of which we 
were kneeling: *No models of be- 





stat- 
which, the deputy chief: a bot 
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RATION 


Jaffrey, a Japanese language 
ool in the city’s fashionable 
га ward, business was booming. 
ith only 10 small classrooms, the 
1001 had managed to register over 
tudents.. 








The secret to its success: less than | 





of the students actually attended 
. The rest, the Department of Im- 
tion soon discovered, were proba- 
y at their jobs. Like thousands of 
r Asian "students" who have re- 





“Japanese 
| teach- 
apenas "They. re in the business of 
ling visas," says Morito Naganuma, 
tor of the Tokyo School of the Ja- 
se Language, one of Japan's most 
pected language institutions. 

rawn by the strong yen, and few 
rtunities at home, increasingly 
Sians are looking to Japan for jo 
nissued 12,637 student (“cultural’ ) 
as in 1986, five times more than a 
year earlier. Asians comprised 90% of 
tlie recipients. In 1985, reported cases 
f illegally employed: workers reached 


























oy don't know much about 
Japanese they learned 


5,629, an eight-fold increase over 1980. 
Immigration officials declined to esti- 
mate the number of actual cases, but 
they did report that the number of 
Southeast Asians entering the country is 
doubling every year. 

Foreigners attending Japanese lan- 
guage schools for at least 20 hours each 
week are entitled to work for a mini- 
mum of six months, if they possess a cul- 
tural visa. Available on a large scale 
since 1984, the visa was originally de- 
signed to help students pay for the costly 


language training, but gradually stu- | 


dents and schools developed more prag- 
matic and profitable uses for it. In. the 
process, Japanese language schools 
have become significant conduits for il- 
legal labour entering the country. 

"Although the demand for their 
labour is decreasing, the real number of 
those working illegally in Japan is in- 
creasing," said Takashi Kawakita, asso- 
ciate professor of Sociology at Tokyo 
University of Foreign Studies. 

Of the roughly 450 language schools 
in Japan, at least 70% are providing 
covert services: to foreigners, school 
owners say. A cultural visa can be ob- 
tained for a fi iment of about 












*200,000  (US$1,389). Ағ: many 
schools, a full-time job at a factory or 


for an initial fee of about 3300, 
or at a cabaret for as much as ¥450;000, 
including the visa, sources. say. Al- 


there is often an implicit understanding 
that students will not show up for class. 
In addition to the charge for the visa, 
some schools levy supplemental fees. 
Pointing out that visas would not be re- 
newed without a 70% attendance rate, 
one school charged students a daily pre- 


dance records before they were. finally 





kickbacks. from“ students for having 
found them work. 

The larger Japanese schools may 
clear ¥50 million in profits per year 
strictly on their visa. operations. But 
many school owners also control a varie- 
ty of related businesses. Some Korean 


and . Taiwanese’ school’ owners; for: 


example, who: recruit through. news- 
paper ads in their home countries, re- 
portedly earn profits from every step of 
their involvement. with students: the 
travel agency, school and work place. 
Ministry of Education officials also 









construction site can. also be arranged 


though these figures may. also include: | 
the cost of three months of lessons, ~ 


mium of ¥500-1,000 to falsify atten- | 


caught, according to a school owner... 
Other schools allegedly receive weekly: 



































acknowledge that the Japanese mafia or 









all Japanese language schools; ow the 
cabarets ‘and sweatshops where stu- 
dents are sent to work, Southeast Asian 
egally in Japan make 

ur for constru 











yakuza, who control about one-third of 





behaviour, no aim in life, 
no respect for each other.” 
Why was that? “Simple,” 
Says the monk, “because 
of vices.” Yes, but why 
had vices increased? That- 
tacheevo ticks off the 
reasons again, “no models 


The models at Dham- 
makaya are the monks, 
who, says Thattacheevo, 
show the young worship- 
pers that they can be happy 
without vices. We ask him 
whether vices might have 
resulted from the material- 
ist incentives of capitalism. 
In other words, were Bud- 
dhism and capitalism con- 
tradictory? “In the first 
place,” he says, “few peo- 
ple understand Buddhism, 
ѕо no contradiction is felt. 
Secondly, there is no contradiction be- 
tween materialism and Buddhism. If you 
have something, that is fine, as long as 
you use it constructively.” 

Dhammakaya evangelism may be a 
little crass — though nothing compared 
to the likes of Jimmy Swaggart Inc. or 
the Praise The Lord organisation under 











and factory work, roughly half of what a 
Japanese male would earn, according to 
Kawakita. While the yakuza has a long 
history of using Southeast Asian women 
in Japan's sex industry, through the lan- 
guage schools they are developing a 
sizeable force of illegal male labour for 
their businesses, which include con- 
struction, trucking and security. 


I? fact, a search for illegal workers 
which uncovered an unusually high 
number of male students ultimately led 
the Department of Immigration to in- 
vestigate Japanese language schools last 
autumn. In addition to the Jaffrey 
school, Tokyo Academy, Tokyo Ko- 
kusai Kyoiku Gakuin (Tokyo Inter- 
national Education Institute) and 
Tokyo Bungakuin (Tokyo Language In- 
stitute) were also cited with immigra- 
tion-law violations. 

Immigration officials recognise that 
these cases represent just 
a fraction of the actual 
number of offences. But 
cumbersome legal require- 
ments to obtain court orders 
prevent them from inves- 
tigating other schools, they 
“say. 

The four schools unco- 
vered by the Department of 
Immigration were по! 
penalised in any way. No 

rofits were confiscated, no 
es levied, nor were the 
schools forced to close. 

Under Japanese law, 
everything from quality to 
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Buddhist monks in downtown Bangkok: keeping hohe 








Jim and Tammy Faye Bakker — but 
fairly innocuous. It seems much like 
new religions in many countries where 
rapid economic change causes spiritual 
dizziness. Nonetheless, the anti-Red 
crusaders aside, some Thai critics see it 
as a dangerous form of fundamentalism. 

To be sure, some of the deputy ab- 
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bot's professed ideas, 
would put a few'feminists' 
hair out of place: “For 
women who wish to be ors 
dained with a status equal 
to monks, they should de- 
vote themselves to making 
merit in this life so they 
can be reborn as men in 
the next.” He also warns 
men that the penalty for 
sexual immorality is to be 
born as women in the next 
life. The idea that the poor 
jobless are in that predica- 
ment because they are too 
choosy or had refused to 
make enough merit in pre- 
vious lives would also 
upset a few liberals. 

But one can see why it 
would appeal to members 
of the newly rich middle- 
class — it puts their consci- 
ence at rest. And to be told that donating 
moncy to the temple ensures a better fu- 
ture life is immensely reassuring. People 
make money, give some of it away, feel 
meritorious, and the temple gets rich. 
That way everybody is happy — except 
those poor unemployed, of course: they 
will just have to pray harder. п 


` 








safety in language schools is completely 
unregulated. School owners are invited 
to set up businesses in the same way 
that, say, supermarkets can. As a result, 
education officials contend that no gov- 
ernment body possesses the authority to 
close one down. This might explain why 
the investigation actually led to an in- 
crease in the number of cultural visa 
abuses, as Hoseki, a Japanese magazine 
reported. 

In an effort to monitor the rowing 
problem, the ministries of education 
and justice have each established a 
watchdog group. In addition, the De- 

artment of Immigration has issued a 
ist of 158 authorised schools. But only 
20-30 of the approved schools are ac- 
tually legitimate, according to one 
official in the Immigration Depart- 
ment’s Japanese language school ad- 
visory group. The official said he was 
powerless to reverse their status. 





Government officials are aware of 
these allegations, but stress a different 
set of priorities. *More important than 
immigration violations is the idea that 
Japanese language schools may be giv- 
ing foreigners a bad impression of 
Japan," said Akiyuki Tahara, director 
of Educational and Cultural Exchange 
at the Ministry of Education. 

There are several theories as to why 
government agencies are not interven- 
ing directly with the language school 
problem. “Because these schools are for 
foreigners, many people are asking 
"Why should we care'?" says Tomanari 
Kaneda, who heads the Ministry of 
Education's 27-member watchdog 
group. Some say that the government is 
turning a blind eye to immigration 
abuses because of a real need for cheap 
labour. 

“Young Japanese men don’t want to 
do the dirty jobs for very little pay any- 

„= more,” said Takahide Ezoe, 
= president of the Shinjuku 
Japanese Language Insti- 
tute. 

All parties agree, how- 
ever, that the problem will 
probably worsen. An 
increase in the number 
of illegal workers to 100,000 
will create a major social 
problem in Japan, said 
Kawakita. “If you reveal 
this threat on TV or on 
the radio,” he continued, 
“the Japanese will react by 
wanting to expel all foreign- 
ets." 









































т, London. £10.95 (US$17.80). 


Freemantle will be known to 
y às the creator of the in- 
urs Charlie Muffin stories. He also 
ritten books about the KGB, CIA 


non-fiction title The Steal con- 
counterfeiting and industrial es- 
age. As befits a former journalist — 
was foreign editor of the Daily Mail 
til 1975 — his book is at times sensa- 
nal. But it is also generally well-re- 
rched and documented. He has, in 
у event, chosen an enthralling subject 
h will be of special interest to en- 
reneurs in Asia. 
‘Steal describes the “biggest lar- 
n history": the specialist crime of 
mercial pirates who trade in goods 
or copied without regard to those 
entions designed to protect pa- 
its, trademarks and copyright. Free- 
ntle looks at those areas where 
| plunder operations are most preva- 














cking'the modern pirate 


al: Counterfeiting & Industrial 


e international drug trade. His. 








Espionage by Brian Freemantle. Michael 


lent, and illustrates his account with 


, numerous examples of successful ven- 


tures. He also documents a few cases 


| where manufacturers have succeeded in 
obtaining redress. Those successes 
seem remarkable because they are só | 


rare. 

Industrial espionage involves the 
theft of technological material which 
has potential strategic importance. In 
this area, the principal villain is the 
Soviet Union. A Soviet shopping-list for 
Western technology, called the red 
book, exists. Apparently it runs to 27 
chapters and is as thick as a city tele- 
phone directory. Soviet agents are ex- 
pected to obtain at least four items a 
year. 
In Paris in 1949, an international or- 
ganisation called the Coordinating 
Committee for Multilateral Export 
Controls, or COCOM, was set up to 
monitor the flow, and block the exports, 


| of “dual technology,” or civilian tech- 














ich could have military appli- 





ever, further agreements are unlike- 
ly as Europe is annoyed by US inter- 
ference їп matters falling outside its 
jurisdiction. There is also a feeling 
‘that the US has failed to recognise | 
changing attitudes towards export con- 
tro 2 ` 


The Soviets have fought against 
COCOM measures with disinformation 
tactics, reports purporting to come from 
the US. They claim that Western 
Europe is the victim of economic ter- | 
rorism caused by paranoic American 
protectionist policies. Often these alle- 
gations are believed because they con- 
tain an element of truth. 

Where counterfeiting is concerned, 
the chief protagonists come from Asia 
— principally Taiwan, Singapore апа 
Hongkong. All areas of commercial en- 
terprise are at risk, but the main items 
are electrical goods, designer clothes, . 
books and products from the recording 
and film industries. The US Govern- 
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inwi , Sydney. No price given. 


1 is unusual for two good books on 

sto be published in one year, but 
986 saw the appearance of MacAlister 
wn and Joseph Zasloff's Apprentice 
volutionaries, a study of the com- 
;,movemént and regime in Laos 
EW; 5 June '86), and now we have 















Regimes Series edited by Bogdan 
wski. This series will be publish- 
titlés on all existing Marxist regimes 
d on special issues relating to com- 
ist politics. Michael Vickery's book 
, Cambodia appears in the same 
165. $ 
















er the past 10 years, consistently pro- 
ced high-quality academic commen- 
у on the Lao communist regime. In 
2, he edited an-uneven collection of 
says, Contemporary Laos (REVIEW, 3 
Feb. '83). The latest book, while gener: 


reasons. 


Stuart-Fox's survey in the Marx- | 


ustralian author Stuart-Fox has, 
pelling than his many essays. 





aware that Laos’ recent political history 
is one of lost opportunities, and lack of 
control over its own destiny in the face 
of more powerful surrounding states 
and their allies. I 
| [mining of Prince Souvanna Phouma's | 
Since his book is part of a handbook | ati 
series on Marxist regimes, Stuart-Fox,. | 

ike Vickery, is forced to follow a pre- 








ally good, is uneven for different | 





arxist regimes in a mess 
o ities, Economics and Society by Martin Stuart-Fox. Frances Pinter, 


chea: Politics, Economics and Society by Michael Vickery. Allen & 


arranged format covering political his- 
tory, social structure, the political sys- 
tem, the economic system, domestic 
policies and foreign policy. Both au- 
thors are clearly more interested in 
some topics than in others. For exam- 
ple, the chapters on social structure in 
both books are thin, and the chapter on 
the economic structure in Laos by 
Stuart-Fox reads like an uninspired 


| summary of a World Bank report. To 


some extent the fixed format works in 


.. Vickery's favour by ironing out some of 


the idiosyncrasies found in his contro- 
versial 
Stuart-Fox's book on Laos is less com- 


Stuart-Fox makes the reader well 


He writes of the under- 


mpts to form neutralist-dominated | d 
Coalitions in the late 1950s: ^A genuine | — 1 
-opportunity to insulate a neutral Laos | i 





Cambodia 1975-1982. Ви 






cies, as well as some capitalist countries, 
lo 


from the gathering clouds of war in 
South Vietnam ‘was thus lost, partly 
through the myopic veniality of the poli- 
tical Right in Laos, partly through the 
ideologically motivated opposition of 
the United States.” 

By 1962, when another Geneva con- 
ference attempted to ensure neutrality 
in Laos, the storm clouds had already 
burst. "The tragedy for Laos was that 
neither the United States nor the DRV 
{Democratic Republic of Vietnam] had 
any intention of permitting neutrality of 
Laos to interfere with their prosecution 
of the war in South Vietnam.” 

From then on a comniunist victory in 
Laos simply awaited the fall of Saigon. 
The Lao revolution was primarily a pro- 
duct of its international rather than in- 
ternal environment. 





















Tw became very clear once the 
communists took power at the end 
‘of 1975. They inherited a society which |. 
was poorly integrated’ economical 
ly, politically: and ethnically... Con- 
sequently, Laos. was incapable of de- 
fending itself from concerted external.. 
or internal opposition, or of rapidly de- 

veloping its largely subsistence-based 





















‘peasant economy. Therefore, it has de- | 


pended on. Vietnam for defence, and 
the Soviet bloc and international agen- 





for development. It remains a weak and 


nt nation 


ment attempts to fight this type of piracy 
with their generalised system of prefer- 
ences, threatening a reduction in the an- 
nual export allowance of duty-free 
goods to the US, in those countries 
where governments do not make strin- 
ent efforts to enforce copyright 
aws, and protect patents and trade- 
marks. 


Me: Asian countries have hope- 
lessly antiquated and archaic legis- 
lation against piracy. Hongkong has 
more laws relating to this abuse than 
any other Asian country. Nevertheless, 
trademarks and patents are often in- 
fringed. Freemantle suggests that one 
reason why piracy is still rife is because 
of triad involvement. Peking has estab- 
lished a patents office in Hongkong, and 
the officials manning it are “generally 
sympathetic to complaints from West- 
ern manufacturers." He maintains, 
though, that mainland Chinese manu- 
facturers may sometimes unwittingly 
produce counterfeit material when ful- 
filling orders from Hongkong, because 
they do not know that the designs and 
specifications constitute a trademark. 

owever, there are very few controls in 
China — the country is not, for example, 
a member of any international 
copyright convention — and some be- 
lieve that China, with its tremendous 


old, educated elite, forcing many of 
them to flee. The lack of a constitution 
in Laos has also hindered the new re- 
gime's attempts to stabilise the lives of 
its educated members on whom it de- 
pends for the country's administration. 

In the absence of clear rights and 
laws, few people are prepared to take 
initiatives, and it is still unclear when a 
constitution will be enacted. The delay, 
according to Stuart-Fox, seems to show 
that the leaders “were not prepared to 
accept a ready-made constitution of the 
Kampuchean variety [under Heng Sam- 
rin}.” Further, Stuart-Fox adds, pe 
haps there were “profound differ- 
ences between the Lao leadership and 
their Vietnamese counterparts and ad- 
visers over what form the Lao constitu- 
tion should take . . ." 

It is natural to make comparisons be- 
tween Vietnamese influence in Laos 
and in Cambodia, especially as it is com- 
mon in the West to consider both coun- 
tries as “puppets” of the Socialist Re- 
public of Vietnam. Stuart-Fox con- 
fronts this problem head-on whereas 
Vickery tends to weave it into his text. 
‘This is because Vickery's book is mainly 
about the People's Republic of Kam- 
puchea (PRK), and therefore Vietnam- 
ese influence is more or less recognised 
as pervasive. 

Lao situation is more ambigu- 
ous. Vietnamese influence in Laos is 
strong, argues Stuart-Fox, and “is such 
as to preclude discussion of alterna- 
tive policy options," especially in for- 
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copying capacity, could become the 
most ruthless and efficient pirate in the 
world. 

The author cites examples of the Ja- 
panese argument that there is nothing 


intrinsically wrong with copying. Japan , 


claims that the West has created a mar- 
ket for luxury goods, but the price of the 
genuine articte is too high. Since they 
can produce the goods, of equal if not 
pub? 


eign policy. But it is not untrammelled. 


Vickery's book provides a neat poli- 
tical history of Cambodia from the 
Ankor Empire up to the present. His 
outline of the rise of Pol Pot and the 
policies enforced by his regime is done 
with welcome brevity and lack of 
polemics. His support for the Vietnam- 
ese invasion is unambiguous: “Had 
there been no foreign support for the 
surviving opponents, Pol Pot's [Demo- 
cratic Kampuchea] DK would very 
likely have continued its bleak existence 
with a population cowed under fanatical 
poor-peasant cadres, and might have 








superior quality, and often at a fraction“ | | 
of the cost of the original, they insist | - 
that they cannot understand what all the 
fuss is about. Students, too, determined 
to make the most of educational 
facilities, feel justified in using cheaper, 
pirated textbooks. , 

Apart from the loss of revenue 
caused by product stealing, which is 


{| conservatively estimated at 3% of world 


trade, there are appalling consequences 
when counterfeiters use their dubious 
skills in the pharmaceutical arena. 
Further, pirated aircraft parts and au- 
tomobile parts also are potentially 
dangerous when the copies do not 
match the manufacturer's original 
specifications. 

Protection is difficult. The onus is on 
the manufacturer to register trademarks 
in countries around the world even 
when they do not have markets there, 
for that is often the only way they might 
have legal redress. Anthony Gurka, of 
Commercial Trademark Services, an 
investigation agency in Hongkong, is 
quoted as arguing that "counterfeiting 
should be regarded, though not toler- 
ated, as a necessary part of the indus- 
trialised maturing of underdeveloped 
countries." The author suggests that the 
threat of economic sanctions should be 
used to force governments to act. 


— Ffiona Swabey 


stabilised in a peasant autarky at a very 
low economic level." Vietnam's inva- 
sion, according to Vickery, was a legiti- 
mate response to DK's attack across 
the border and the only lever for 
change. 

Most of Vickery's book, however, is 
a detailed examination of the policies 
and institutions of the PRK. He success- 
fully demonstrates that a recognisable 
government and administrative struc- 
ture is being put in place there. It is 
around this structure that distinct 
Khmer state interests will coalesce and 
strengthen in the long run. 

But Vickery tends to overstate his 
case for the degree to which the Khmers 
are running their own show. A quick 
look at Laos, which has not suffered in 
the same way as Cambodia, shows that 
it is still heavily dependent on outside 
advice and support from Vietnam and 
the Soviet Union. In Cambodia this is 
even more true. 

As for human rights, Vickery offers 
the controversial conclusion, at least for 
those hostile to the Vietnamese-backed 
government in Phnom Penh: "Since 
1979, Cambodia has seen an increase in 
the rule of law and concern with human 
rights, after a long period of erosion, 
starting in the mid- 1960s." 

Both of these books will be very use- 
ful for people who may find themselves 
dealing with either Laos or the PRK as 
they provide a good reference on most 
topics. As interpretations of events they 
are less powerful. — Grant Evans 
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Foreign borrowing curbs hit Taiwan markets 


№ gain without pain 


By Cari Goldstein in Taipei 

ET currency market and stock- 
market have been thrown into dis- 

array by new central bank measures to 

stem capital inflows. 

Battered by huge losses stemming 
from the NT dollar's 23% appreciation 
against the US dollar in the Te 20 
months — amounting to NT$160 billion 
(US$5.1 billion) since July 1986, ac- 
cording to Central Bank of China 
(CBC) governor Chang Chi-cheng — 
the CBC has restricted banks' foreign 
borrowings and participation in the for- 
ward currency markets. 

The initial result has been confusion 
and a drastic falloff in activity on the for- 
ward markets, as banks scrambled to as- 
sess the impact of the new limits. The 
stockmarket also went into a nose-dive 
due to investors’ fears that exporters 
would now feel the brunt of the local 
currency's appreciation. The weighted 
price index dropped 186 points, or 10%, 
in the first six days of trading after the 
new rules were announced. On 8 June 
the index closed at 1,692.6. 

Chang described the rule changes in 
a 5 June press conference as an attempt 
to move the NT dollar more quickly to- 
wards a higher, stabilised level, which 
would remove the incentive for inflows 
of speculative capital. He said the mea- 
sures would also lay the way for the lift- 
ing of controls on outward capital flows. 

Taiwan's legislature on 8 June began 
consideration of a joint central bank-Fi- 
nance Ministry proposal to lift most 
forex controls, which have been in ef- 
fect for almost 40 years. Government 
officials have said the measures will be 
implemented by late July or August 
(REVIEW, 4 June), though controls on 
inward capital flows are likely to remain 
in effect longer. In March, the govern- 
ment had begun requiring central bank 
approval for inward remittances of 
more than US$10,000. 

The announcement of the central 
bank's new measures came suddenly on 
30 May and was delivered to banks by 
CBC messengers shortly after the close 
of business. Both domestic and forcign 
banks were ordered to freeze foreign 
borrowings at the level on their books 
on that day. At the same time, the CBC 
lowered from 90% to 40% the propor- 
tion of forward currency contracts it 
buys from banks. 

Bankers said at least two local banks 
(which are state-owned) had some prior 
notice, enabling them to build up their 
US-dollar positions in advance of the 
central bank order. But the authorities 


later quietly instructed them to reduce 
borrowings to the earlier level, accord- 
ing to local and foreign banking sources. 
The freeze on foreign borrowings 
has effectively choked off a major 
pem area for foreign banks, which 
ad been most active in the field, as it 
ques them from further expanding 
S dollar lending facilities. Demand for 
US-dollar loans from local manufactur- 
ers had risen dramatically in recent 
months, despite higher interest rates, as 
many firms found it profitable to bor- 
row now and repay in cheaper US dollars. 
Foreign banks had led the way in 
providing US-dollar de- 
nominated рге-ехрогі 
and post-import loans. 
The expansion of the for- 
ward currency markets 
had also pushed up 
foreign borrowing, as* 
banks previously had to 
cover the 10% of for- 
ward contracts not 
bought by the central 
bank with additional 
borrowings. With the 
lowering of the buy-back 
ratio from 90% to 40%, 
banks will have a much 
greater need to borrow 
abroad, just as the cen- 
tral bank has slapped a 
ceiling on their total 
foreign liabilities. 
Central bank figures 
show that foreign liabili- 
ties of foreign banks’ 





local branches rose from NT$70 billion 
at the end of June 1986 to NT$125 bil- 
lion by the end of n this year, the 
most recent data available. For domes- 
tic banks, liabilities rose from NT$70 
billion to NT$265 billion in the same 
period. Bankers said they expected 
May statistics would show even fast- 
er growth. The rise in foreign borrow- 
ings reflected banks' increasing will- 
ingness to turn towards offshore capital 
to fund local lending operations. 

The central bank's move to lower its 
forward contract buy-back ratio in- 
creased the risk to the banks and raised 
the cost of access to the 
forward markets for 
traders. This was certain 
to have major repercus- 
sions on the economy. 

The forward markets 
had become another 
popular tool for export- 
ers looking to blunt the 
impact of the NT dollar 
appreciation on their 
products competitive- 
ness. In a forward cur- 
rency transaction, an ex- 
эше, might contract to 

uy US dollars at a set 
rate in 180 days (or less), 
gambling that the actual 
rate by then would have 
risen beyond his agreed- 


rule change will fall most 
heavily on small and 








pa 








medium-sized firms,” said a foreign- 
bank manager. He and other bankers 
said they had already been forced to be 
more selective in providing US dollar 
| credits, with only their biggest and most- 
valued customers getting new export or 
| import loans, or new forward contracts. 
| Chang said the central bank’s new 
rules would have effect for two months 
гапа then face further review. The CBC 
initiatives amounted to a major policy 
shift for the government. The apprecia- 
tion of the NT dollar has resulted chiefly 
from US Government complaints that 
Taiwan’s currency was undervalued and 
artificially inflating the burgeoning 
bilateral trade imbalance. Up to now, 
Taipei has sought to give its exporters 
time to adapt to the changing economic 
environment by holding the NT dollar’s 
rise to a moderate, steady pace. 


А" side of the government's ef- 
WA forts to protect local manufacturers 
was to promote what was effectively a 
Subsidised forward currency market. 
| For one thing, the central bank saw to it 
that the forward rate was kept artifi- 
cially close to the spot rate — thus mak- 
ing it a virtual sure thing that the NT 
dollar. would be at a higher level by the 
end of the forward contract. | 

"Аіѕ0, by buying 90% of banks’ for- 
ward contracts, it made the operation 
virtually risk-free for the banks, who 
competed to offer customers premiums 
or razor-thin handling charges. 

Now, the government is shifting 
gears and placing the burden of the ris- 
ing NT dollar squarely back onto the 
shoulders of Taiwan's exporters. "The 
authorities realise that narrowing the 
trade surplus will require real sacrifice 
in the area of export competitiveness," 
said a senior local banker. 

The US-Taiwan trade imbalance 
widened to US$6.3 billion in the first 
five months of the year, up from US$4.9 
billion last year. Trade officials fear that 
US pressure on the NT dollar will con- 

















tinue until the island’s su : 
led off or begun to shrink. Vice-Econo- 
mic Minister Li Mo said.on 7 June that 
the government would like to hold the 
local dollar at a rate of 30-31 to the US 
dollar. The NT dollar was trading at 
NT$31.24:US$1 on 8 June. 

Prior to the central. bank's unex- 
pected rule changes, forward currency 
trading had been averaging US$200-300 
million a дау; In the first business week 
in June, trading dropped. off to barely 
USS$10 million a day, as most banks re- 
fused to buy forward contracts from all 
but a few oft their best customers. 

Another effect was to widen the 
spread between spot and forward rates. 
Previously, it amounted to about NT$1, 
an artificially narrow spread that failed 
to reflect the difference in interest rates 
between US-dollar and NT-dollar loans 
in Taipei. From the beginning of June, 
however, the 180-day forward rate 
began rising NT$0.2 a day, reaching 
NT$29.90 by 6 June. -~ 

This meant traders had less incentive 
to go to the forward market, in light of 
the government’s proclaimed hope of 
holding the local currency below 30:1 
against the US dollar. Success in this 
undertaking would mean the 180-day 
rate had already gone too far to make 
forward trading profitable. 

Bankers. were critical of the central 
bank’s new restrictions on capital in- 
flows. “This will have little effect on the 
true speculative capital, but will have a 
major negative effect on bona fide 
trade-related borrowing by local com- 
panies,” said a foreign banker. Analysts 
estimate that about US$10 billion has 
flowed into Taiwan in the past year. Most 
is thought to be former flight capital re- 
turning to profit from the appreciation 
of the NT dollar against the US dollar. 

The influx has swollen Taiwan's 
forex reserves, which Chang said on 8 
June had topped US$60 billion. At least 
85% of the total is held in US dollar-de- 
nominated instruments. п 


























BORROWING 


Bridging the 
aid gap. 


Nordic countries plan to offer. 
soft loans to Asean members | 


Ву Anthony Rowley in Stockholm . . 
he Helsinki-based Nordic In 
ment Bank (NIB) — which isown 

jointly Бу the governments of Finla 

Denmark, Sweden, Norway and 

land — is discussing the open 

a soft-loan window for membe 

Asean. If approved, as seems likely, 

facility will represent a financing bre: 

through because there is at. present v 

tually по official bilateral aid from 

Nordic countries to Asean, with the « 

ception of Denmark. А toc 

The move was disclosed in Stoc 
holm by Zia Noorzoy, senior vice-pti 
sident for international lending at t 
NIB. His announcement coincided w 
a conference on Asean industrialin 
ment held by the Swedish Trade Co 
cil and also with a visit to the. Nc 
countries by a group of 40 leading 
donesian businessmen led by Ginand 
Kartasasmita, chairman of Indone 
Capital Investment Coordinating Boai 

Their visitwill be followed shortly. 
groups from Malaysia and Thailand: 
the Nordic countries seek to step i 
their investment in, and trade with, th 
Asean members — Indonesia, Mala 
sia, Singapore, the Philippines, Tha 
land and Brunei. 

The Nordic initiative will be espe: 
cially welcome in Indonesia whére the 
is official concern over the mounting i 
balance in direct investment and offici 
financing from Japan, Europe and th 
US. Japan is becoming. increasing! 
dominant, according to Indonesi 
sources. 

The Nordic countries, which, 





| group, enjoy a favourable balance 


trade with Asean at present, appe 


| be taking a long-term view of eco: 

| growth prospects in Southeast As 

| are apparently undeterred in their 
| vestment objectives by the recent e 
| nomic slowdown in several Asean со! 
| tries. 


wards South Asia and Africa. This lac 
of official financing has, to some extent 
hindered private business initiative 
from the Nordic countries in Asean, ас 
cording to Zia. EN 
The proposed soft-loans window: at 
the NIB should fill this gap. The total 


«size of the cohcessional facility is not yet 





ж, "y 


+ e 


"known. Nor are the maturity and terms 


| of the soft:loans, though they will pre- 
with a three- to five-year grace period) 
which the NIB offers, on its standard 
project loans. The NIB has an advan- 
tage in this respect over the EEC's 
an Investment Bank, which is not 
. allowed to finance investment in Asean 
under its charter. 
The soft loans from the NIB would 
_ probably be directed at the less wealthy 
Asean countries (which would presum- 
ably exclude Singapore and Brunei), 
. and could be directed towards such 
| fields as electricity supply and forest 
‘inventory, in which the Nordic coun- 
tries have considerable expertise and 
exportable technology. Private as well 
as public-sector projects will be eligible. 
Although the Nordic countries are 
relatively generous in their official aid 
giving — Sweden and Norway for in- 
. stance donate aid equal to 1% of their 
gross national product while Denmark 
_ and Finland are currently trying to bring 
their commitments up to this level — 
there is a feeling that the flows have been 
‘more influenced by social and political 
_ considerations than by economic advan- 
гаре. Some shift of emphasis appears to 
be taking place, using the NIB as a kind 
of neutral vehicle. 


"qhe NIB was founded in 1975 and is 
і modelled along the lines of other in- 
‘stitutions such as the Asian Develop- 
ment Bank (ADB). It has so far ap- 
| proved 409 loans with a total value of 
| US$2.7 billion. Loans may be granted 
| for both public and private-sector pro- 
| jects. The bank finances projects both 
| within the Nordic countries and interna- 
| tionally. 
| The NIB initiative comes at an in- 
| teresting juncture in the pattern of offi- 
cial financing in Asia. The World 
| Bank's soft-loan arm — the Interna- 
| tional Development Association — is 
constrained by US budgetary problems 
| and there are similar constraints 
| upon the ADB's concessional lending 
| agency, the Asian Development Fund. 
| Against this background, Japan is 
| di ing a new special facility for the 
| ADB (REviEW, 7 May) and Tokyo is 
also expected to announce a kind of 
“Marshall Aid" plan for Asean when 
the heads of government of the six-na- 
tion group hold their summit meeting in 
Manila during December. 
Investment in Asean from Europe 
and from the OECD countries as a 
whole has been increasing recently, ac- 
cording to Zia. Still, the size of Japan’s 
trade surpluses threatens to tilt the bal- 
ance further in Tokyo's favour unless 
there are new initiatives from Europe 
such as the Nordic group's soft loans. 
The NIB already has an agreement with 
various Asean members to collaborate 
) with their private sectors and the bank 
has just approved a number of loans to 
Indonesia under this heading. п 
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ECONOMIES 3 
A boom put on hold 


Fiji anticipates future prosperity following the coup 


By Robert Keith-Reid in Suva 

















The tourist to 
collapse almost Within a 
b dear sea tai ome ed 

occupancy rates to 
a deo M. чиш ачи 
hotel staff were laid off and the Fiji 
Master Builders’ Association warn- 


| 
: 


| 







n ient ау Peu COO growers to 
start the harvest so that the mills could crushing on 10 June. Ganilau, 
who now heads the interim government the recognition of his con- 
pap айну Dy ауа и ne tap S HT 
and that all жне goat meter тр been rh i + 
near-term for Fiji, though, is not completely gloomy. At the 
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Quietly and smoothly our financial talents 
flow through the financial institutions of 
64 countries. ew 

From their source in France, where we deal 
with some 300,000 company clients, great and 
small. including well over 200 of the top 250 
French groups and conglomerates. 

On through Europe, to the City of London, 
where our financial acumen runs through our 
own commercial and merchant banking 
institutions. 

We swim with the tide of modern 
international finance. АА 

That's why we have become a world jeader 
in property leasing. And the second French bank 
for Eurobonds, with a specialized subsidiary 
based in London. 

The funds we manage in French Unit Trusts 
and Mutual Funds have increased tenfold in 
5 years, 

Channelling our activities into 4 major 
holding companies, each a distinct subgroup: 
banking, finance, industrial and commercial 
investment, and property. 

Drawing on our experience as banker to the 
French government for international borrowings. 
Acting as financial advisor to many of the major 
French groups currently undergoing privatisation, 

As the swiftly moving currents of the financial 
world sweep on into the future, our capabilities ^. 
have widened out to include specific responses 
to today's new markets. Such as FIMAT, our 
innovative unit for French futures dealings. 

No wonder the French government has 
chosen to offer Société Générale shares for 
Public Sale early on in its current privatisation 
programme. 

Others may make a splash in the shallows, 

Société Générale runs silent and runs deep. And 
with a touch of talent. 


“We need 


a computer 





NCR Computers 


Our incremental architecture lets you add power without rapi 





Managing business growth 
is a 24-hour a day job. You 
can't afford the disruptions 
usually caused by com- 
puter growth. 


Disruptions like: 

O Installing replacement 
hardware and operat- 
ing systems 

O Putting up with 
computer downtime 

Г] Retraining staff 

О Building new facilities 

О Recompiling 
applications 





A growing business can't 
stop and wait for its 
computer to catch up. 


That's why NCR designed 
incremental architecture. 
Simply stated, it lets you 
add computer power by 
the slice. And you can 
add that power at a frac- 
tion of the cost of tradi- 
tional system conversion. 
Often while your existing 
programs continue to run. 
NCR makes it possible 





with multiple, indepen- 
dent application process- 
ors and I/O processors. 
To increase computer 
performance you simply 
add the appropriate 
processor. 


Incremental architecture. 


It’s part of NCR’s 
new-generation attitude 
towards computer per- 
formance. For more 
information contact 
your NCR representative 
or distributor today. 


Computer performance 
where and when you need it. 


NCR Offices: Australia, Fiji, Hong Kong, Japan, Macau, Malaysia, New Zealand, Philippines, Singapore, Sri Lanka, Taiwan. 
NCR Distributors: Bhutan, India, Indonesia, Korea, Nepal, New Caledonia, Solomon Islands, Tahiti, Thailand, Vanuatu. 
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Probably the best beer in the world. 


few ial Pent 


— 


G És 


Yet, here you are in Asia, only hours away. For more information about Bali, call 
your Garuda Indonesia airline office... Garuda Indonesia œ=» 
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ARRON MORNE тик жде SEDER А! OF, SR WADA 


magazine. 


_ Japan's financial, economic and industrial well 
being. 


Act Now And Begin Reaping The Benefits... 

Don't delay! No other publication of any kind 
'can match the scope and depth of information 
you'll get in every issue of the JAPAN FINAN- 
CIAL REPORT. Do it now while you are think- 
ing about it. To subscribe simply complete the 
special trial subscription order form and return 
with the indicated amount. 


JAPAN FINANCIAL REPORT is. designed to 
help you by providing vital information you 
need which in the short term might save you 


Guarantee es 


Should the JAPAN FINANCIAL REPORT fail for 
гапу reason to live up to your expectations you 
‘тау stop your subscription at any time. We'll 
promptly refund the unused portion of your 
subscription payment. So you see you have 
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REPORT 


Published Fortnightly ... 
The Most Authoritative Newsletter Of Its Кіпа... 
We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia's leading business/news 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified . . . 

Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 


Jnder his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 

hich can help you chart a safe course through the labyrinth of Japan's financial world and at the 
ame time provide you with an unparallelled insight into the workings and thought process of the 
apanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


or Bankers, Brokers, Corporate Treasurers etc... 
Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 
оп abreast and, in many cases, ahead of rapidly changing events which can and often do affect 
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| | INDUSTRY 


| By Lincoln Kaye in Goa 

pe state-run Minerals and Metals 
| # Trading Corp. (MMTC) finds itself 
| running ever faster to stay in the race for 


“|. iron-ore export markets. Despite the 


| prolonged slump in worldwide steel 


production — particularly in India's | 


premier ore market, Japan — the coun- 
try's export tonnage has risen and mar- 
ket share in percentage terms has been 
climbing. This achievement is all the 
| more impressive when measured 
| against the drop in exports by major 
competitors, such as Australia and 
Brazil. 

To keep it that way, MMTC cut 
prices in its annual negotiations with 
Ja se mills. It also had to under- 


sell competitors in emerging mar- 
kets like South Korea, Taiwan and 
China. 


These tactics earned the corporation 
a reputation as a spoiler with other ore- 
exporting countries, which accused 
India of thwarting their attempts to 
band together against Japan's over- 
whelming purchasing power. 

ММТС executive director Buphin- 
dar Singh says the foreigners had only 
themselves to blame for the collapse of 
their latest bid to form a cartel, since it 
was Australia's Mt Newman Mining — 
a Broken Hill Proprietary Co. sub- 
sidiary — which broke ranks before 
India had reached agreement over a 
deal with Japan. 

For its restraint in not climbing on 
the “ore-pec” bandwagon, India was re- 
warded with the maintenance of its ex- 
port tonnage — albeit with a 5% price 
cut — whereas its competitors lost out 
on both tonnage and price. 

Foreign ore exporters, however, are 
not the only ones suffering as a result of 
MMTC's ready acquiescence to Japan- 
ese demands for discounts. India's own 
mines find themselves trapped between 


falling ore prices and mounting bills for | 


some of the costliest, most antiquated 
and least reliable infrastructure in the 
| world. 

The margin squeeze is particularly 
| acute in eastern states, where stretched 
стай and port facilities push up over- 

heads. Labour-intensive private-sector 
mines there can make ends meet only by 
paying starvation wages — Rs 11 (86 US 
cents) a-day for adults, Rs 8 a day for 
children. 

The state-run National Minerals 
Develppment Corp. (NMDC) has ope- 
rated at.a loss for two-thirds of its 29- 
year history. In Goa, the traditional old 
mining families are scrambling to diver- 
зу their i с ; 



















| Miners feel the squeeze 


| India undercuts rivals to win iron-ore sales 


wonder how long MMTC can con- 
tinue to give away the store. For about 
a 1,000 more years, answers the cor- 
poser S chairman, S. V. S. Rag- 

avan 

That is how long he estimates it will 
take India to exhaust its 19 billion ton- 
nes of proven reserves at present rates 


| of extraction. 


Furthermore, the quicker the ore 
can be mined the better, says Buphindar 
Singh — before new materials technol- 
ogy brings down the curtain on the steel 
age for good. That lesson was learned, 
he recalls, when new alloys forced India 
to write off the ferro-manganese ore re- 
serves it had carefully hoarded in the 


| 1970s. 


Nor can Indian mines readily reduce 
their кк оп Japan. Planned ex- 
pansion of stee 


developing countries such as China, 


Pakistan: and Malaysia will be more 


INDIA’S ORE 
EXPORTS BY 
DESTINATION 





than offset 
places. like 
Peru. 


by increased mining in 
enezuela, Malawi and: 


A: for the: Eastern bloc market, 
where India dumps many of its inter- 
nationally uncompetitive wares, the 
Soviet Union. appears intent on un- 
loading its own ore in its satellite coun- 
tries. Besides, the cost of shipping ore 
to Europe — east or west — is prohibi- 


| tive, given the distances involved and 


the constraints on vessel size at Indian 


rs to reserve its more 


| marketable | 


| hard-currency trade to bolster 


-producing capacity in | 












ging reserves and staunch the bal 
of-payments haemorrhage. "Last 
iron ore was the CMS. s fifth-rank 
export. 

But these foreign-exchange ea 
come at a high price, mining indt 
sources complain. The country ships ot 
its best-grade ore while its own ste 
mills make do with inferior input, а 
keep the ore trade humming, India 
spend heavily on rail lines = port 









































































buyers. Most gall ашар 
ports ore with 

only to re-import. 
of nearly half a mi lion tonnes i | 


"Why not instead just keep t = 
home, asks NMDC chairman 
Gupta. “If I were paid the Rs 
tonne that the government ste m 
give their captive mines, L too, co 
show a healthy profit," ‘he calcula 
That is more than NMDC has 
complished since the early 1980s 
spite having the most modern, iron-ric 
and economically scaled mines i 
country. 

High hopes are pinned on a contr 
to supply 1.5 million tonnesa year to 
new Soviet-aided Vizag steel plan 
Andhra Pradesh. Meanwhi 
Gupta -declines to "беш 
NMDC's costs and losses. S 


qid of what price MMT 
ould pay for ore after dedu 
ing transport and shippin 


distance rail freight and swinge 
ing port fees. Nor did. these 
high overheads even assure th 
" mines adequate infrastructu 
support. The industry routine! 
suffers. because of 
trains and snarled harbor 
Strikes and sabotage 
ore-loading . equipment 
Vizag port caused a 1.5 mi 
lion-tonne shortfall on 1 
dia's hard-won export 
ment last vear. 
Even without such 
India's shallow harbours: e 
quated wharves prevent mines: 
cashing in on proffered premiums f: 
high-volume, Gis duin RON ore loai 


load ships of up to 300,000 dwt, the 
biggest ore carriers that. India ca 
handle at wharfside are only abou 
130,000 dwt. This is at. Madras 
Japanese steel mills helped fi hal 
bour dredgin and the modernisa! 








|. ore-handling facilities. 


‘The loans are being paid off with ore 


еен. Similar counter-trade deals 











































т port improvements at Vishakhapat- 


adeep, with the help of Hyundai of 
th Korea, are in the pipeline. When 


adian ports will be able to handle the 
200,000-dwt. vessels.that have become 
the industry standard. 
Currently the only place in India 
such vessels can load is at Marmagaon in 
оа — and that, too, through a cumber- 
some. and time-consuming process of 
alf-filling the ships at wharfside and 
then anchoring them out in deeper 
ater to be topped up from sea- 
orne platforms. These transshipper 
latforms represent a heavy capital 
commitment to a declining industry. So 
› the plants required to upgrade 
's poor-grade ore to export stan- 


conomies of scale could be achieved 
y greater cooperation, if not 
tright merger, by Goa's big four pri- 
ate-sector mining companies, suggests 
Girardi, managing director of Sesa 
an affiliate of the Italian conglom- 
Finseda. At the same time, the 
panies could increase their bargain- 
clout with buyers and command bet- 
ices for their annual shipments of 8 
n tonnes of ore. 
ach of us, separately, is at the 
of the Japanese . . . but collec- 
Ду we are more of a force to be 
опей with,” says Girardi. 
The big four companies supply about 
'the total Goan shipment to Japan, 









ke up the rest. 


another big four Goan нин, DRM, dis- 









was still a Portuguese colony. That 
as why they were allowed, after libera 









Asian and West European customers, 
instead of having to export exlusively 









ties would go by the board, he believes. 
But the mood of the contract negoti 






porter. Familiar faces grow steadily 
fewer on the Japanese side, to be re 
by young MBA-types who focus 









Subramaniam as the sort to "do any 
thing eut of sentiment. ". 


am, at a-cost of Rs 2 billion, and | 


upgrading is complete, these eastern | 








































h the biggest accounting for nearly 2 | 
lion tonnes. A number of small firms | 


Vasantrao Dempo, the head of | 


ave, he feels, is the азау ‘contact | 
the Japanese mills which dates | 
back to the early post-war years when | 


п by India, to continue striking their | 
n deals with their traditional East | 





rough MMTC like all the other Indian | 


Dempo hopes that will be a sufficient | 
‘Japanese mills to continue to | 
them enough business to keep the | 
es alive. But if they merge into an | 
mbrella corporation, these one-to-one | 


tions with the mills grows less convivial | 


placed 
on the bottom line. They do not strike | 


COMPANIES 


Window shopping... 


Strong yen prompts Toyo Sash to invest abroad 


By Charles Smith in Tokyo 

he havoc inflicted by yen revaluation 

on their domestic manufacturing 
costs has forced many Japanese com- 
panies to start setting up offshore pro- 
duction facilities ‘during the past year. 
But the rush to invest abroad also in- 
cludes companies for whom the high 
yen has been a blessing rather than a 
curse. 

Toyo Sash, the family-led concern 
which dominates Japan’s huge domestic 
market for aluminium sash window 


frames, is a classic example of the type | 


of company which has made a killing 
from the high yen — yet also sees the ex- 
change-rate shift as a good reason for 
setting up abroad. The yen, in fact, con- 
stitutes the main reason why the com- 
сав у recently decided to embark on its 

t big overseas investment project: an 
aluminium sash factory in Thailand, 
which will eventually dwarf the existing 
Thai aluminium building-materials in- 
dustry with planned annual output of up 
to 50.000 tonnes of products a year. 

As a consumer of imported 
aluminium ingots, whose sales of 
finished products are almost entirely 


| on the booming demand for housing 








made in the Japanese domestic market, 
Toyo was able to cut its raw materials’ 
costs after the yen started rising in late 
1985, while simultaneously taking a ride 


materials — thus increasing profits in its 
1986 business year by 45%. Yet, Toyo's 
senior managing director, Yoichiro 
Ushioda, believes the company will 
benefit far more from now on by man- 
ufacturing outside Japan than it would 
have done by sticking to a purely 
domestic-growth strategy. 

Yen revaluation means that labour 
costs at Toyo's new Bangkok plant, 
which is expected to go on stream in 
November with an initial production ca- 
pacity of 12,000 tonnes a year, will be a 
mere one-tenth of those at the com- 
pany's existing Japanese factories and 
should be equivalent to 2% of sales in- 
stead of 23% in the case of home-pro- 
duced aluminium sashes. An eight-year 
tax holiday granted by the Thai Board 
of Investment will help the company to 
get over any initial teething troubles, 
but tax concessions were icing on the 
cake compared with the main attraction 














of low labour costs, Ushieda implies. 
The drawback about Toyo’s Thai 
venture is that the company will be 
obliged to export its entire output so as to 
avoid upsetting local producers, whose 
combined output of 16,000 tonnes of 
products a year is more than enough to 
| satisfy the home market. Lobbying by 

the partly foreign-owned local industry 

obliged Toyo to give up a plan to seil 

20% of its output in Thailand, but 
| Ushioda says that exporting presents no 
problem. 

The labour-cost differential will 

"easily" cover the cost of shipments 
back to Japan, which will initially ab- 
sorb more than 90% of the Bangkok 
factory’s output. Ushioda concedes that 
shipping in products from Bangkok may 
limit the scope for increasing output at 
home but, with demand for the com- 
pany’s products growing by 10% a 
year, there should at least be no need to 
cut output in the home factories in order 
to make room for imports. 

Sales within the region are more 
problematic, Ushioda ad- 
mits, but not because the 
company will suffer from 
any lack of competitive 
edge vis-à-vis Southeast 
Asian producers. Apart 
from the financial and other 
strengths that derive from 
the huge size of its Japan- 
ese operation (which pro- 
duces 150,000 tonnes a year 
of sash products), Ushioda 
lists superior research and 
development as a big Toyo 
Sash strength, followed 









higher productivity and 
lightness of products. 
oyo claims that the 


average weight of its 
aluminium sashes is about 
20% less than that of pro- 
ducts made elsewhere in 
| the region, reflecting the 
company's “advanced design and man- 
ufacturing capacity." The fact that Toyo 
is a sash specialist, whereas most of the 
company’s Asian competitors are more 
highly diversified and consequently 
. have to stock a wider range of goods, is 
| another reason why the company ex- 
pects to have a comfortable edge in re- 
gional markets. 

The urge to cash in on exchange-rate 
differentials might have been enough to 
push Toyo into overseas expansion with 
or without problems in Japan's home 
market, but, in fact, the company faces 
an obstacle at home which may have 
clinched its decision to move to Thai- 
land. In 1986, after acquiring no fewer 
than 13 smaller and more specialised 
“companies as part of its drive for 
growth, Toyo was "warned" by Japan's 
Fair Trade Commission that its position 
in the domestic industry was becoming 
too strong and that further acquisitions | 
would not be ed f. 





















of growth through merger and acquisi- 
tion has been conditional on finding 
companies that wanted to be acquired 
and has not involved contested take- 
overs of the US or European variety. 
Even so, with 34.5% of the market, as 
against 24.4% for its nearest com- 
petitor, Toyo appears to have taken the 
point that further growth at home could 
be increasingly costly. Another prob- 
lem facing the company could be that 
| there are simply not enough takeover 
prospects left in Japan for the merger 
and acquisition strategy to offer much 
к 
oyo’s last two acquisitions both in- 
dee the purchase of companies be- 
longing to major business groups, which 
were unloaded by the parent organisa- 
tions because of heavy losses. Ushioda 
estimates the accumulated losses of Nit- 
tetsu Curtain Wall (a former Ni 
Steel subsidiary) at around ¥25 billion 





(US$173.85 million) at the time of the ` 


takeover. Adding Nittetsu Curtain to 
the Toyo group, however, 
gave Toyo a much stronger 
position in the market for 
the commercial building- 
| materials market than it 
had enjoyed previously. 
| © Toyo claims it has been 
able to absorb Nittetsu 
Curtain's losses and éven 
.Start running the company 
at a small profit by closing 
down its sales division, thus 
cutting back drastically on 
overheads. Nittetsu has, in 
effect, been reduced to a 
purely manufacturing op- 
eration with all marketing 
functions being handled by 
the parent company. 

The price of Toyo's 
drive for growth through 
mergers and acquisitions, 
and more recently through 
Overseas investment, has 
been that the company has had to tap 
capital markets, as well as bank loans, 

| for the money it needs to invest, thereby 
allowing investors a stake in what was 
formerly a family-controlled enterprise. 
The Ushioda family, which founded 





Toyo in 1923 as a retailer of | building | 


materials, now owns a “mere” 20% of 
the company’s shares, in contrast with 
the controlling stake it held up to 
1985. 

Stockmarket entry, however, like 
most of Toyo’s other recent ventures, 
seems to have been a resounding suc- 
cess. By the time the company shares 


~~ Stock Exchange (TSE) in the 
spring of 1987 they were worth nearly 
ree times as much (allowing for stock 





the later part of this rise may have re- 
the Thai 


Ushioda insists that Toyo’s strategy | 





| chairman, Joseph Pillay, during an 


,commended a reduction in Temasek 
| stake to around 30% from 63% , th 
| Pillay has said the divestment ` 
| gradual, at a rate of 5-10% a year. A 





| billion (USS3. 2 billion), more than ' 


| that the divestment programme should 





were listed on the first section of the . 


lits) as when Toyo made its debut on | 
the TSE second section in 1985. Atleast | 
| for the issue oj 

flected the gr суредо» of invest- 
f | 



































































nvestors are being prepared for. 
E stage of the Sooners 
lines (SIA) privatisation pr 
with another public: issue of shari 
pected later this year, and a probable 
crease in the ceiling on foreign holdings 
The probability of a further dilution 
in state-owned Temasek | Holdin 
stake in SEA was voiced by the air 


vestment analysts' briefing. The E 
Sector Divestment Committee has г 


likely to announce details of a further 
dilution in Temasek's stake, to arou 1 
53%. 

A recent sale of shares im Se 


bawang Maritime by Temasek promp 
ed 178 000 applications, worth S$6. 
times the value of the stock on. 

That response, to a company y whose 
tivities can hardly be described 
glamorous or necessarily promising. 
again illustrated the appetite for 
among Singapore investors. Alth 
some Ч жешс advisers are w 
provoking a cycle оѓ speculath 
stockmarket activity with potenti 
damaging consequences for ‘initiate 
market professionals say the messag 


be acceletated off be 
Since its o m public offer, in 
cember 1985, demand for E 


its quoted price and a pets but 
rently structural premium for 
transactions. This premium has rise 


high as S$1, but is commonly 
cents. SIA's share price has of late 
hovering around $$14, a far cry from 


initial S$5 offer price and the 
rassing plunge to below 584 
weeks of the listing. Market 
tion has mushroomed to S$8. 



















of 37% of the company in 
1985. 
Despite the 180%. advance in ће 














are price si ‚Юю 
toric pricelearnings m ple of 20, and 
p the face of a recovering oil price 
many analysts insist the airline is still 
he best buy in Singapore for foreign 
nvestors. They point to the 67.576 
'owth in caras t for the year ended 31 
Aarch, and the prospects for strong 

над in the current year from ud 
cre oe e and, especially, 


Although a ceiling of 2096 on foreign 
wnership of the company is prescribed 
its articles of association, an esti- 
22% is now in non-Singapore 












to satisfy short-term trading de- 
mands. Limitations on foreign owner- 
hip of SIA draw their rationale from 
two distinct considerations. The first, 
nd loftier, isthe notion that SIA is a na- 
tional asset and belongs to the people of 

















the additional 2% representing | 
withheld from registration, gen- - 


ingapore, while the second ai 
pragmatic principle is the с pe : 
need for an unambiguous Singapore 


agreements. 

It would be possible to recognise 
both restraints and still raise the foreign 
ownership ceiling, and one view is that 
SIA’s shareholders will be asked in Au- 
gust to approve an amendment to the 


articles, increasing the allowed foreign 


ownership, рову to 49% , but leaving | 


the timetable for reaching this limit to 
the discretion of the state. Pillay’s 


guarded view, as expressed to analysts, | 


is fe that the foreign ceiling will be raised 
to coincide with new offerings by 
Temasek, though he stopped short of 
quantifying the likely ratio of foreign to 
local ownership. 

If, as some analysts reckon, the sale 
of the next 10% of SIA to the publicisto 
be on a 80:20 local-to-foreign basis, 






identity for use in negotiating air traffic | 






d p: 

: . Instead, ok opc a 
half of the next tranche will be allocated 
to foreign investors. 
As things now stand, the foreign- 
held component of SLA's share capital 
is seldom traded on the Stock Exchange 
of Singapore, but is the preserve of a 
few international brokers. Although the 
unsated demand is a boon to prices, 
and the foreign premium a further re- 
minder of that doctrine, excessive limi- 
tations on supply are seen to act as a 
break on share prices beyond a certain 
level. 

Holders refuse to trade out of the 
stock, for fear of an inability to re-estab- 
lish their positions later, and the result is 
a stand-off which, in SIA's case, has had 


j no obviously detrimental effect, though 


some analysts see the stock as under- 
valued in relation to the Singapore mar- 
kets as a whole. п 

























































lLeyes will be on New Zealand's bal- 
"Mance-of-payments deficit as the 

untry enters its third year of “Roger- 
s," the deregulatory reform pro- 
mme of Finance Minister Roger 


ew Zealand is a vulnerable trading 
economy and the success or failure of 
his policy will be judged ultimately on 
fectiveness in reducing the deficit. 

The balance of payments has been 
improving. Seasonally adjusted month- 
y figures issued by the Statistics De- 
nt show a steady improvement 
rom a deficit of nearly NZ$300 million 
1J85$172.4 million) a month in October 
ind. November 1985 to a deficit of 
76 million in April. This represent- 
improvement of NZ$13 million on 
h and was half the NZ$154 million 


Thei improvement begs several ques- 


tions. First, will it continue? The bal- 





the ast year. 





sustained? On a. yearly basis, the de- 





that үа 





a bonus from delay 


because of a strike by meat workers. 





“million to NZ$1 .08 billion-a- | 
month range where they have been for | 


nd, can the lower deficit be | 


= Official estimates put total foreign | 198 
debt at NZ$36 billion on 31 March this | 


policy in the balance 


in private-sector debt. That total was up 
about 6% on the previous quarter and 
represents about two-and-a-half times 
exports. It may also be understated. 
International sentiment, however, 


has remained confident and the New | 


Zealand dollar has stayed surprisingly 
buoyant. Part of the reason is high in- 
terest rates. In late April, 90-day com- 
mercial bills reached 27% and call rates 
ranged up to 55% as financial institu- 
tions struggled with a liquidity shortage 
in the wake of a consumer spending 
spree prior to the introduction of a new 
value-added tax in October last year 
and a higher-than-expected tax take in 
March this year. 
Interest rates began to fall in Ma 


| and on 3 June slipped below 20%, wit! 


market sentiment suggesting further 
BALANCE OF PAYMENTS 


easonally adjusted) 


"gea was ae 87 billion to April (about | 
oss domestic product) = | 


ments of meat in May. and June уе year |. 





Df the Ne 


NEW ZEALAND | 





| falls because of improving economic in- 


dicators and a public opinion poll show- 
ing strong support for the incumbent 
Labour government in upcoming clec- 
tions. Five-year government stock, 

which had traded up to 19% earlier in 
the year, was down to just over 16% on 
3 June. 

The rates were still attractive to 
overseas investors though it remains un- | 
clear whether the New Zealand dollar 
will fall once interest rates reach levels 
closer to those elsewhere. Sentiment on 
this has shifted. Two months ago most 
economists expected a sharp drop in the 
succeeding few months, perhaps in the 
course of the election campaign, but by | 
the end of May and early June they had | 
swung in favour of the dollar maintain- 
ing its May level of 57-58 US cents, or 
about 66 on the trade-weighted index of 
the Reserve Bank of New Zealand 
(RBNZ — the central bank}. 

This view was strengthened by a con- 
tinuation of a tight liquidity manage- 
ment policy by the RBNZ, which, 
in concert with the Treasury, wants 
inflation squeezed out of the sys- 
tem. The underlying inflation rate — 
18.2% in the year to 31 March, includ- 
ing about six points due to the goods and 
services tax — is far higher than in New 
Zealand's main trading s deo beginning 

The government is 





Ma ihr igne: rate, азм was 2.3% in the 
quarter, may fall to single figures 
bee phrasi after the impact of ————Ó 

orked through the syste 
кейе there i is no serious deval 

New Zealand dollar. Even t s 

employment, which now stands at 6%, 

has not risen as much as feared. | 

, m= Colin James | 














FINANCE, THERE'S 
ONE BANK THAT | 
SEES BOTH SIDES OF 
THE PICTURE. 


Standard Chartered Bank has a 
network of offices which spans over 
sixty countries around the world. 

Which is why, in trade finance, 
you'll find few banks better placed to 
help you at both ends ofthe transaction. 

But we have much more to offer 
than the breadth of our network. 

Just as important is the depth of 
our experience. 

With experts in fields which range 
from international financial instru- 
ments to local financial conditions, we 
can help you identify the real oppor- 
tunities while avoiding even the less 
obvious pitfalls. 

Consider also that all Standard 
Chartered offices share sophisticated 
and comprehensive telecommunica- 
tions systems, and you'll see immediate 
benefits in terms of speed — both in 
decision-making and in cash trans- 
mission. 

In short, a service which starts aid dh. 
with the right advice and ends with > (M 
the right contract. 8 (i M A | i b> 

So when you're next moving into Шү! || |н ; 
anew market, or expanding further j 
into an existing one, take the broader 
view. 

Talk to us, and get the complete 
picture. 


d 


Standard £ Chartered 
J STRENGTH IN DEPTH ACROSS THE WORLD. Ё 


A] STANDARD CHARTERED BANK. HEAD OFFICE 38 BISHOPSGATE LONDON EC2N 4% 








Bali. 


NS To see the legendary island of Bali, H.R.H. Princess Juliana of the Netherland: 


Ux 


HR. Prince Charles and Mick Jagger flew halfway around the world. 





Out there somewhere, hidden among the dozens of 
different copiers available today, is one that fits with the 
needs of your office. ш 

And if it’s your job to find it, we'd like to suggest 
that you begin your search at your Ricoh dealership. 

You'll discover that Ricoh copiers come in all sizes and 
shapes, and offer a wide range of impressive capabilities, 
They also bring you some of the industry’s brightest 
and most reliable technology. And best of all, they’re 
incredibly friendly to the people who use them. 

Innovations that make work easier and the office more 
efficient are abundant in Ricoh’s world of copiers and Ps 
other advanced office products. d 

That's why today, with so many copiers to choose from, 
it makes sense to consider Ricoh. THE FRIENDLIEST NAME 

Because when it comes to performance, value and IN OFFICE AUTOMATION. 
reliability, Ricoh copiers put it all together. | 


RICOH COMPANY, LTD. 15-5, Minami-Aoyama 1-chome, Minato-ku, Tokyo 107, Japan COPIERS - FACSIMILE - PRINTERS - COPYBOARDS - CAMERAS 
RICOHsBUSINESS MACHINES, LTD. Room 2808 Wing On Centre, 111 Connaught Road, Central, Hong Kong 


HONG KONG: Gilman Office Machines 20/F Tai Yau Building, 181 Johnston Road, Wanchai Hong Kong Tel: 5-8930022 Fax: 5-8935525 
INDONESIA: P.T. Nirwana Wahana Sejahtera 30. Let. Jend. Suprapto, Jakarta Pusat Tel 413921 Fax: 413921 A^) 
SINGAPORE: Wywy Private Ltd. 12 Hoy Fatt Road Singapore 0315 Tel: 4722155 Fax: 4792607 

MALAYSIA: Wywy (Malaysia) Sdn. Bhd. 10 Jalan 223, 46100 Petaling Jaya, Selangor, West Malaysia Tel: 7570088 Fax: 7570990 

TAIWAN, R.O.C.: EOS Systems Corp. 9/F No. 1, Sec. 4, Nanking E. Road, Taipei Tel: 2-5375660 Fax: 2-7126843 

THAILAND: Gilman Office Automation 1041 Silom Road, Bangkok 10500 Tel: 2-2349685 Fax: 2-2368879 

SRI LANKA: Hideki Finance & Investment Ltd. P.O. Box 684, 12, Galle Face Courts, Sir Mohamed Macan Markar Mawatha, Colombo 3 Tei: 35000, 547119, 548104 





















ce. reform, once regarded as the 
& cornerstone of all other economic 
reforms in China, is now under intense 
iny. In the power struggle leading 
the crucial 13th party congress 
led for October, reform leaders 
oth ‘the’ political will and the 
to push ahead with one of the 
ost controversial and difficult aspects 
the reform programme: — : 
L^ Until the issue is resolved at a politi- 
© cal level, price measures are expected to 
be implemented slowly, with the em- 
phasis on stability, rather than on 
` change. 
China's reformers recognised very 
early on that the old centrally соп» 
“trolled, rigid pricing system was а 
major obstacle to economic develop- 










which bore по relation to production. 
costs, accounted for many of the econ- 
»omy's distortions, inefficiencies апа 


“Peking began introducing more flex- 


| two: years, prices of non-staple farm 
.| products and certain industrial raw mat- 
< verials and finished products were allin- 


“| ‘only more and better supplies of goods; 
but also spiralling price increases, social 
discontent: and heavy losses in staté- 
Owned enterprises that have failed to re- 
-| spond effectively to the new price re- 
gies. i : 
-| "Such mixed results have led to widely 
|. different interpretations. Orne: view is 
"pothat price reform has failed because it 
“| has brought inflation and social discon- 
_| ^tent and has not led to increases in pro- 
| ductivity and price stability. Critics at- 
аск the decision to pick price reform as 
najor réform priority (asset out in the 
Chinese: Communist Party's 1984 docu- 













“| emergence of a dual-price system 
p (whereby "market: and .plàn. prices 
coexist) is a. "serious fault." The 
costs ~~ in terms of state subsidies and 
public ‘confidence’ towards the gov- 
ernment — have been too high, they 
argue. 

" Others believe price reform has been 
largely successful and that China cannot 
returrgto the old system of centrally con- 
trolled prices. Current prices, though 
still not functioning effectively as eco- 
nomic signals to producers, are closer to 
the'real cost of products to the econ- 








ment, The setting of irrational prices, 


„маме > x 





ible pricing in 1978. But it was not until 155 
late 1984 that reformers, basking in the |^ 
success of rural deregulation, decided to | 
: push through the most aggressive price- - 
- reform measures to date. In the ensuing. 


^poereased. As а result, there are now not 


ment on urban reform) and say that the 





omy. Price differentials now reflect. 


more accurately the quality range of dif- 
ferent products. Problems are natural in 
the transition from a planned to a mixed 
pricing system, they argue, ^We haveto 
continue with price reform. A stop-go 
policy at this stage will only backfire," 
said one Chinese economist. 

As in other policy areas, a political 
decision on price reform will eventually 
prevail where academic debate fails 10 
produce a conclusion. But because of 
the wide ramifications of price reform, 
the question of the future pace and di- 
rections of the liberalistaion will not be 
resolved until the full party congress 
scheduled for October. © 

In contrast to the confidence reform- 
ers once had when they boasted that 
price. reform could be completed in 
three to five years, they now feel the 
: task is much more complex and unpre- 
.dictable than penal: “There have 

















| жч Rural purchase prices 
one General retail prices " 










been more unintended effects than 
we. anticipated earlier," said Bian 
Yongzhuang, an economist at China's 
Academy of Social Sciences. "For 
example, when we decontrolled prices 
of non-staple food in 1985, our main 
consideration was whether the state had 





enough money to provide subsidies for ' 


the one-off price adjustments. We had 
not thought hard enough on related is- 
sues, such as inflation, tight fiscal 
policies and public reaction." 

Public dissatisfaction over price. in- 
creases, more than any other reason, 
led the State Council to announce in 
January that price-stability would be the 
priority this year. Price increases nar- 
rowly escaped becoming a major issue 








Price of reform: page 76 





during the spate o 





` coal were half those оп the world ma 










Е CHINA'S INFLATION SURGE 


(Percent growth over same period of previous year) 


Workers’ cost of living 


Sources ; State Statistical Bureau 1988 Yearbook, and 1987 Communique. 
REVIEWDIAGRAM by Ricky Ни and Ivan Kwong 









tions late last year. Odhodox 
leaders used the demonstration 
excuse to stage garong comeb 
China's political &cene. Sharp:crit 
of price rises in March by delegates 
the National People's Congress. 
which normally rubber stamps decisi 
— indicated that the issue was 
highly volatile politically. 

The Chinese had become used 
fixed and low prices. Before 197 
oods. moved within a tightly ru 
ierarchical distribution system wi 
minimal free чп of goods. 
prices were arbitrarily fixed by. 
state at official conferences гат 
a fact, remained unchanged from 1 


























Prices grew stagnant and irration 
sending out the wrong signals and ет 
couraging great waste and overprodtk 
tion. For example, energy produ 
were grossly undervalued (prices: 






















ket, at a time when half the nation’s со 
mines operated at a loss) while proces 
ed goods enjoyed high returns. 


price reform began in the cou 
tryside. In 1979, the state: rai 
procurement prices | 
major agricultural. produc 
from farmers by 22%.. Ето 
1980-85, prices were furt 
raised by an annual average 
5.4%. ln 1985, the state 
placed mandatory grain pu 
chases with voluntary contracts 
signed between ‘peasants. and 
the state. 

Retail prices of all ono 
staple foods were decontrolle 
(though local authorities: sti 
use incentives and pressures to 
ensure farmers réach certa 
levels of output). 4 

Farmers have been able 
since then to sell most.of the 
products at whatever pric 
they can fetch in the thousan: 
of free markets. that 
sprung up nationwide. In industi 

overnment first allowed prices of fo 

inds of electronic products to mo 
within a certain range in 1979 and t! 
extended the measure to most indus 
products in 1983. Later, it grad 
moved away from these floati 
ranges, so that by 1985 enterpris 
cluding state corporations which are sti 
obliged to fill specific produc 
quotas) could sell their surplus products 
at whatever prices.they would fetch on 
the free market. ; 

All these moves have helped develop 
a second economy independent of the 
state's plan. Free markets, operating 
outside the once monopolistic stat 
tribution. system, now exist f£ 
all kinds of products. According to oni 
official source, 6596 of agricultural pr 
ducts, 55% оѓ industrial: products an 
40% of industrial raw materials are po |» 
















































longer subject to strict state-adminis- 
ered prices. , 

The result is a boom for the collec- 

е and private sectorg, which can now 
secure for productiod vital industrial 
raw materials and other supplies once 
provided exclusively to state enter- 
prises. Some 47% of rolled steel, 48% 
of coal and 84% of cement in China are 
no longer distributed by the state, ac- 
cording to one recent estimate. 

Several worrying features, however, 
accompany what some regard as the 
phenomenal development of China's 
new flexible pricing system. First, 
spiralling prices. In theory, a price 
increase in one sector should attract 
more resources to it to produce more 
supplies and so eventually stabilise the 
price. But in a very imperfect market, 
newly evolved from a rigid planning 
system such as China's, this has not 
worked. Resources move much slower 
than is the case elsewhere, because 
market information, entrepreneurial 
Spirit and general business common 
sense are lacking. Prices, therefore, 
cannot perform t eir theoretical func- 
tion, which is to allocate resources effi- 
ciently. 


construction rapidly for fear of a sudden 
centrally imposed contraction — de- 
mand constantly outstrips supply. 
Prices, allowed to move more freely, al- 
ways go in one direction: up. Infla- 
tion is hitting the people's liveli- 
hood in every way. According to what 
is generally regarded as underestimat- 
ed official statistics, the cost of liv- 


ing for workers in China rose by an an- 
nual average of 9.5% in 1985-86, com- 
pared to 
years. 
The second worrying trend is that 
state-owned enterprises, which account 
for over 70% of China’s total industrial 


-2.7% increases in earlier 

















When this is coupled with Chinese | “sg pi 


consumer behaviour — such as panic 
buying and hoarding, and the inclina- 
tion of enterprises to expand capital 








Keeping up with 
the Wangs... 


he Chinese have mixed f 

about price reforms. They like the 
greater choice of goods that has result- 
ed, but they do not like the higher and 
fluctuating prices they now have to pay. 

A popular saying illustrates this reac- 
tion vividly: “Picking up icks to 
eat pork, Жер them down to com- 
plain.” Most people can now afford to eat 
pork frequently — it is the once- 
rationed item most commonly used as a 
measure of China’s growing affluence 
— but they are not satisfied and are de- 
manding other luxuries. A housewife in 
P may complain about the high 
cost of fish, but forgets the times when 
Eee pee none to buy in the market. A 
youth who owns a top-q “Flying 
Pigeon” bicycle is happy with it until he 
meets his friend, Wang, a successful pri- 
vate merchant who owns a Suzuki 
motorcycle. 

A desire to “keep up with the 
Wangs” and a preference for products 
with names, are just two 
examples of the new mood of the 
Chinese people, who until a decade ago 
had to queue up for basic daily neces- 
sities. Tackling such public sentiments 
— often un i and potentially 
Ege — is the most sensitive and 

cult aspect of price reform. 

„Changes in the price regime affect 











































the population more immediately and 
directly than other reforms, such as the 
factory-manager responsibility system 
and modernisation of the banking sys- 
tem. China's policymakers cannot af- 
ford to make major mistakes or allow 
increased public discontent over price 
rises for fear of manipulation by — 
nents of reform. Because 
sociated reforms as a whole wi idee 
rises, the reformers earlier this year 
opted to slow down the pace of change. 
Statistically, incomes have caught 
up with price increases. From 1 b 
per capita rural and urban incomes in- 


` creased by an annual average of 11% 


and 20% respectively, while the price 
indexes for the workers’ cost of 
and retail prices rose by 7.2% and 6 

d. 

e real picture, however, is mixed. 
Farmers have benefited most, gaining 
enhanced income from the higher prices 
paid for agricultural products. Workers 
in le factories also earn more 
with their wages and bonuses tied to 
profits. At the other end of the scale, 
those employed by money-losing state 
factories, shops and other units, as well 
as those in traditionally low-paid profes- 


pong. ет ut, have not re sem TN 
e new price challenges. The origi- 
nd idea was that more costly inputs 
would force an enterprise to be more 
cost-efficient, while freedom to set 
prices for end-products would make it 
more market oriented. This has not 
worked because state-owned enter- 

rises are still not penalised heavily for 
inefficiency and the state continues to 
bail them out of delinquent loans and 
provide other subsidies. 


perating still largely like mono- 
polies (because of their size and the 
subsidised raw materials they obtain 
from the state), state-owned 
enterprises do not have the 
motivation, or the flexibility, 
to produce better goods — de- 
spite the new prices. 
State-owned. enterprises 
complain that they have not 
benefited fully from price re- 
form because local authorities, 
such as municipal govern- 
ments, and bureaux of various 
central bodies, often impose 
new price controls to replace 
those abolished by the central 
government. Officials do so to 
maintain social stability, to 
meet low overall price-index 
targets set by Peking, and to 





sions such as мас, have 
been the hardest hit by the 
higher cost of living. 

For example, a young 
couple working in a non-pro- 
—: government depart- 
ment have difficulty in 
supporting themselves and one 
child with the household's monthly in- 
come of Rmb 200 (US$53.73). As in- 
come differentials continue to grow, the 
impact of price increases will vary even 
more from one individual to another, as 
well as between different sectors of the 
population. 


ре reform has also brought other 
new problems to Chinese workers. 
Not least among them is the wide fluc- 











tuations in prices of n foods, 

on which they ааа 

their monthly and 

transport are still Sp. de 1985, prices 

of vegetables, meat were com- 
letely decontrolled. Since then, flexi- 


le and efficient small-time traders have 


With the Хамд ат "T the fixed- 
price allocation em, consumers are 
e for the time in decades to 

dictated by these highly mobile 
and speculative individual opertors. 
Monthly price movements of v xr 
in Wuhan have been 
22.8% in September 1985; down 0 6% 
in December 1985; u 26.9% in January 
1986; down 11.8% February 1986, and 


protect local businesses against competi- 
tion from other provinces. Factory man- 
agers also complain of unfair competi- 
tion because some industries are now 
given more autonomy in pricing while 
others are still tied to the old system. 

Another редам is the emergence 
of the so-called double-tracking system 
of plan and market prices with wide dif- 
ferentials between the two categories. 
Market prices of industrial raw materi- 
als, for example, are typically double 
those of plan ones, according to a 
Chinese source. This has encouraged il- 
legal diversion of cheap, subsidised 
State supplies to the market where the 
seller can make a killing. Central minis- 
tries, large state-owned enterprises, 
local materials bureaux and other offi- 
cial channels through which state pro- 
ducts are distributed, are known to have 
profited in this way at the expense of the 
State. 

The existence of several prices (plan, 
market and others imposed at the whim 
of local authorities) have made the cal- 
culation of production costs and profits 
difficult and sent conflicting signals to 
producers. Chinese planners under- 
stand that the difference between plan 
and market prices should be narrowed 
by as much (and as quickly) as possible. 
But they recognise that the situation will 
persist until there are more supplies to 


up 7.8% in May 1986. 

When prices were 
first decontrolled, the 
government _ granted 
each urban dweller a 
Rmb 7 monthly allow- 
ance. The sum, suffi- 
cient for about 2-3 kg of 


problem. Young people 
save for years to buy “the big four" (re- 
chine and 


price 
many industrial goods in the past 12-18 
months. 
There are few ways to hedge against 


inflation in China. Bank interest rates 
are low — only 7.2% for one-year fixed 
deposits — and houses are still largely 


. With f > 
oe pray buy ань 


bonds and shares (which сап рау по 
more 15% of the principal a year in 
inte and dividends). 

Others prefer to spend their money 
before the introduction of the next 
round of price adjustments. The gov- 
ernment's occasional tactic of introduc 


push high market prices down closer to 
state ones. 

Finally, price reform has cost the 
state dearly. While the state procure- 
ment prices of major agricultural pro- 
ducts have risen considerably, retail 
prices have not, because of a desire to 
cushion urban residents against the in- 
creases. In 1986, the state spent Rmb 
24.2 billion (US$6.5 billion, or 9% of 
domestic revenue) on price subsidies 
and the budget forecasts that this year 
the cost will rise to Rmb 33.7 billion. 

The future of price reform will partly 
depend on how well Peking is able to 
tackle all these issues — there is no lack 
of proposed solutions in academic jour- 
nals despite the big chill in other 
ideological areas. There appears to be 
general agreement that a more stable 
economic environment and a low infla- 
tion rate (in contrast to the hypergrowth 
of 1984-85) are prerequisites for the 
success of price reform. There are also 
calls for more thorough price reform of 
industrial raw materials, especially coal 
and steel. 

Overall, analysts do not expect more 
drastic price reform in the foreseeable 
future, at least until the current political 
uncertainty clears up. Caution appears 
to be the order of the day as Chinese 
leaders are пбу more aware of the 
stakes involved. 


tened the consumers' 
sense of insecurity over 
paper currency and en- 
panic buy 

. Sud 


new feature of everyday 
life. 


learn to handle their 

own rising expectations. 

E to more mate- 

rial goods than they 

have had viously, 

their first reaction is to clamour for 
higher wages and allowances from the 
state — the ultimate provider of all kinds 
of resources. Advertising (common 
since 1978), lavish spending by newly 
rich private merchants, expensive home- 
со! receptions by affluent Overseas 
by forei businessmen, а e 
y inae а а aware of what they lack. 
In the final quarter of 1984, the hefty 
48% increase in wages reflected the 
strong, pent-up demand for more mate- 
rial rewards. Having given the carrot 
first (in the form of higher wages), it is 
now difficult for the authorities to wield 
the stick and ask workers to accept more 
economic responsibility and meet sub- 
sequent price increases from their exist- 
ing incomes. — Louise do Rosario 
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y Shim Jae Hoon in Bali 

ews that the price of coffee in April 
had dropped to 104.3. US cents a lb, 
he lowest level in the 25-year history of 
he International Coffee Organisation 
ICO), provided an inauspicious cur- 
tain-raiser to a meeting of the ICO's 
executive board in Bali in the first week 


; With Indonesia using the meeting to 
push its claims for a greater say in the or- 
anisation — and a greater quota in 
world markets — delegates from the 16 
nations on the board already faced the 
ospect of having to sort out some solu- 


quota shares in the face of an over- 
üpplied market. 
From the outset, delegates hardly 
:xpected any of these problems to be 
esolved; and yet, the latest. price 
eclines were so alarming that it took 
he board just two sessions to reach a 
consensus for quick reinstate- 
ment of the quota system sus- 
nded since February 1986, 
when the coffee price soared to 
US$2 a Ib in reaction to the 
calamitous drought which re- 
uced crops in Brazil, the 
vorld's largest producer with 
0% of the global ICO market 
uota. 
<= Towards the end of its five- 
day meeting, the board reached 
eneral agreement that some- 
hing must be done quickly to 
upport the market, so that the 
се can at least recover to a 
ange of 120-140 US cents, ac- 

























While Brazil and Colombia, 
he dominant producers, képt 

pulous silence over the 
ue of quota distribution, Indonesia 
lobbied forcefully for a new formula 
sed on exportable surplus, under 
ich it hoped to raise its present 4.596 
global ICO market share to at least 
596. o 
.. Lobbying for an increased quota was 
Considered important enough to have 
Indonesian ambassador to Britain 

hartoyo lead the delegation. 

"Trade Minister Rachmat Saleh 
went straight to the point in his open- 
ng remarks when he. stressed the im- 
portance of fixing “the right annual 
о based оп a system of equitable 
istribution among the member coun- 
tries.” Others at the conference under- 
scored Jakarta’s need to join the execu- 
tive board itself, where producer and 
consumer countries are equally repre- 
sented. 




























don to the scramble for bigger export’ 





he cup runneth over 


ndonesia fights for coffee quota in a glutted world market 


Leading the campaign to "restruc- 
ture" the ICO was Dharyono Кег- 
tosastro, chairman of the Associa- 
tion of Indonesian Coffee Exporters 
(AEKT). 

Setting the tone of its nationalistic 
pornon, , Dharyono had earlier accused 
CO of being undemocratic in excluding 
a major producer like Indonesia. from 
the decision-making board. 


With production up to 380,000 ton- - 


nes a year — 90% of which is in Robusta 
beans rather than  more-expensive 
Arabica variety — Indonesia has had a 
hard time accepting its small ICO 
quota, which in turn has deepened its 
dependence on markets outside those 
regulated by the organisation, such as 
China and South Korea. 

In fact, the non-ICO market share 
has remained consistently high — at 
about half total exports — leading other 





г COFFEE'S SHARE OF INDONESIA'S 
NON-OIL COMMODITY EXPORTS 














While virtually ай have adnied on 
the urgency of restoring the quota sys- 
tem to prevent the market from сођарѕ- 
ing, members have different ideas when 
it comes to who should get. how much of 
the quota. 

Through its chief spokesman, Jorio 
Dauster, president of the Brazil Coffee 
Institute, Brazil has restated its strong 
opposition to revising the current for- 
mula under which Indonesia might веѓа 
тајог increase, despite Brazil’s short- 
fall in the wake of bad harvests. 
“Nothing has happened. in the world 
market to make Brazil change its posi- 
tion on quota," Baustét was quoted as 
saying. 

Given its pre-eminent position in 
the market — Brazil.is expected to re- 
gain a production level of 33 million 60- 
kg bags this coffee year — Indonesia 
will find it impossible to hustle: Bra- 
zil. 

Brazil’s need to export more to ser- 
vice massive foreign debt is even more 
critical than that of Indonesia, and its 
overall dependence on coffee has be- 


come greater. 


“Оп à more pragmatic level, Brazil 
also leads the majority bloc. 
of 42 exporting countries within. 
théICO. 

To .break. Brazil's 









asa anall has > recruited. 



















can remain g j question: 
as several African countries, 
~ such: as Ivory Coast ‘and Ken- 
ya, prepare for higher pro- 
















duction. With ‘smaller ех-. 
porters all aiming to raise their 
"output, ‘survival in world mar- 
kets could be serious problem 
< without a workable quota sys- 








.coffee exports poa 





get what it wants when the ICO p 








AtvewramEw Rey s factions.’ is. the US; 


countries to criticise Jakarta for “dump- 
ing.’ 


Te are other compelling reasons 
for Jakarta to fret over its quota: 
the last fiscal 


year, according to AEKI’s somewhat 


erratic figures, rose to about US$994 


million, a récord amount, making cof- 
fee the third- -biggest foreign-exchange 
earner after the energy sector and 
plywood; other figures showed coffee 
shipments to have been shadowed also 
by textiles. 

‘Whatever the amount of the actual 
export revenue, however, about 11 mil- 
lion people are dependent on the indus- 
try for their livelihood. 

Brazil — the market’s giant — holds 
the key to whether Indonesia will 





tem. 

In, between these warring 

leading 

the bloc of 25 importing countries, 

which has in nt months. sought 
і 














prove оп its current quota le 
to a significant degree. That 
Jakarta to continue relying on the non- 
ICO market for disposat of a large sh re 
ofi its crops. 

The Bali conf ence has helped In- 
donesia to spru 
major producer 
control, but apart : 
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hina's éxport-led growth 
means foreign borrowing 


A‘ China continues the process of 
opening up to the world, the finan- 
cial community is trying to determine 
the size and character of China’s future 
financing requirements. Recent experi- 
ence offers uncertain clues as financing 
requirements have veered between ex- 
tremes. 

As recently as 1980-83, China was in 
no apparent real need of external 
financing, and such borrowings as were 
made served chiefly to build up reserves 
of foreign exchange. Then, in 1985-86, 
there was an abrupt shift, with a large 
trade deficit and а current-account 


shortfall of US$20 billion, financed: 


partly by drawing down reserves and 
partly by borrowing from nearly every 
available source, including nearly US$9 
billion from commercial banks. During 
these two years, foreign borrowing par- 
tially escaped from control, resulting 
from the confusion as new financial in- 
stitutions were put in place and old ones 
were given new functions. 

This year, order seems to have been 
restored. There has been a 
crackdown on imports and 
more centralised authority 
over foreign borrowing is 
being asserted. But ex- 
perience of less-developed 
countries suggests that 
development will entail an 
extended period in which 
large demands will be 
placed on the world finan- 
cial system, and that 
China's long-term goals 
cannot be reached without 
considerable reliance on 
foreign capital. 

So, what is China's ex- 
ternal financing strate 
and how will itaffect the fi- 
nancial markets? Assum- 
ing the present Chinese 
leadership remains in command, at least 
through 1995, Peking will forge ahead 
with the reforms already initiated, in- 
cluding price reforms and changes in in- 
stitutions, all aimed at a more effi- 
cient economy, and one which will grow 
rapidly without incurring unmanage- 
able foreign debt. 

There should be a rate of real growth 
in gross domestic product of 8-995 in the 
years to 1990, followed by a rising trend 
to 12% by 1995. While this may be a bit 
on the optimistic side, it is not beyond 
reason, given the assumption of a con- 
tinuing successful reform programme. 

In this case, exports as a share of 
GDP will first decline slightly, to about 
12%, then begin a steatly increase in 


1990. This reflects a belief that the first 

riority of the Chinese leadership will 
be to build up the country's infrastruc- 
ture, on which a drive for higher exports 
can be based. As China's development 

rogresses, it will become more export- 
fed. following the path of Japan and 
other successful countries. 

External borrowings are projected to 
be moderate in 1987-89, ranging around 
US$4-5 billion. From 1990 on, there is 
expected to be a substantial increase in 
borrowing and correspondingly in out- 
standing debt. In these years, debt as a 
percentage of GDP is pojasa to rise, 
approaching 17% by 1990, and the debt- 
service ratio will also rise, to 10.5% by 
1990. 

The scenario outlined is close to the 
current view of China’s technocrats be- 
cause it involves a low-risk borrowing 
strategy which maintains China well 
within its debt-service capacity. 

There are, of course» other possible 
scenarios. It is possible, for example, 
that the present Chinese leadership 


could be displaced by one whose objec- 
tives would include a slowdown in the 
reform programme, or one which would 
seek a reversion to centralised plannin 

in the strictest sense, or one whic 

would regard foreign debt with great 
aversion and seek to minimise new bor- 
rowings at all cost. Any of these 
scenarios would lead to a slower growth 
of GDP and of exports, so that even 


Oliver Greeves is senior managing 
director of Chase Investment Bank, 
based in Hongkong. This article is 


extracted from a paper prepared 
for the Asia Society. 


ку» ox debt might accumulate more 
slowly, the debt burden, as expressed in 
the ratio of debt to GDP or the debt-ser- 
vice ratio, would not be substantially re- 
duced. 

Whichever path is followed, it is pos- 
sible to see a large increase in borrowing 
over the next dozen years. The exact 
level of borrowing and the results ob- 
tained will depend on China's basic eco- 
nomic strategy. There is already consi- 
derable evidence that China's econo- 
mic strategy will be similar to those 
of several other countries in East 
Asia. 

This strategy emphasises market de- 
termined pricing on the one hand, and 
export-oriented industrialisation on the 
other as the keys to economic growth. It 
assumes the subordination of other eco- 
nomic policies to this strategy. Es- 
sential also is adequate foreign ex- 
change to pay for imports of raw materi- 
als, imported capital goods and foreign 
technology. 

The policy of export-led industriali- 
sation is being entrenched. The current 
squeeze on imports is not an about-face 
but a major course adjustment. The cur- 
rent austerity in Dreqiexctange man- 
agement, moreover, fits together with a 
reformed and articulated borrowing 

strategy which stresses 
continuity of overseas bor- 
rowing but frugality in 
using these resources. 
At the recent meeting 
of the National People's 
Congress, Finance Minis- 
ter Wang Bingqian an- 
nounced "three principles 
of borrowing." In effect, 
these link China's econo- 
mic strategy with its exter- 
nal borrowing licy. 
Foreign funds will ‘be 
borrowed prudently to 
facilitate industrialisation 
through exports. If ex- 
ports grow rapidly, China 
will borrow more. If they 
do not, China will borrow 
less. Imports will be con- 
trolled so as to meet the needs of export- 
related infrastructure, import substitu- 
tion, technology and the export indus- 
tries themselves. 


1" China’s borrowing to date, there 
has been a heavy emphasis on foreign 
aid, loans from multilateral organisg- 
tions, and direct investment. However, 
all these resources are limited and un- 
likely to show much growth over the 
next few years. Competition from other 
parts of the developing world is sing. 
Aid has the highest priority in all sec- 
tors — most infrastructure projects 
funded outside the World Bank are now 
negotiated so as to induce aid funds or 
mixed credits. However, it is clear that 















China will get only a proportionately 
small amount of. its. overall :needs 
through aid funding. The US does not 
plan to‘offer large: quantities of aid to 
China. Japanese aid, currently running 
at US$3 Hnilliona year, while hav- 
ing a low interest rate and lengthy 
maturity, has: proved to be a mixed 
blessing, given the yen's appreciation. 
The. World Bank has also indicated 
its reluctance to commit extensive soft 
loans and will be dedicating more of 
these resources to Africa in the 1990s. 
Its maximum allocation for China will 
J8$500 million a year through 
Some 14 other countries have set 
facilities, usually tied to exports. 
In total, aid might generate US$1 billion 
<a year in incremental funds. On a con- 
servative view of growth prospects, this 
would be a third of China's needs 
ө 1990, declining thereafter. In a 
growth scenario, this would amount to 
" only 15% or so of total borrowings 
through 1990 and even less thereafter. 
555. The World. Bank has an influential 
role in China. Peking has-found it rela- 
tively.easy to accept its views.as neutral 
and constructive. The. bank is planning 
to lend. US$2 billion a year throughout 
the current plan. While much of its 
existing lending has gone into energy 
and raw. material projects, it also has 
more than 300 projects under way in 
areas like rural health, education, ag- 
riculture, irrigation, port = 
construction and coal min- 
ing. 

In the area of commer- 
cial borrowing, Peking has 
several distinct approaches. 
Chinese. officials look for 

_ the subsidy in export credits 
rather than: the fixed-rate 
feature and tend to take ex- 
port credits where the sub- 
sidy (i.e. the difference. be- 
tween a country's. OECD 
consensus rate and the rate 
for.the same. maturity. gov- 
ernment bond) is highest. 
Additionally, Chinese bor- 
rowers, (who: have adapted 

| to World Bank project ten- 

‘| dering. procedures quickly 

‚| and whole-heartedly) al- 
| ways try to induce addi- 















































hard-fought projects. In this sense, ex- 
port finance is part of the bilateral aid 
" equation. 

Bond issues are viewed as low-priced 
long-term sources of funds. Though 
rarely stated in public, the anonymity of 
the investor is also attractive to the 
Chinese — ever conscious of the debt 
restructuring negotiations continuing in 
‘Latin America. China's bond issues 
have benefited from scarcity value at 
this point. Competition tö manage bond 
issues has left some primary underwrit- 
ers with losses. Nonetheless China has 
raised US$1 billion a year in bond issues 
without difficulty and undoubtedly will 












ional. aid as a competitive lever for | 








_ that could be refinanced at longer term 


€ China's total external debt is — 
too heavily weighted b 
obligations in appreciating 
currencies and includes 
elements that could be 
refinanced at longer term and 
lower rates. 








ка 





“continue to do so for the balance of the 


decade. 
Bank loans are the least attractive 


"source of finance to China. They аге. 


high priced relative to concessional 
sources, and volatile. Most commercial 
lending has been of four types — short- 
term deposits with Chinese banks, dis- 
counts of bank trade paper (particularly 
Bank of China and its overseas 
branches), project loans made either di- 
rect to a project borrower or as part of 
an export credit programme, and loans 
to hotel projects under guarantee of 
Chinese financial institutions. 


Financing of Chinese industrial en- 
terprises has been largely indirect, 
through leases. Some US$600 million in 
leases were written last year by domes- 
tic leasing companies, notably China In- 
ternational Trust and Investment 
Corp., whiche then. borrowed in the 
markets to finance its lease receivables. 
Financial leasing in China is attractive 


ы _— СНІМА5 SOURCES OF 
EXTERNAL FINANCE 














ing interest rates and е 
proficiency in managing the whole ar 
of liabilities is critical: Management 
also need-to incide liabilities incu 
on lease contracts, which have bi 
cumulating and should be recogni: 
part of the debt-service burden; 
Peking's capital-raising strategy als 
includes foreign investment. The ct 
rent Chinese strategy is to improve 
ditions for foreign investment so as 
“competitive” in terms of profitat 
with foreign investment conditions 
South Korea and Taiwan. It is deb; 
ble, of course, as tó how "attractive 
these two other countries are to fore 
investors compared, say, with Eur 
pean countries, the US or Asian loca 
tions like Singapore or Hongkong. Th 
is due to the fact that foreign investm 
in Northeast Asia all too frequently w 
encouraged to induce only foreign tec! 
nology. 
‘It has to be accepted by investors 
the other hand, that the areas that need 
foreign investment are export indust 
and raw material extraction. The co 
panies which should be targeted by th 
Chinese are those that are likely to find 
China attractive as a base for manufa 
turing exports. To the extent that the 
investors can be encouraged to com 
with higher value-added businesse 
China will climb the quality-and valu 
curve faster than. oth 
countries. The earlier this 
recognised and the fasteri 
ducements are given Чо 
these investors the bette 
will be for China'sexport i 
dustry. ' ea 
Clearly. the first priort 
must be to give existir 
foreign investors more pr 
tection from bureaucrat 
intervention and loss-pro- 
ducing changes in the rules, 
A way of facilitating th 
would be to direct more 
foreign investment to those 
cities which have demo 
trated successful track: 
cords in handling foreigi 

























































because it avoids many of the import ap- 
provals and is easier to arrange. China is 


already active in the cross-border lever- ` 


aged leasing markets, looking primarily 
for tax-advantaged sources of finance. 
Japanese tax-sparing loans have been 
made to a number.of projects. 

While China will not need to resort 
to the commercial markets extensively 
in the next few years, it should prepare 
itself for greater use of these resources 
later by refining its debt management. 
China's total external debt, today 
around US$26-27 billion, is too heavily 
weighted by obligations in appreciating 
currencies and also includes elements 
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vestors, such as Tianjin, 
encouraging competition be: 
tween cities. There are à 
ready signs of China recognising th 
fact. Lastly, but by no means leas 
consistency of policy towards foreign 
vestors is fundamental. 

China will have a shortage of оге, 
exchange for the foreseeable ‘futur 
Consequently it must struggle to ma 
mise the marginal benefit of each | 
foreign exchange dollar spent so as.to 
achieve its goals. The change forei 
observers look for most from ! 
reforms is the nimbleness and creati 
manifest in. Overseas Chinese enter- 
prise. Applied to China’s financing such 
an approach would help the country 
catch up with its successful neig 
bours. . 
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he visit of North Korean President 


focused attention on how far the 
untry has moved into the Soviet eco- 
mic orbit: The Soviet Union has re- 
nerged as North Korea's biggest trad- 
g partner, accounting for 43% of two- 
ay trade in 1985 compared to only 
4% in 1980. 

zUnder a bilateral long-term trade 
ireement between the two countries, 
fal two-way trade during 1986-90 is 
rgeted at US$9.4 billion, double the 
/81-85 figure. This would give a pro- 
ed annual average of US$1.9 billion 


nnual average of US$830 million in 
he 1979.84 period. E 
According to figures recently com- 
iled from Japanese sources, the Soviet 
share of North Korea's total foreign 
trade is again approaching the level of 
dominance: it exercised. during the 
1960s. The Soviets' share of total North 
Korean imports and exports rose from 
22.2% and 26.2% respectively in 1980 
0a hefty 47.2% and 37.2% respectively 
in 1985. This far outstrips the perform- 
ance of Sino-North Korean trade which, 
until recently, had been posting roughly 
mparable figures. Now a stagnating 
rade pattern has seen China's share for 
1985 falling to 13.9% for imports and 
.3% for exports. 
"The new Soviet stake is impressive, 
tis clear that a long-term, multi- 
aceted relationship is being created. 
ince Kim's epochal May 1984 visit to 
Oscow, economic developments have 
included: 
» A series of economic agreements giv- 
g the North Koreans access to higher 
echnology in nuclear- and. thermal- 


and steel manufacturing; 

» A new consular agreement to cover 
the thousands of Soviet technicians now 
serving tours of duty in North Korea; 
» Border transit and trade agreements; 









hat will see the establishment this year 


Kim H Sung to Peking at the end of | 


O-Way trade, up dramatically from: 





. Soviet share to about 20% in the early 


power generation, seabed prospecting | 





“>The continuing expansion of raillinks. | 






‘he Moscow factor 


's Peking visit underlines extent of Soviet influence 


of the first direct Pyongyang-Moscow 
rail link that does not cross Chinese soil; 
» The upgrading of North Korea’s 
north-eastern ports to handle expand- 
ing use by Soviet transit cargoes bound 
for Japan and Indochina. 

In many ways, however, this is not so 
much a new relationship as the revitali- 
sation of an older one. Notwithstanding 
the pre-war Japanese etonomic infra- 
structure, it could be said that the 
Soviets acted as mid-wife at the birth-of 
modern North Korean industry. After 
1945, and especially during the early 
post Korean War reconstruction years 
in the mid 1950s, the Soviet share’ of 
North Korean trade reached as high as 
80% before stabilising at around 40% ` 
during the 1960s. 

Radio Moscow ‘commentaries still 
regularly hearken back to those days, 
stating in painful counterpoint to North 
Korea’s tedious : propaganda that, 
Soviet-built plants’ produce 66% "of 
North Korea’s electricity, 50% of its 
petroleum products and 42% of its steel 
products, among others. 


piss differences kept the two 
countries at arm's length during the 
1960s and the diversification of North 
Korean foreign trade dropped the 


1970s. In fact, the two were still at 
ideological odds in the late 1970s when 
trade picked up again as Pyongyang's 
mounting debt problems deprived it of 
further access to Western capital and 
technology. 

The Soviets did not seek immediate 
political concessions from this turn- 
about, but in the fullness of time these 
came anyway as Chinese and North Ko- 
rean interests diverged in the 1980s. 
When North Korea finally rejected the 
option of a China-style economic 
liberalisation prope in 1985, eco- 
nomic ties with the Soviets were given a 
boost. Trade that year jumped 5095. 

Apart from the historical tie, there 
are a number of economic factors that.) 





e Soviets to play a substantial 


economic role in North Korea. The 
' for example; the fact that the North Ko- 






rean economy is capable of providing a 
wide range of goods and services to the 
Soviet Far East — goods such as tem- 
perate-zone vegetables and fruits that 
might otherwise have to be transported 
long distances from the Soviet west, so 
further overburdening existing railway 
services. 

Thus, border trade has grown con- 
siderably in the past five years and is 
now believed to stand at the historically 
high level of 3% of total two-way trade, 
with the North Koreans taking mainly 
light industrial goods in-exchange for 
agricultural and fisheries products. This 
strand of Soviet policy will have re- 
ceived added emphasis in the wake of 
Soviet leader Mikhail Gorbachov's July 
1986 speech in Vladivostok. The econo- 
mic development of the Soviet Far 
East.was an important theme of the 
speech. 

There is a wider complemeéntariness 
at work too, whereby North Korean ex- 
ports of raw and semi-processed materi- 
als — mainly. rice, magnesia, zinc, lead 
and rolled steel — dovetail well with 
Soviet exports-of mainly processed in- 
dustrial goods — industrial and mining 
machitiery, rolling stock, oil and petro- 
leum products. 

Moreover, in this trade; the Soviets 
have less grounds for worry about North 
Korean. insolvency than have “most 
other countries. Quite a few of their 
more. recent factory projects have re- 
portedly been built under a scheme 
whereby they are paid for with that fac- 
tory’s first few years’ production. 

Non-economic factors also play their 
part. Not only does the Soviet Union 
һауе а vested ideological interest in 
forestalling the emergence of any more 
China-styled* economic models, but in 
more general terms it expects economic 
influence to be converted into political 
influence somewhere along the line. 
Years of North Korean’ adventurism 
have made the Soviets a trifle jittery 
about the capacity of Pyongyang to dis- 
rupt broader strategic ‘concerns, and 
binding the North Koreans in this. way 
must seem worthwhile, 

However, in assessing the shape of 
this new trading relationship, it is useful 
to note that the immediate effect of the 
1985 trade boost was to convert a fairly 
balanced trading partnership. to а 
US$310 million deficit for North Korea. 
Since North Korea's export capacity is^ 
very circumscribed — so much so that 
the Soviets publicly chided Pyongyang .. 
in 1982 for non-fulfillment of contracts 
— a balance might be difficult to regain. 
The problem, as ever, lies in North 
Kored's policy parameters, ‘ања the 
price it currently seems bound to pay for 
these is to become even тоге deeply en- 
meshed in the Soviet economic sphere. 
Kim's visit to Peking may be a measure 

етп at this price: Wl 













of growing concern at 
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What The Professionals Say: 


"A timely, interesting and thoughtful 
analysis of Asian stockmarkets. Anthony 
Rowley’s book makes an important 
contribution to understanding this dynamic 
region." 

Robert Hormats, Director, 
Goldman Sachs International, New York 


"With this book Anthony Rowley, one of 
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The Commerzbank report on German business and finance No. 6/87 





















































With its record current- 

account surplus of DM76.5 
billion (3.9% of GNP), West 
Germany~like Japan—has re- 
cently had to face the charge 
that it is upsetting the world- 
economic order. US poli- 
ticians in particular are be- 
coming ever more vociferous 
cin urging the Bonn govern- 
ment to stimulate its econ- 
-'omy-and their reaction is by 
tio means irrational. By spur- 
ring imports, more robust 
domestic demand could help 
reduce the country's external 
‘imbalances. 
Moreover, critics point 
to important factors which 
| would favour an expansionary 
course in the Federal Repub- 
lic: prices are stable, and 
public finances are sound. It 
is also widely believed that, to 
a considerable degree, the 
country’s European neigh- 
bours follow its lead and that, 
in the final analysis, what is 
needed is a more expansion- 
ary policy throughout West- 
ern Europe as a whole. 


Impulses for growth 


For several years now, a 
number of German poli- 
ticians—and, above all, econ- 
omists—have been demand- 
ing improved conditions for 
growth. They argue that a 
more vigorous, sustained ex- 
pansion is the only way to 
achieve a significant decline 
in the current high level of 
unemployment—i.e. only by 
augmenting the capital stock 
can enough new jobs be creat- 
ed. The proposed strategy 
focuses, therefore, on invest- 





West Germany: 
the coming tax reform 


ment rather than increased 
government spending which 
fails to produce solid, long- 
term growth, as recent US 
experience has shown. 

West Germany's answer 
to its ‘chief structural prob- 
lems, high unemployment 
and its lopsided foreign-trade 
balance, is thus stronger 
growth through tax cuts, de- 


Income tax in West Germany 


marginal tix rate 
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Admittedly, these cuts ba- 
sically do little more than 
compensate for the inflation- 
induced rise in taxation since 
the last adjustment in 1981 and 
cannot be expected to stimu- 
late growth on a large scale. 
Yet they still have a short- 
term impact on demand. 

A major tax reform is 
planned for 1990. As in the 
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income and corporate taxes 
* [ as So of GNP 


regulation and the removal 
of structural rigidities. 

1986 brought tax relief to 
the tune of DMII billion, 
with a further DMS8.S billion 
reduction in income taxes 
planned for 1988. However, 
in view of the West German 
economy's sluggish perform- 
ance since the latter half of 
1986, the scope of the second 
round of cuts has been step- 
ped up to DMI3.7 billion. 
Hence, the measures imple- 
mented in 1986/88 result in 
an aggregate tax reduction 
amounting to 1.2% of GNP 








U.S., its guiding principle is 
to broaden the tax base by 
curtailing concessions and by 
bringing down marginal rates 
considerably. Whereas in the 
U.S., the reform was designed 
to have a neutral effect on 
revenues, in West Germany 
the tax bill of companies and 
private households will be 






substantially reduced. Conse- 
quently, public spending has 
to be kept under tight control. 

The resulting shortfall in 
receipts-including the ad- 
ditional reductions planned 
for 1988—is put at DM44.4 
billion, or 296 of GNP. Rough- 
ly half of this will stem from 
the introduction of a linear 
progressive scale for income 
tax. At the same time, the 
lowest and highest marginal 
rates are to be cut by three 
percentage points, to 19 and 
53%, respectively, and the 
corporate tax rate for retained 
earnings is to drop from 56 to 
5096. This key reform is to be 
made possible by eliminating 
tax breaks and curbing sub- 
sidies, which would yield 
DMIO9 billion. Budgetary re- 
straint should provide scope 
for the remaining DM25 bil- 
lion in tax relief; government 
spending is set to advance at 
395a year—much less than rev- 
enue, which should average- 
the same 412% growth. rate 
as nominal GNP. This disci- 
plined approach to expendi- 
ture was not in evidence in 
1986, and the current year 
should also witness an in- 
crease of about 4%. If spend- 
ing continued to rise at this 
pace up to 1990, the potential 
for tax cuts would be almost 
completely eroded. 

Refusal to budge on the is- 
sue of public spending does 
not, therefore, mean. that 
West Germany is rejecting the 
quite justified calls for more 
growth. Rather, such restraint 
is seen as the key to lower 
taxes and thus solidly-based, 
sustained growth. The 1990 
tax reform represents a sig- 
nificant step towards rein- 
forcing economic expansion. 
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Landmarks of the recession 


@ FLUSHED with the success of the 
Malaysia Fund and the he. An 
ity of Malaysian International Shi 
Corp. shares with the foreign investors, 
image-conscious brokers on the Kuala 
Lumpur Stock Exchange (KLSE) are 
now talking pugnaciously of meeting 
head-on the challenge of negotiated 
commissions from Singapore next 
month. Such fighting tal 
which were on their knees barely a year 
ago is as good an indication as any of the 
dilige of mood in the market — and 
how short memories can be when there 
is money to be made. 

However, those who believe that 
everything in the Malaysian garden at 
the moment is rosy should take a closer 
look at some of the companies in the 

roperty sector. By "property sector" 
Shroff does not mean the property 
subsection on the KLSE, of course, but 
instead those many counters listed 
under “industrials” or “dollar rubbers,” 
which in reality are more dependent for 
their survival on the going rate for a 
three-storey shophouse in Petaling 
Jaya than on the price of steel or RSS 
One. 
© IN particular, foreign fund managers 
said have paid attention to thé antics 
of the Chong Kok Lim (CKL) Group of 
hotel and shopping complex companies 
in connection with an extraordinary 
general meeting (EGM) of its publicly 
listed subsidiary, Landmarks Hold- 
ings, which was requisitioned by some 
of its shareholders on 8 June. For, in ad- 
dition to revealing the extent to which 
the recession is still threatening the via- 
bility of many well-known names in Ma- 
laysia, they also provide a good illustra- 
tion of the way company directors can 
run rings around their minority share- 
holders. 

According to a restructuring propo- 
sal put forward by its financial advisers, 
Arthur Young & Co., the CKL Group is 
insolvent to the extent of M$583 million 
(US$233 million) and has been failing 
to meet its liabilities since at least 
November last year. 

Believing Landmarks to be solvent, 
eight banks and finance companies 
based in Singapore used Landmarks 
shares pledged to them as collateral to 
requisition an EGM on 8 June. As part 
of,their scheme, they proposed a resolu- 
tion to remove the бк Group's pat- 
riarch, Tan Sri Datuk Seri Chong Kok 
Lim and his three sons from their re- 
spective positions as chairman and exe- 
cutive djrectors of the company, on the 

rounds (as revealed in a related af- 
adavit) that “they had proved them- 
selves incompetent in handling the fi- 
nancial affairs . . ." 

This resolution was neatly fore- 
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stalled by the resignation of all four 
Chongs the day before the EGM. Less 
than half an hour after the EGM had 
broken up in some confusion, the Land- 
marks board held a meeting and invited 
Tan Sri Chong back as deputy chairman 
and one of his sons-in-law as a director. 
The furious dissident banks are believed 
to have sold off so many of their pledged 
Landmarks shares since the requisition- 
ing of the EGM that they no longer con- 
trol the 10% minimum needed to re- 
quisition another one. 

Landmarks has to hold its annual 
general meeting (AGM) within six 
months of the end of its last financial 

ear (31 December 1986), so Sparks can 

€ expected to fly later this month. 
However, some banks tell Shroff that 
they are waiting to see if there will be 
any change in the direction of the com- 
pany now that Chong is apparently out 
of the driving seat. 

Nominees of the Chong's bumiputra 

partner, state-owned property company 
Peremba, now 
hold half the 
places on the 
board. Further- 
more, Peremba's 
chairman, Тап 
Sri Ghazali Sha- 
fie has taken 
Chong's place as 
chairman, and 
Hassan Abbas is 
managing direc- 
tor. Most analysts 
think (and most 
banks are hop- 
ing) that having 
won management control from one of 
the last of the big independent Chinese 
towkays, a bumiputra company will be 
loathe to give it up. 
* IF they do plan to throw their 
weight around at the AGM, the banks 
will have to stay on their toes. Land- 
marks may attempt a stunt similar to 
that pulled by the other Malaysian pub- 
licly listed company controlled by the 
CKL Group — Sri Hartamas Cor х 
(SHC). For SHC’s AGM оп 31 March, 
during which the board announced a 
46% drop in pre-tax profit, the venue 
was switched at short notice from a 
hotel in the centre of Kuala Lumpur to 
SHC's housing estate some miles out- 
side the capital. 

According to the Arthur Young 
document, the CKL Group is the bene- 
ficial owner of about 75% of the share 
capital of SHC. Some of this is held via a 
60% shareholding in SHC owned Бу а 

rivate company, Sri Hartamas Deve- 
opment (SHD), which in turn is 41% 
owned by the CKL Group, 41% by 
Datuk Wono Kee Tat and 12% wo 
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Datuk Syed Kechik. S 
pany proposing to sell S 
of building land for 
price of M$80 million. 
of course, was that SH 
loan of M$110 million — 
at cost to the vendor — 
to free itself of all encu 
land. 

Shroff finds that M$ 
ure quite interesting, a 
by M$45 million the fig 
thur Young for borro 
been collateralised by 
discrepancy may be exp 
terval of five months be 
nal SHD proposal and th 
of the Arthur Young report, 
` Or it may be because shi 
SHD supplied details of the 
scheme to the KLSE in Septery 
company called Sri Hartamas by 
ment (HK) Ltd — which is owned Б 
same three partners as SHD — 100.2 
loan ‘rom Bumiputra Malaysia Finant 


of Нопекопе, which was secured ой 
hy it should have been in 


SHD land. 
the interest of SHD to do so 
© THE main reason why 
Young scheme has $9 far failed to con. 
vince the foreign bankers seems to Haus 
been that it was just another variation of 
the SHC-SHD deal — only this time, 
the CKL group was to be saved by the 
banks buying out its partners in SHD. 
The banks were to have assumed M$23 
million and M$10 million owed by 
Wong and Syed Kechik respectively to 
SHD, plus a further M$20 million in pri- 
vate debts of Wong, plus guarantees 
totalling M$93 million given by all three 
partners combined on loans to SHC and 
SHD. 

These figures are also interesting, in 
that they give one of the few reliable 
indications of the relative strengths 
of two other major property-based 
groups in Kuala Lumpur — Wong's 
Kuala Lumpur Industries group and 
the Syed Kechik group. They seem to 
tie in pretty well with the current wis- 
dom in banking circles, which has it that 
both Wong and Syed Kechik are under 


is puzzling. 
the Arthur 


` pressure. 


Wong, who nearly had the air-condi- 
tioning system of his Kuala Lumpur 
Plaza forcibly repossessed a few months 
ago, is the joint owner with Syed Kechik 
of the Oriental Hotel, which has been 
left partially complete for nearly a year 
now. There are strong rumours that 
Wong’s publicly listed vehicle, KL In- 
dustries, is in the process passing into 
the control of a bumiputra group, which 
may account for the sudden apprecia- 
tion in the share price from a low of 70 


M cents at the beginning of March to 
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Hyundai's new man at the top 


fore," he says, and an executive at the 
booming car company agrees. In recent 
years, HMC's sales have surpassed 
those of the group's overseas construc- 
tion flagship, which was always his elder 
brother's primary concern. 

Chung Ju Yung, 72, the epitome of 
the patriarchal founder-chairmen of 
South Korea’s major business groups, 
left his post to become honorary chair- 
man, turning over executive leadership 
of the group to his 59-year-old brother. 
The move was accompanied by a reshuf- 
fle, involving 167 executives across the 
group, and seems to be an attempt at 
creating a period of transition which will 
make way for the elevation of one of the 
elder Chung’s seven surviving sons. 

Most bets now are on the eldest, 
Chung Mong Ku, 49, who assumed 
chairmanship of five subsidiaries after 
the reshuffle, but a final move to put a 
long-term successor in place is unlikely 
to come within the nextdive years. The 
number of sons — three in their 40s and 





working in the group — and Chung Ju 
Yung's exacting standards make the 
final decision on who will eventually 
take over a matter of speculation for 
outsiders. In deciding upon and groom- 
ing a successor, the business patriarch 
will not forget the tragedy of his first 
son, Chung Moong Pil, who was killed 
in a car accident before his father was 
willing to give him an important posi- 
tion within the group. 

Chung Se Yung, who describes him- 
self as more of a “listener” and “com- 
mittee man” than his elder brother, 
whose hands-on approach to all matters 
is famous, shares some important 
characteristics, such as apparently 
boundless physical energy and personal 
openness. Throughout the company’s 
history, the elder Chung's forceful 
character has dominated all aspects of 
the company’s management. As honor- 
ary chairman, Chung Ju Yung still 
maintains an office in the group's head- 
quarters, and is referred to by employ- 
ees as the “Owner,” and sometimes 
“King” Chairman. 


H5 younger brother is not eager to 
push. “He knows the details, he 
knows the people throughout the 


group, and it will take me a long time to 
learn," he says, adding that he talks to his 
brother two or three times a week. "The 





Electronics is 
another world 


A giant stumbles on its first 
plunge into hi-tech 





H yundai's success in construction, cars 
and heavy industries has been dri- 
ven by Chung Ju Yung's simple 
philosophy that anything can be done 
through hard work. As a proverb posted 
in a lift in the group's headquarters puts 
it: “Experience without knowledge is 
better than knowledge without experi- 
ence." Nowhere is this approach being 
more sharply tested than in the group's 
frontal attack on the electronics busi- 
ness, which started in 1983. 

The initial plan was grand and rather 
vague — pushing into semiconductor 
and consumer electronics production 
and eventually into computers. Chung 
was reportedly stung by suggestions that 
Hyundai's predominantly heavy-indus- 
try experience would not be enough to 
steer it into hi-tech, which he has 
painted as his final project — a legacy to 
take the group into next century. 

He has taken a special interest in the 
project, maintaining an office at the 
company's new production facilities in 
Inchon, an hour's drive southwest of 
Seoul, which bear the imprint of his bul- 
lish approach. As an employee pointed 
aut the main nroduction plant was ini- 
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tially planned to be one floor. Chung Ju 
Yung then ordered another floor to be 
built, and then another. 

Three years after its inception, the 
new company, Hyundai Electronics In- 
dustries (НЕТ), is still finding its feet. 
As Chung Moon Dae, managing direc- 
tor of semiconductor sales says: “Whe- 
ther we like it or not, we are latecomers, 
and we don't have the technical 


| backgrounds of our competitors, so just 


running means staying in place at this 
stage.” He adds, however: “Whatever 
we lack in other areas, we have in man- 
agerial and production experience.” He 
is vague on production and sales figures: 
“They change so fast, so what I tell you 
today won't mean much next month." 
HEL is still losing money, though group 
chairman Chung Se Yung expects it to 
turn a profit in 1988. 

Indeed, for many outsiders, HEI re- 
mains an enigma and its most publicised 
features have been its blunders. The 
most dramatic was the closure and sale 
in early 1986 of a semiconductor re- 


search and production facility їп 
California's Silicon Valley at a loss of 
around US$20 million. The US facility 
had been part of a strategy to draw tech- 
nology from the US which also included 
the hiring of a number of Korean-Ame- 
rican PhDs to work both in the US and 
domestic operations. 


Ox of the main reasons cited for the 
closure of the US plant was an ap- 
pawa impossible combination of a 

ighly educated US workforce and 
Hyundai's authoritarian management 
style. For similar reasons, the seven ini- 
tial of Korean-American electrical en- 
gineer recruits, drawn from researc 

laboratories of top US firms, have all 
left Hyundai. 

One of the seven said that Chung Ju 
Yung's management style, and the les- 
sons he has learned from running con- 
struction and heavy industrial firms, 
have been counter-productive in elec- 
tronics. According to the former man- 
ager: "His past success has created 











the group to hear praise for the founder: 
"I wish you could see him at staff meet- 
ings,” enthused Chung Moon Dae, an 
- executive at Hyundai Electronics Indus- 
tries Co., who has spent his career with 
the group. “He has a tremendous grasp 
of facts, an extraordinary memory, and 
knows how to make quick decisions,” 
he added. Chung Se Yung is fond of 
quoting his brother — “He says a man 











" something is a lazy man," carefully add- 

ing: “I must be lazier than him." 

2 Others who praise the Hyundai pat- 

tiarch for his achievements betray a 
nse of doubt about his style of leader- 






















'hangeover is a very gradual process.” 
2 One does not have to go far within: 


who says he does not have time to do. [j^ 
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ship. *We needed that kind of person in 
the 1960s and 1970s, but we are almost 
in the 1990s now," said another Hyun- 


very complex strategy, which is тоге 
than one man can take on," he added. 
P erhaps out of respect for his brother, 
"Chung Se Yung has little time for 
talk of a change in style: “Every big 
group in the country except Lucky [the 
ucky-Goldstar group] is a kind of dic- 
tatorship . . . why should we now try to 
change a system which has been so suc- 
cessful?” 


As he did in the past, the elder 
Chung concentrates much of his ener- 
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dai executive, “Now it is not just a mat- | 
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There is talk of ы. 
dence for group companies in the trang 
tion period, and even of a breakup of | 
the group, possibly due to rivalries 
among Chung’s sons when their fat 
dies. This seems a long way off, how: 
ever. Chung Ju Yung is an active 
sportsman, and apparently as healthy as 
ever. Їп а recent interview with the 
REVIEW, he looked at least 10 years 
younger than his age. 

A tradition of hierarchical manage 
ment will bé. hard to shake off, and th 
group's complex cross-holdings and fi- 
nancial guarantees, quite apart frc про 
litical considerations, will stand in the wa 
of the breakup of amachine whose tu 
over last year accounted for 11% of Sout 
Korea’s gross national product... gl 





















































































problems. You can't just pour money 
. into electronics and then start receiving 
-| giant purchasing orders the way you can 
| Hr construction ог shipbuilding.” He 
also felt that the management of the 
firm — which is dominated by Chung Ju 
Yung — was and still is heavy on career 

_ |. Hyundai men and short on technicians. 
|.» One of those Hyundai careerists is 
_{ Chung Moon Dae, and he disagrees. He 
| remembers the first ships built in Hyun- 
dai's shipyards: “Many of the men who 
built those ships had never seen one be- 
| fore. Ships may look less complicated 
| than a memory chip, but I do not think 
[шу аге], they just look bigger.” 
lung Moon Dae says that problems 
ith the Korean-American staff arose 
partly because they were mostly re- 
Search technicians with little operations 
















beginning of the year. Hyundai has 
hired a number of engineers recently 
from its competitor Samsung. 

The only other company to have ap- 
proached semiconductors in this frontal 
manner has been the Samsung group, 
which is well ahead of Hyundai at-this 
stage. With a long history in the con- 
sumer electronics business, and close 
ties with Japanese companies, Samsung 
will remain ahead for some time. Like 
Hyundai, Samsung's move into hi-tech 
has been spearheaded by an ageing 
chairman (Lee Byung Chull) who was 
advised against it, but considers it a per- 


sonal mission. 
Sinus has invested more than 
US$500 million in semiconductors 





perience. “Each had his grand plan 
or us, but they had no experience in 
anagement," he said. j 
An executive with a major US com- 
uter firm in Seoul is optimistic about 
| Hyundai's prospects. "There is a way of 
getting things done in this country," he 
sajd, "and Chung Ju Yung knows how." 
€ says Hyundar's strategy in semicon- 
uctors — to tackle memory chips first 
~ makes a great deal of sense because; 
however expensive, the tremendous 
learning involved will be a great asset. 
He agrees that recruiting and managing 
technical knowhow ‘has been a regu- 
г problem — the company's high 
aff turnover is notorious — but notes 
те dramatic improvements since the 






























so far, and its memory chips recently ’ 
passed an important quality test.— а 
contract to sell 256K DRAMs to ІВМ. 
Chung Moon Dae at HEI estimates 
around US$300 million has been in- 
vested in semiconductors there — 
roughly half of the company's total in- 
vestments so far. Currently, Hyundai is 
running three chip-fabrication plants, 
producing 64K DRAM, 16K SRAM, 
IK EPROM, and 64K EPROM chips, 
with supply contracts with Texas Instru- 
ment and General Instrument of the 
US. Chung Moon Dae says yields on 
64K DRAMs have reached 70%. 





include telecommunications equipment 
personal computers and radios, used i 
Hyundai cars. Earlier plans to produce 
household consumer goods, which went 
as far as signing original equipm 
manufacturer contracts with for 
producers, have been shelved. ` ; 
Chung Moon Dae dismisses a com- 
mon outside theory that the electronics 
subsidiary could gain some stability with - 
supply lines to other Hyundai opera- 
tions, particularly Hyundai cars, Cur- 
rently HEI supplies car radios, and also 
produces car telephones, but other elec 
trical car fittings are regarded at this 
stage as too specialised to produce, and 
they are not being seriously considered 
for the future. Sales to other Hyundai 
Кора are small. | 
yundai appears to have stumbled 

in its attempt at duplicating the succes 
which Daewoo has enjoyed: with i | 
popular IBM personal computer clone, 
‘called Leading Edge after its US dis- 
tributor. A contract Hyundai signed. 
with another small US distributor, 
Blue Chip, to sell clones at the seem 
ingly impossible price of US$699 a unit. 
(roughly half the price of a Leadir 
Edge) has fallen through. Chung Moo 
Dae says 30,000 units were sold, b 
Hyundai "could have done better." e 
remains vague on the reasons for the 
corporate falling out, though outsi 


























































































Semiconductors account for 20-25% 
of the company’s turnover, which Chung 
Moon Dae says will “have to. rise” as 
yields improve. Other lines of business 


"characteristic insistence that the con: 








sources say they arose from Hyund. 







puters be sold under their brand name. 
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‘threatening circum 

Pakistan's eastern and western 

borders” as justification for the 

rise in the defence burden. 

Debt’ servicing accounts for 

^ 26.4% of projected government 
current expenditure.and the Rs 
37,93 billion allocation is 10% 
higher than in last year’s revised 
estimates. Domestic borrowing 
constitutes more than-half of 
Pakistan's debt burden, while 
interest and repayment of prin- 
cipal on foreign loans con- 
sumes a third of export earn- 
ings. 

Apart from the defence tax, 
which is expected to net Rs 11.38 
billion, no.new direct taxes have ; 
been introduced, though several 
amendments in the tax. code. 

rice of several con- приғатав иан have been proposed. These in- 
\ойѕ by indirect taxation. | jected. Wattoo said the budget was | clude the introduction of a new rate card: 
AO hopes to contain public protest geared towards maintaining growth in | to provide relief for registered firms 
ver the budget, which has already re- production, improving infrastructure and an increase in the tax-exemiption 
ulted in rioting in Karachi, by propos- | and advancing social welfare. limit for individuals. Direct taxes will 
ing alternative tax measures and scaling The detailed breakdown of proposed | account for a relatively small. propor- 
down government spending. development spending totalling Rs 55.8 | tion (under 18%) of the total tax. 
Pakistan faces a budget deficit of Rs | billion reveals an emphasis on road con- | «revenue, the rest will come from indi 
.34 billion (US$1.36 billion) in the | struction, electrification, and health | rect taxes. won : ; 

sxt financial year, Finance Minister and education projects in the country's A number of tariff changes were an- ^ 
ohammad Yasin Khan Wattoo told | villages. Rural development is the centre- nounced, designed largely to promote 
parliament when presenting the budget. | piece of Junejo's five-point manifesto, | investment and boost production in in- 
ncreased outlays on development, de- | which League officials hope will be a | dustry. The rate for customs duty on im- 
fence and debt servicing will raise ex- | major vote winner in local elections. ported raw materials for industry will 
penditure to a record Rs 199.36 billion, Almost half of next year’s annual | now range from 20-5076. Industrial 



















pointed a 14-member 
"arising. MPs from the 
SX luslim League to revise 
ANS for 1987-88 (from 
Mon came after par- 
"o Yd opposition leaders 
oOyet proposals, which 
«he p 
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up 13% from last year's budgeted Rs | development plan will be financed 
54.81 billion. New taxes, import levies | through foreign assistance, largely in 
nd increased public utility charges are | the form of project aid. But the Rs 44.25 
only expected to yield Rs 20 billion in | billion allocation for defence (30.8% of 
additional revenues. 

The government appears to have | ly through internal resources. The 
abandoned its previously stated objec- | budget proposed an additional "defence 


current expenditure) has to be met sole- 


machinery not produced in Pakistan 
may be imported with a maximum duty 
rate of 2096, while a protectionist tariff 
on machinery that can be produced in 
Pakistan has been reduced to 8076; 

To mop up funds from the unofficial - 


| economy and channel them into trade 


and industry, the setting up of private- 


| tive of attaining zero deficit financing. | tax" surcharge of 10% on net income 

After adjusting for gains and losses in and corporate tax and 5% of the duty- | sector investment companies will beal- 
tevenue from new tax measures, bank | paid price of imports, to offset part of | lowed, subject to a minimum capital re- 
borrowing of Rs 7.65 billion is still pro- | the military costs. Wattoo cited quirement of Rs 100 million. 
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THE Philippines led gainers 





MANILA: Prices rose across the board 
owing to strong buying support. Mar- 





:471.83 points to close at 4,865.5 and 
the’ commercial-industrial marker 
gaining by 55.35 to 766.05. Average 
daily turnover rose sharply to P92.69 
million (US$4.5 million), on average 
volume of 1.42 billion shares. 












barrier on 4 June on the back of institu- 
„tional buying and closed the period at 
an all-time high of 3,068 points. Prop- 
| erty stocks were major gainers, while: 
utilities were steady performers. Turn- 
Over for the period amounted to 1.6 









|. (US$896.8 million). 


TOKYO: Boosted by the half-hearted 
return of Japanese institutional invest- 
ors, the Nikkei Stock Average climbed 
to.a record 25,523.89 points on the last. 
day of the- period. Lageards advanced 
г across the board, and selective buying 
_ of constructions, railways and pharma- 
“ceuticals accounted for heavy volume 
-earlier in the period. Daily volume 
averaged 1.01 billion shares. 


. time, caught between a demand for key | 


of bullion groups. The All-Ordinaries 
‘Index closed the holiday-shortened 
period 1.8 points stronger at 1,778, 
‘largely on an 18.3-point rise in the All | 
| Industrials Index to 2,590.6. A total of 
‚ 470 million shares were traded, worth | 
` A$880 million (US$628.6 million). E 


NEW ZEALAND: The market reco: 
vered strongly during the period to top 
:1:3,000 on the Barclays Index. Both pri- 
"'vate investors and corporate activity, 
“notably a bid for retailer 1. D. Nathan, 
pushed the rise. Interest rates con- 
tinued to fall, dropping below 20% for 
“90-day commercial bills. Volume was 
55.8. million shares, valued at 
:NZ$162.7 million (US$94 million). 


SINGAPORE: Turnover was at record 


‘levels during the period at an average 
of 71.1 million shares traded daily but 
"| prices finished off their best, pushing 
4 othe average daily value down to 
*S$155.7" million (US$73.6 million). 
| Most: blue chips, including SIA, lost. 
“value during the period. Fraser's In- 
| -dustrial Index closed. the period 69.14 
-points down at 7,145.83. 




















ket indicators touched historical highs, | 
With the mining index advancing by | 


HONGKONG: The Hang Seng Index [22 
topped the 3,000-point psychological 


million shares, worth HK$6.99 billion |, 


-| AUSTRALIA: The markets marked [7 


` industrial companies and rofit-taking | 98 


in the period to 8 June, followed by Hongkong and New Zealand 
cumbed to heavy profit-taking while Bombay remained weak. " 




















E the period to close at 466,9. 






KUALA LUMPUR: Share prices finished 


easier after heavy profit-taking follow- 
ing the weekend wiped out most of the 
modest pains achieved during the pre- 
ceding four days. Fraser's Industrial 
Index finished the period 30.53 points 
down at 4,529.63. з daily vol- 
ume for the period was. 41.89 million 
shares, valued at M$73.67 million 
(US$29.5 million). 






















BANGKOK: The market was buoyant, 
with the Book Club Index posting a 
healthy gain of 4.54 points over the 
period to close at 246.92, Expectation 
of a strong second-quarter perform- 
ance helped push up confidence par- | 
ticularly among more active investors. 
Volume for the period amounted to 
9.06 million shares, worth Baht 2.01 
billion (US$78.1 million). 










































SEOUL: Lingering fears of political in- 
stability combined with forced institu- 
tional selling pushed the markets com- 
posite index down another 3.51 points 
to 383.93. Institutions were still feeling 
the effects of government measures to 
whittle their stock holdings. Average 
daily volume increased smartly to 52.3 
million shares, worth Won 41:8 billion 
(US$50.9 million). 


TAIPEI: The market dropped sharply 
in the wake of new central-bank con- 
trols on capital inflows and forward 
currency trading, which investors 
feared would hurt exporters’ ability to 
hedge foreign-exchange risk. The 
weighted price index fell 186.01 points 
on the period to close at 1,692.6. Vol- 
ume eased to an average NT$6.32 bil- 
lion (US$218.3 million) a day. 








BOMBAY: Equities fluctuated іп а 
narrow range thanks to scattered sup- 
port from financial institutions; but 
slumped on the last day of the period. 
Pundits hope for an upturn in share 
prices, however, on rumours of the im- 
minent appointment of pro-business | 
Nani Palkhiwala as finance minister. 

The BSE Index fell nine points to close | 
the period at 445.19. 






































NEW YORK: Prices continued gener- 
ally firm over the period with the Dow | 
Jones Average rising 63 points to close | 
at 2,351.64 on reduced volume of 724 | 
million shares. Many punters stayed on 
the sidelines waiting for developmen 

from the Vienna summit meeting of 
world leaders. The Morgan Stanley | 
Capital International Index rose óver 
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неса 143.009, Hongkong HKS7.792, Singapore 82:1035 
Singapore-Malaysia: S$1 =М$1.18, £1 «HK§12.80 
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EXECUTIVE COURSES 


 — — HEADS OF UNIT — 
_ CAMPAIGN AND MEMBERSHIP _ 


Amnesty International is looking for two people to head new 
_ units responsible for membership development and cam- 
}. One will head a team of 15 responsible. for 
reloping a worldwide network of members. The other 
similar sized unit working to еп Amnesty: 
e 5 campaigning program. The two will need good 
managerial skills plus the ability to advance policy in t 
areas. : я 


"Candidates should have sound political judgement, an 
understanding of different cultures and experience of work- 
, ing with an activist membership organization. They must 
гаме proven managerial ability and be able to work under 
pressure. Fluent English is essential, knowledge of other В ; А xs 
languages, especially French, Spanish or Arabic, highly de- эне Айс, with Japanese Corporations, Колагын, 18 
sirable. Unless strategic linkages can be forged, European companies are 
risk of being left out of the rapid build-up of trans-Pacific ‘co-operation. 
The programme will concentrate on the patterns of alliances, risks and : 
nee and the specific skills necessary for successfüt ‘Strategic. 
liances. : | e 
Joint Ventures and Licensing in Asia, Fontainebleau, 16-18 November 
1987 
This programme will present information to European and Asian mana 
gers on the current practice of setting-up, in Asia, joint ventures in th 
many forms. An assessment will be made of the business, legal, ad- 
ministrative and managerial environment for joint ventures and} 
in Japan, China, Korea, Taiwan and ASEAN. 


Developing Business in China, Fontainebleau, 2-4 December 1987 . 
A realistic appraisal of the obstacles to and opportunities for doing busi 
ness in China will be the theme of this programme for European mana 
gers. The impact of trends in the Chinese socio-economic and political 
environment and their implications for market opportunities for Europe 
will be assessed. ; 
Human Resource Management in Asia, Singapore, 14-18 December. 

1987 y : 
As the human resource dimension is increasingly : 
Asia as one of the key elements of development and 


£13 787 pa rising to £16 642 pa 
(annual increments, index-linked) 


|. Closing date for receipt of application forms: 31 July 
]. Interviews for week commencing 31 August 1987. 


| i For further information and an application form, please contact: 


© Тек (01) 837 3805 (24 hr ansaphone) 


ASSISTANT PROFESSOR IN RURAL REGIONAL DEVELOPMENT i 
| ASIAN INSTITUTE OF TECHNOLOGY. BANGKOK 


a Applications are invited for the above position in the Division of Human Settle- 

| ments Developmentto be filled at the latest by 3151 August, 1987. Applications 

should be made by 4th July 1987 directly to the Chairman, Division of Human 

| Settlements Development, AIT, PO Box 2754, Bangkok 10501, from whom 
-fürther details may be obtained. р 


гсе талад 
proaches are consistent with Asian 
and manager careers in a period of 
propriate to local conditions. · 


For further information on these or any of the other programmes offered: ; 
by the Euro-Asia Centre, please contact: 

Mrs Hilary LASSIS 

Ref, A 


EURO-ASIA CENTRE 

Boulevard de Constance 

77309 FONTAINEBLEAU, Frarice 
Tel: 1-4072 4012 

Fax: 1-4072 4049 

Telex: 690389 








‚ PROPERTY 


Hampton & Sons, the leading UK Estate Agents can assist you to buy. sell, let, 
manage and arrange finance for your UK house or flat. 


» Call Philip Jackson on 5-8104838 or télex 61851 FPDHK HX 
REST Ge onan” ‚ ‘Hampton ё Sons 


HUM hes riri Sape Rong kong, 6 Avlngron Stee: London SWAT les мі 


_PERSONAL 
| Swiss Handling of 


| REAL ESTATE | 
| SHOPPING CENTER 
| USA 


117,000 square foot, new 
strip shopping center, lo- 


INTERSEARCH пом oh (5)295625, 
Admiraity Centre; Tower 2, Hong Kong. 





s Far Eastern 


cated next to a regional mall. 
Northeast corner of U.S, — 
100% leased to national 
;companies. Cap rate of 


Economic Review 7th Floor, 


UK IMMIGRATION International Transactions 


' Specialist professional firm 


provides complete service 
for clients requiring UK im- 
migration. Free booklet on 
UK immigration rules and 
procedures available from: 


DAVID GARRICK & CO 


The key company for: ` i 
Back to back й 


‚ 13 Avenue Күн 
3 Avenue Krieg 


1 n Switzenand 
Phone: 47:59 80 Fax: 46 14 85 
Telex: 421808 DEB CH ` 


If you have something 


Centre Point 181-185 Gloucester Road qs 
; GPO Box 160, Hongkong... + to +>. Say it 
62497 REVAD HX say : 


dntheClassifieds! ^ 


EN London WIM ҒА 
E Tek London 486 8142 
m 02 


: Telex: 89541 1 




















Taipel: no need for tourists, 


The snake. show is: presided over by 
gentlemen with all the usual salesman's 


| patter. Slithery ‘reptiles of. varying 


E lengths and markings are plucked'by the 





aiwan's. capital city of Taipei con- 
tains well over 3 million people and, 
У the look of it, попе of them аге аг- 

itects worth the name. Perhaps this is 
because the Kuomintang (KMT), which 
fled to their island fortress in 1949, are 
simply squatting on Taiwan, awaiting 
what they are hoping will be the inevita- 
ble demise of communism on the main- 
land. In consequence, Taipei is a drab 
monotony of squat buildings, relieved by 
the-occasional skyscraper craning above 


shment. 

The presidential office building 
looks. like a Japanese railway station, а 
relic from the years of colonisation. The 
Evergreen headquarters — home of the 
world's biggest container shipping com- 

any — is clad in bright green tiles, the 
same hue as its ubiquitous metal boxes. 
That is about as green as Taipei gets, for 
there is almost nothing in the centre of 
town that can properly claim to be a 
park. The only central open space is oc- 
cupied by Chiang Kai-shek's memorial, 

massive, square structure covered in 
white Italian marble topped in blue ter- 


style. A regimental barracks was de- 
molished to make way for the memorial 
and a highly disciplined ornamental gar- 

. Unlike Vietnam, Taiwan did not 
go in for embalming and pink lights for 
its founding father. Just a large brass 


* 


. tract tourists these days. With foreign 
reserves of more than US$58 billion — 
roughly the same size as those of Japan 
*— it does not need the custom. It is a 
pity that apparently so few foreigners 
pay a call, because the residents are 


nitely more so than in Hongkong. 
Taipei people are, by ethnic Chinese 
standards, easy-going thanks toa ¢li- 
;mate in which the temperature rarely 
falis below 15°C. The refreshingly 






storeys or some improbable embel- 4 


racotta and looking vaguely Korean in , 


- Taiwan makes no great effort to at- , 





friendlier than on the mainland and infi- | 







relaxed. atmosphere is helped by the | 


. fact that.the government may be au- | artery. - 


thoritarian but it is not intrusively so, in 
the way that Singapore's is. 

As long as nobody tries to overthrow 
Chiang's regime, people can do pretty 
much what they like. The authorities 
passed a law a few years back to make 
the wearing of motorcycle crash helmets 
compulsory, no minor measure on an is- 
land of 8 million motorcycles and 20 mil- 
lion people. The problem was that no- 
body took any notice of the new rule 
and the police quickly gave up trying to 
enforce it. 

Although prostitution is illegal in all 
but a couple of small designated areas in 
Taipei, nobody seems to do much to 
control the number of massage parlours 
and brothels. In proportion to the size 
of the economy, the Taiwanese sex 
industry must be at least as large as 
Bangkok's or Manila's, but in the case 
of Taipei, the Vietnam War and foreign 
visitors have made relatively little con- 
tribution to its growth. The libidinous 
locals call their sex palaces "barber 
shops." What began as a piece of hypo- 
crisy and an attempt to hide the plea- 
sures within has become a bit of a 
joke. 


E: the most casual observer will 
w notice something different about the 
rows of empty barbers' chairs in plush 
velvet in the shop out front. A single 
rotating candy-stripe sign is not re- 
garded as sufficient enticement to enter; 
there are usually half a dozen of them 
outside, surrounded by flashing col- 
oured lights and garish neons. ` 

If local colour is what you are after, 
Snake Alley should satisfy many of the 
more exotic peccadilloes. There you 


, can find a wide selection of Chinese 


potions using raw materials like deer's 
penis, monkey's head and freshly de- 
capitated turtle. The spectacle that de- 
servedly lends its name to the place is 
the collection of establishments purvey- 
ing snake blood — famed for its virility- 
promoting properties — fresh from the 
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|. tail from their cages. There are plenty of 
| such beasts to choose from: Taiwan is 


reputed to have as many types of 
poisonous snakes as Burma. Once out. 
of their cages, the executioner swings. 
the snakes round. and round before 
-smashing their heads on the ground. 


"They are then suspended from a rope. 


An assistant deftly slits the snake from 
stem to stern, lifts it by the tail and pours 
the deep red blood into a glass. The 
crimson liquid is not the only medica- 
tion to be had from a single beast. A 
smaller glass containing the: snake's 
dark-green gall appears to be even more 
sought-after. У 
The best. way to appreciate ће yin 
and the yang of Taiwanese life is to visit 
the National Palace Museum for a few 
hours before ооп to. Snake Alley, 
With its 600, artefacts, the palace | 
museum is the most important single re- 
pository of Chinese culture, and there- | 
fore one of the greatest museums in the: 
world. It contains the finest Sung porce- 
lain, the choicest imperial oe the. 
freest-flowing Chinese calligraphy and 
the most delicate silk paintings — all. 
shipped from the mainland before it fell 
to the communists in 1949. There is so. 
much of the stuff that only a fraction of 
the artworks can be shown at any one 
time. Some priceless pieces, have: not 
been shown for 40 years. EGER 
The National Palace Museum is im- 
portant to the КМТ because it is the || 
most tangible evidence of the regime's- 
claim to be the possessors of China's 
heritage. Without all that jade and lac- 
querware, there would be little to show 
for the years that Chiang Kai-shek held 
sway, however precariously; over 
China. Forty years on, there is some- 
thing slightly pathetic about the invita- 
tion to tourists to visit a five-acre park, 
half a. day's drive from. Taipei, which 
contains model-size replicas of the most 
famous palaces and pagodas to be found 
onthe mainland. ..... | 
Forced to stand on the outside look- 
ing in, the KMT cannot even advertise 
themselves abroad. Taiwan may never 
send its priceless Chinese. treasures on 
travelling exhibitions for fear оѓ 
their «sequestration. Бу. Peking. The 
КМТ тау hold captive China's soul, 
but: without а: Боду to inhaBit, the 
National Palace Museum will seem 
more апа more like a. mausoleum 
than a home for a heritage: 


Z Nigel Holloway 



















IHE MOST 


THERE ARE TWO WAYS of 
enjoying the coming Winter 


Olympic Games in Calgary, Canada. 


The hard way is to enter as a 
competitor, and for that all you 
need to be is one of the world's 
top athletes, 

The easy way is to use VISA. 

Because VISA is the only 
worldwide card that will be 
accepted at the 1988 Olympic 
Games — as you might expect 

efrom the world's most widely 
accepted name. 


WIDELY 


ACCEPTED 


Well give you 
a much easier 
way to enjoy 
theWinter 
Olympics. 


VISA 
Ecc Edd 


QLD 











МАМ 





So whether you're buying а 
down parka, tickets to the Men's 
Downhill, a dinner of grilled Coho 
salmon, or anything else at the 


Olympics, VISA will make life that 


much easier for you. 

It will also allow you to buy 
tickets in advance so you don't 
get left out in the cold. 

So take your VISA Card and 
VISA Travellers Cheques to the 
Fifteenth Winter Olympics. 

You'll be guaranteed a very 
warm welcome. 


Its everywhere you want to be. 


ELERA 


BHF-BANK Reports 


1986: ANOTHER 
SUCCESSFUL YEAR 


In 1986, BHF-BANK - Germany's Merchant Bank - further strengthened its position both domestically 
and internationally. After the outstanding achievements of recent years, the results for 1986 were 
especially impressive. Earnings were boosted substantially, the Bank increased its total assets 
to DM 137 billion, and Group assets reached DM 27.5 billion. 


mam Quality Performance ~ Profitability increased in 1986 by 30% to DM 76 million. The largest 
contribution came from the service sector where net income amounted to two-thirds of interest earned. 
Fee income grew by almost 25 *, stemming principally from brisk business in securities and under- 
writing. The volume of share trading alone increased by almost 50 % over the previous year, and almost 
tripled the 1984 figure. The partial operating result reached DM 177 million - exceeding 1985's strong 
showing by 14.6%. 


Shareholders’ Equity in DM million Total Dividend Payment in DM million 

















wan Growth and Stability - BHF-BANK increased its capital in early 1987, thus broadening its 
equity base still further. Today, the capital and reserves of BHF-BANK amount to DM 1.061 billion, 
representing 7.8% of the balance sheet total. In 1986, DM 15 million were allocated to the reserves and 
risk provisions were again strengthened. The results achieved in 1986 once more demonstrate the 
benefits of BHF-BANK's policy of maintaining growth and stability without sacrificing quality. 


saan Bonus for Shareholders - The favourable 1986 results were reflected in the decision of the Annual 
General Meeting to pay a special bonus of DM 2 per DM 50 share in addition to the dividend for the year 
of DM 12. The total dividend payout amounted to DM 55.3 million - some 30% higher than in 1985. 
Soon, BHF-BANK shares will be officially quoted on the Zurich, Basel and Geneva stock exchanges. 
For further information about 
BHF-BANK, we invite you 


to contact us for a copy B н F- B AN Germany's 


of the 1986 Annual Report. BERLINER HANDELS- UND FRANKFURTER BANK Merchant Bank 





HEAD OFFICE: Bockenheimer Landstrasse 10, D-6000 Frankfurt 1, Telephone: (069) 7180, Telex: 411 026 (general), Tetecopy: (069) 718-22 96 
BRANCHES: New York - Grand Cayman > Singapore > Tokyo SUBSIDIARIES: Luxembourg - Jersey - New York . Zurich 
REP OFFICES: Bogota · Hong Kong · Johannesburg - London - Los Angeles - Madrid - New York - Rio de Janeiro - Singapore - Tehran - Tokyo 











Want to put some charm in your charts, some punch 
_ їй your proposals, some grab in your graphs? Then get 
creative with the colourful capabilities of our FP-1530 plain 
paper copier. 


The FP-1530 can copy in black or any one of four 
optional colours: red, blue, green, and sepia. Get them all 
for maximum flexibility and effect. 

an Versatility 

The built-in zoom with six fixed enlargement/reduc- 
tion steps and 1% manual adjustment from 61% to 141% 
combines with the optional E?SII Editing System to provide 
countless copy possibilities. Designate key portions of 
an original to be reproduced in colour, then copy the rest 
in black—on the same page. Or delete confidential para- 
graphs and enlarge the remainder for emphasis. Or centre, 
transfer, edge, and trim — the final effect is up to you. 

г, n, Perf e 

The FP-1530 also helps you add punch with accom- 
modation for paper sizes Аб to A3, a fixed platen, Photo 
Mode for the reproduction of photographs, fine lines and 
half-tones, and a clean, simple control panel with inform- 
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ative displays. Its clamshell cabinet lifts open to reveal a 
rare pearl: an internal mechanism that is easy to maintain. 
Options include Automatic Document Feeder, 10-Bin 
Sorter, Paper Feed Unit, and 1,000-Sheet Cassette. 

Panasonic's dual- а 
colour FP-1530. mere 
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Get the creative fummam 
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Global investment banking 
services for today's broader 
financial needs 








Yamaichi can provide the focus 
to make sense of today's global 
markets in terms of your own 
personal or corporate financial 
needs. We offer a full range of 
financial services from broker- 
age. portfolio advice and fund 
management to innovative cor- 
porate financing, mergers and 
acquisitions. 


Let us work 
to your advantage 


With a securities and invest- 
ment banking network that 
includes memberships on the 
New York, London, Hong Kong 


Opportunity Knocks, 
‘Where Do You Go from Here? 


and Tokyo Stock Exchanges. 
Yamaichi is actively meeting 
the many and varied needs 
of our customers on major 

markets worldwide. 


Fund raising and 
investment in Japan 


In our long experience in cor- 
porate finance, Yamaichi has 





Financial strength where you need it 


YAMAICHI 


YAMAICHI SECURITIES CO., LTD. 
Yamaichi International (H.K.) Limited. 12th Floor. Hutchison House. Central. Hong Kong Telex: 73747 Tel: 5-248014 


= їатаспоирпыссзыкю чыз eee e gemi i аа i RE аннан аа 
. Singapore. Sydney. Melbourne. Seoul, Beijing. New York. Los Angeles, Chicago. Montreal. London, Amsterdam. 
Frankfurt/Main. Zurich, Geneva. Paris. Bahrain, Milano 


done business with nearly all 

of Japan's leading companies. 
The result has been a singular 
in-depth knowledge of Japanese 
industry that can be particularly 
useful if you are seeking new 
sources of funds, investment 
advice, and business tie-up or 
M&A assistance. 


24-hour information service 


Our comprehensive TIS ordine 
information processing system 
can be your source for timely, 
in-depth financial information 
from world markets. It can also 
bring you valuable analyses 
from the Yamaichi Research 
Institute. 

To find out more, drop by 
any Yamaichi office. 
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Since 1897 
Growing with the times 
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Samsung training---A SURE THING 


They say that creativity is 10% inspiration and 90% 
perspiration, 
Training...shaping up for the big game or the job 
at hand...also takes both. Samsung has put a lot of 
effort into R&D to develop 
high-tech, state-of-the-art 
consumer electronics products 
that will give you 100% in total 
performance, 
In the vivid picture quality 


of Samsung's color TV and VCRs, 


you'll get more than just what 
meets the eye, and our audio 
systems will astound you with their rich, vital sound. 


Samsung s dependable and affordable electronic home 
appliances have made fans all over the world. 

These are just some of the reasons why we were 
selected as suppliers 
of consumer 
electronics for the 
recent Asian Games 
and for the commu- 
nications network of the 1988 Seoul Olympic Games. 

So. GO SAMSUNG, and join the rest of our fans. 
They know and you'll find out that, when it comes to 
high performance, Samsung is the name of the game. 


SAMSUNG 
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DEVOTED TO 
THE ART OF SERVICE 


When everything is just as it should 
be, a hotel is much more thana place to 
stay. It isa place with a pleasant natural 
setting, an array of finely appointed 
facilities, and a devoted staff. If a hotel 
has all these, it can be a work of art. And 
its staff isa team of artists that make it 
shine. 

There are a few hotels like this in 
Korea, and the latest to attract atten- 
tion is the new Paradise Beach in the 
southern port city of Pusan. It's setting 





PARADIS E BEACH 


Haeundae P.O. Box 45, Pusan,Korea Tel (051)742-2121 


Tix PARABH KS2145 Fax (051)742 -210€ 


is a seaside hotspring resort. It's facili- 
ties include extra-spacious rooms. 
the town's only Vegas-style casino, 
8 spots for wining and dining, plus 
plenty of choices for entertainment and 
recreation. 

And to make it all shine, the hotel has 
a devoted staff of 800 people who spe- 
cialize in the fine points of service and 
hospitality. They're the artists who 
make the Paradise Beach a true work of 
art for enjoyment any time! 
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. Hamish McDonald's Power to the na- 
tives [28 May]. provided considerable 
valuable information on the current 
situation in Fiji, but his characterisation 
of the coup as “tace-motivated” over- 
simplifies events in a potentially danger- 
ous way. 


What happened in Suva is by no | 


means a simple case of ethnic conflict. 
Fiji Indians as a group had not gained 
any more seats in the Legislative Coun- 
cil in the April election than they 
have had previously; the number of rep- 
resentatives from each ethnic group is 
permanently fixed by the constitution 
which Col Sitiveni Rabuka wishes to re- 
write. 

What did change in the election 
which led to the attempted coup is that 
no Fijians of high chiefly status ended 
up in the coalition government. In a na- 
tion in which many ethnic Fijians iden: 
tify stability and social order with a still 

uite vital chiefly system, not only 
those chiefs who lost majority power 
but also a good number of their con- 
stituents found this change quite 
threatening. 

It was the change in how numerous 
urban Fijians voted — not in the voting 
of Fiji Indians — that led to the critical 
shifts in power. The alacrity with which 
members of the Great Council of Chiefs 








Complexities ofthe coup 


have supported Rabuka suggests a 
stronger concern for their own continu- 
ing power and prestige than for the well- 
being of Fiji. 

To define the issue publicly as one of 
ethnic struggle is to obscure the very 
real challenges to the chiefly system 
which the increasing participation 
of Fijians in the urban cash economy 
and the current 10% unemployment 
rate pose. 

Such an ethnic rhetoric denies the 
very real and widespread goodwill 
among Fijians and Fiji Indians, who 
work together in many of the important 
institutions of Fiji society — in the civil 
service and police, in tourism, in the 
sugar industry, in short, everywhere 
but in the army. The ethnic idiom also 
rejects more than a century of a shared 
and largely cooperative historical 
experience. Finally, it insults the 
loyalty and open-mindedness of Fiji In- 
dians, for whom Fiji is both home and 
nation. 

The present constitution of Fiji rec- 
ognises the rights of all its peoples while 
also acknowledging the special role of 


Fijians themselves; the balance it repre- | 


sents is one endorseti by the great 
majority of Fiji citizens. The land ten- 
ure system insures the centrality of Fi- 
jian ownership. Some 84% of the land 











in Fiji is owned, inalienably, by Fijian 
kin groups; the many Fiji Indian farm- 
ers are tenants. Fiji has recognised 
ethnic difference without being a racist 
society. 

The real danger in the present si- 
tuation is that what is now being 
used as a stalking horse for covert politi- 
cal ends may indeed become the real 
issue. 

Claremont, California 


Attribution denied 


“Singaporean” in a letter entitled Sad 
commentary [11 June], attributed 
this to me: “Do not draw any conclu- 
sions or make any comments on the 
domestic political scene [perhaps 
even the domestic economic scene] be- 
cause our dumb citizenry will accept it 
as Gospel truth and become recalcit- 
rant." I have not written any letter from 
which such a statement can be quoted or 
derived. 

My fellow citizens, whether English- 
speaking or non English-speaking, can 
draw their own conclusions, provided 
they are given the facts. The problem 
with the foreign press, like the REVIEW 
or the Asian Wall Street Journal, is that 
all too often their facts have been selec- 
tive, or coloured, and from time to time 
simply wrong. James Fu Chiao Sian 
Singapore Press Secretary to PM 


Donald Brenneis 

















Word of caution . 


Congratulations to Suhaini Aznam for 
The Dayak awakening [30 Apr.]. The 
article was fair and objective and I am 
sure was well received by the vast 
majority of Sarawakians. However, a 
word of caution: Aznam should take 
more care when apportioning percent- 
ages to the various ethnic groups as well 
as being careful in distinguishing be- 
tween public and private economic 
power. 


Rickmansworth, England Roy Bruton 


Zone of contention 


The REVIEW's 14 May edition includes 
an advertisement for Pakistan's Karachi 
Export Processing Zone offering “In- 
centives" in the form of “Liberal 
Labour Laws (Unions and Strikes Pro- 
hibited)." Surely this represents a mis- 
nomer. “Authoritarian Labour Laws" 
may be a better way of describing them. 
Or “Exploitative Labour Laws.” Hardly 
an appropriate “incentive.” 

Ottawa Martin Rudner 


Cross calculations 


The reference in Interests of the few [28 
May] by John Mulcahy, to the sale and 
subscription by me in respect of the 
shares in Chung Wah Shipbuilding & 
Engineering Co. Ltd is untrue and 
grossly misleading. 


"s 


The subscription price is based solely 








on the sale price of the shares net of ex- 
penses and adjusted to take into ac- 
count that the newly issued shares will 
not be entitled to any final dividends in 
respect of the financial year ended 31 
March 1987. The subscription price per 
share is therefore about 5% below the 
sale price. This was stated clearly in the 
press announcements to the public pub- 
lished in major newspapers in Hong- 
kong on 29 April 1987. 

The intentions of the transactions 
were purely to widen the shareholder 


base of and to obtain additional long- | 
term working capital for Chung Wah. | 


The sale to an unnamed institutional in- 
vestor is a business transaction concluded 
on an arms length basis taking into con- 
sideration the volume of the purchase. 

I categorically deny that I have de- 
rived any profits from the sale and sub- 
scription of such shares. In fact, in order 
to facilitate the arrangement, I have 
personally undertaken to Chung Wah 
that I shall not dispose of the newly is- 
sued shares so subscribed for a period of 
six months or until after the record date 
for the final dividends for the year 


ended 31 March 1987, whichever is the 


later. 


Please rectify this error so that the | 


Chung Wah placement will not be refer- 
red to as “an extreme example of the ex- 
tent to which the spirit of the 10% man- 
date сап be abused." ^ wong Wah Sang 
Chairman 

Chung Wah Shipbuilding & 


Hongkong Engineering Co. Ltd 
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e John Mulcahy replies: By my calcula- 
tions, Chung Wah's issue/placement of: 
new shares to the chairman у 
gross discount of 5.5% to the price at 
which he had sold a like’ number of 
shares to Capitalcórp. There is no basis. 
for the new shares, issued well after the 
year-end, to be entitled to a final di- 
vidend for that year. By the company's 
own admission, the Chairman has re- 
ccived the final dividend, indeed before 
other shareholders, in respect of the 
shares he sold. 

If the chairman made no profit on this 
transaction, the question must be whe- 
ther the cost of the transaction was the 
least expensive method available. 
Minority shareholders would be in- 
terested in knowing not only why it was 
in their interests that new shares in the 
company were sold at such a discount to 
the market, but the basis on which ex- 
penses, amounting to 5.5%, if that is the 
case, were calculated, when brokerage is 
commonly 0.5%. 

From a market price of HK$1.60 


(20 US cents) a share, the chairman is- 


sued 17.4 million shares at a price of 
HK$1.50 each, or a discount of 6.25%. 
As this transaction was completed on a 
willing buyer/willing seller basis, it has 
no relevance in determining the justifica- 
tion or otherwise of the discount at which 
the company (rather than the controlling 
shareholder) issued shares. In other 
words, we could argue that the discount 
for the chairman in the later transaction 
— at a price of HK$1.4176 — was 11.4% 





That's The Kowloon Hotel's 


Business Logic. 





You need to be inthe heart service and innovative 
of the action, yet only technology in your quest 
minutes away from your room. 
business appointments and And that's The Peninsula 
the Golden Mile strip of Group. 

Nathan Road. Ч 
Summier Discount: 

At the same time, уои мапі — ;5o, off from July 1 to August 
your trip to Hong Kong to be 31, 1987. F 
cost-effective. Not expensive. 

Together this makes up 
The Kowloon Hotel's 
Business Logic. 


Of course, behind all the 
corrforts of a first class 
business hotel, you also get 
world-renowned standards of 





A Fleet of Products 
that Work 
and Work 
and Work. 


People around the world may know only 
some of our products in aviation, space and 
information systems. But all who use them 
know that our products deliver solid value— 
that McDonnell Douglas products work and 
work and work 

When Hong Kong financiers called for an 
information system, we answered with one 
that makes them a part of a worldwide 
communications network that has remarkable 
speed and accuracy. 

In Korea, our DC-10 and MD-80 jetliners 
are helping carry people and commerce, and 
our MD-IIs have been selected for the future. 
In turn, Koreans are helping us build 
helicopters for use in business in free nations 
around the world. 

When China asked for a fuel-efficient, 
reliable airliner, we delivered the MD-80 
—and helped set up a factory to assemble 
MD-80s for China in China. 

When Mexican satellites needed a boost, 
we sent those satellites into space with our 
denéndable Delta rockets and PAM boosters 





together on the world's most sophisticated 
aircraft. In Australia, our Vitek medical 
diagnostic systems based on space research 
are finding infections three times faster 
Australian, along with Canadian and Spanish 
workers, help McDonnell Douglas build 
F/A18 Hornet fighters 

Wherever aviation, space, information or 
healthcare systems are needed, industries 
and nations count on McDonnell Douglas 
to put the right package of products into a 
business agreement beneficial to everyone 
And along with new technology and 
commerce, we deliver solid value— products 
that work and work and work. 


MCDONNELL DOUGLAS 
Military and Commercial Aircraft • Spacecraft and 
Missile Systems - Information Systems - e 
Healthcare Systems - Helicopters 
























































e facts made avail- 
company has given 
airman did not per- 
he exercise, and 


| purpose of the item KL- 
ripoli link | TELLIGENCE, 28 May]? 
| g wrong i in Libya 
playing a role in the South Pacific. Asa 
uslim country, if it is true to Islam, 
| "Libya should stand up for the rights of 
“the oppressed whoever they are and 
wherever they may be. 
_,, No one can deny that the Kanaks of 
New Caledonia аге oppressed: their 
homeland has been taken over by 
aliens. Australia's Labor Party has re- 
neged on its electoral promises to 
aborigines and the French are still 
carrying out atomic-bomb tests in the 
region. 
“Many others in the region are op- 
pressed. Examples include: the Rohin- 


the Philippines. — the new govern- 
ment, like Marcos, has no intention of 
E! implementi g the Tripoli Agreement 
which would bring à just solution to 
е 450- oe struggle of the Moros 
— and the Muslim Malays living in Pa- 
tani, Thailand, who have been denied 
their right of self-determination and 
“made a minority in their homeland. 
«Fhe Labor Party — which for many 
years had a progressive policy — has be- 
-| come subservient to American and 
|. Zionist imperialism. Perhaps its leader, 
iBob Hawke is worried that the CIA 
might.do a "Whitlam" on him if he 
stands up to the US. 
But this is besides the point. The arti- 
cle makes some snide insinuation about 








the proximity of the Libyan People's: 


Bureau to the North Korean and Soviet 

embassies. Furthermore, I atténd al- 

most all Islamic functions in Kuala 
1 Lumpur, and representatives of the Lib- 
_ | yan bureau are invariably present. This 
. {makes the comment which appeared in 
ће article that the diplomats are rare- 
ly seen at official functions simply un- 
true. 
In my dealings with the Libyans, 1 
have found them very proper and cor- 
5[. rect. The French bombed the Rainbow 
“| Warrior, the Americans tried to murder 
! ин leader Моаттег Gaddafi by 












does your коне vat not talk 
about the danger of Israeli-Zionist 


penetration in the region? 


HJ Fadlullah Wilmot 

} Regional islamic Dawah 
Council of Southeast Asia 
отапа the Pacific 





| Kuala Lumpur 








magazine ап invaluable source of in- 


sult, for example, by the fact that 





‘thing, and in dollars, its aid rises 70% in 
-gya of Arakan Burma; the Muslims in. 


‘address these points at all. 





, what is good from the West; take what is 
“good from the East, communist or not, 





Many more Singaporeans: У 
what safeguards are there' a 
` abandonment or rfon-adoption of W 
ern procedures and systems eve 
these are good and essential for a dem 
cratic system? 

There is already overwhelming 
dence that the Singapore Governmen 
tinkers with the system without consid 
ering the wishes of the people. i 

Witness the intended positioning 
the prime minister as a presiden 
executive powers; the threat toal 

“one man, one vote” system; 
markable lack of sufficiently det 
government accounting for CPF 
HDB accounts; the shoddy treatme 
opposition members of parliament; t 
rushing through of a law to silence | 
position in parliament through * 
of privileges" rules which effect 
renders elected opposition members 
able to detention without trialand 
‘out access to legal council; the dis gra 
ful handling of the Second Readin 
the Press Bill (really an па ж. 
quisition of the Law Society for it: 
comment); the ban on any organi 
from making comments perc 
contain a political implication; th 
bearing repression of the loca 
and of late, the restrictions on 
foreign media. And so on. Cm 

At the moment we have a: Ба 
British constitutional system a 
undergoing rapid qualification a 
‘change by the government. It was: 
tem which allowed the PAP to ach 
political dominance and rule; Th 
fundamental system served: the nz 
well over the crucial decades of 
economic growth: Tt.was à syste 
allowed the people to trust the g 
ment because of its in-built safegi 
The electorate could always choose. 
alternative. Singapore, after all is 
short of.capable people. 

- So, why the drastic changes 
answer is only too clear; The chan: 
are aimedat preventing a change of go 
etnment at all cost. 

Please use my pseudonym. .:: 
Singapore. ‘Apprehensive Singa 


| Missed absurdity | 


I, too; lament that Tom Lehrer i 
longer on the scene to give just the ri 
words to our absurdity [TRAVELLE 
TALES, 2 Apr.]. Perhaps the most:p 
scient of his songs, though, was the o 
sung in 1965, that started: 
Hollywood's often tried to mix 
show business with politics, 
from Helen Gahagan, to... 
Reagan. 
New Haven 


AS a studelit . in Ja an 1 find your 

















formation whichis not easily obtained 
elsewhere. Furthermore, it is refreshing 
to see that your writers are allow- 
ed to express their opinions, which the 
American magazines do not seem to- 
allow. 

I was very disappointed, though, in 
Anthony Rowley’ s treatment [7 May], 
of Japan’s “new” aid programme, as 
I think the story is very mislead- 
in 
The article states that Japan will 
raise its total overseas develop- 
ment assistance by some US$30. bil- 
lion. This could be a public-relations 
gimmick. ^ 

How much of this increase will re- 
































the yen has appreciated by about 70% 
against the US dollar in the past two 
years? 

It could be true that international 
currency markets.have made Japan that 
much more generous. Japan can do.no- 














non-Japan value. 

So we must ask: is Japan really 
being more generous towards poor 
nations? Is. Japan's overseas aid going 
to increase as & percentage of Japan's 
GNP? 

In other words, has Japanidecided to ` 
sacrifice more in order to give more? 1 
really wonder, and your article does not 












I would think that the Japanese Gov- 
ernment is very happy with articles such 
as these, but if Japan can pull the wool 
so completely over the eyes of special- 
ists such as yourselves; then God help 
everybody езе. 7 
Tokyo 

















` Peter Knight 









Change for no change 


Seah Chiang Nee [THE 5TH COLUMN, 
21 May] makes an interesting attempt to 
"analyse" the Singapore political and 
ideological system. One, however, can- 
not but suspect that even he has sensed 
the recoil by a growing number of ‘a- 
political and antipathic Singaporeans' 
against the systematic assaults on the 
fundamental democratic objectives 
which remain (on paper at any rate) in 
the Singapore Constitution. One also 
finds it difficult to treat his article аѕ 
anything much more than an apologia. 
Seah asks: "What is Singapore's 
ideology today?" and proceeds to an-. 
swer the question by stating: "It allows 
for Western-type general elections to 
choose the government. It is non-com- 
munist, it is capitalist, it is generally 
Western orientated.” He adds: “Take 

















































Pseudonyms are accepted, but letters 
tended |. for publication їп these colum 
must bear the writer s signature and addres 






or from whoever. Reject those ideas 
that are harmful or irrelevant That is 
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interludes should be. 


Even though Singapore Changi 
Airport offers you some of the 
fastest and most convenient 
onnections in Asia, we know 
any transit stop costs you 
time. We therefore go out of our 
way to make your stay, here as 
pleasurable and as useful as 
- possible. By offering you the 
choice of over 40 shops to buy a 
wide range of items — from 
souvenirs to jewellery, from 
cameras to candies at bargain 
prices. Or 9 restaurants serving 
delicacies to please every 
. palate. Or a business centre, a 
. nursery, and day rooms (6-hour 
rates). Of course we also 
balance the 
pressures «= 
and hectic pace of jet-age 
travel with cool, calm and 
courteous efficiency to 
. help you get on with your 
_ journey. That's how we treat all 
. our 10 million visitors a year. - 
After all, according to the 
Business Traveller Magazine, 
we're the best airport in Asia. 





SIN j PORE CHANGI 




















| TWO CHEERS _ 
| FOR THAILAND 


_ front runner. Pages 68-74. 

















rman: Roh’s nomination to suc- 
ceed President Chun sparks the worst 
violence Seoul has seen in seven 
years. _ 
.| Page20 | 
1 The Australian opposition unveils an 
i election package that includes tax 
1 cuts, but the Labor government ap- 
‚| pears headed for a victory in the July 
elections. 


Page 23 н 
India gets a mixed domestic апа ге- 
. gional reaction to its airlift of supplies 


to the Jaffna peninsula. 


Page 24 

Pakistan's plans to buy Awacs aircraft 
| from the US are stymied as Washing- 

-ton offers a less sophisticated version 
on lease. 


Page 31 | 

idowners in the Philippines pro- 
‘vince of Negros Occidental demon- 
j| strate against Aquino's land-reform 
| programme. 


Раде 32 











- |> The Mongolian media remains tightly 
| controlled despite official calls for 


|| more openness about .bureaucratic 
uu Shoricomings. 


| Fiji Governor-General Ganilau pro- 
poses a way of boosting Fijian political 


power before a return to parliamen- . 


ne ald morions: ; 








rana. Asean's star economic performer over the past 
five years, has overcome a bout of self-doubt and 
seems set to maintain a strong, if less Surprising, perform- 
ance over the next five years. A surge in manufactured ex- 
|| ports, aided by the devaluation of the baht in 1984 and sus- 
|| tained by the currency's further decline in tandem with the 
j US dollar, carried the country through a period when the 
prices of its key commodity exports slumped. Now an in- 
flow of Japanese manufacturing investment, seeking the 
low-cost production that Thailand offers, has convinced 
some people that the country is on the verge of a golden 
age f growth. The reality is more complex, writes deputy editor Philip Bow- 
ing, as he examines the factors that have turned Asean's dark horse into its 
Cover photograph by Osbert Lam. 


Page 55 


Singapore has imposed new bank li- 


quid-asset requirements and may 
allow workers to invest pension sav- 
ings in government securities in an at- 


{ | tempt to boost activity in its reborn 


bond market. 

Page 56 

A surge in China's birth rate, as peas- 
ant couples. increasingly i ignore fami- 
ly-planning guidelines in the wake of 
rural reforms, may hinder Peking's at- 
tempts to implement its economic 
Strategies. 


Page 58 i | 
Malaysia’s Public Bank is seeking 
control of suspended deposit-taking 
cooperative’: KSM in a move which 
would give it a 30% stake in ailing 
Multi-Purpose Holdings. 


Pages 61-62 
Japanese initiatives aimed at restor- 
ing balance to the world economy and 
helping the Third World dominated 
the Venice Summit of leading indus- 
trial nations. 


Page 67 
India, set to replace Japan as the 
world's second-largest silk producer, 


‚ is striving to improve the quality of its 


products for export markets. 


Page 79 

India's crackdown on illegally ac- 
cumulated 'black money' is crippling 
business transactions and threaten- 
ing to tip the economy into recession. 


Pages 80-85 
investment decisions looked dis- 
tinctly trickier over the past month as 
gold prices fell, the US dollar 
stabilised and the world's stockmar- 
kets showed conflicting © trends. 
Where To Put. Your Money looks at 
options for investors, 
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tudents ended a five-day 
boycott of classes at Peking’s 


and Banking on 10 June after 
Vice-Mayor Zhang  Baifa 
mised that a cigarette fac- 
tory built on the campus durin ng 
the Cultural Revolution woul 

removed before the end of 
the year. The factory had 
agreed in 1984 to quit the cam- 
us by 30 June this year. The 
oycott, which began when it 
came clear that the deadline 
uld not be met, was the first 
udent protest since those. of 
lovember and December 1986. 

The boycott involved 600 
students, the People’s Daily 
id оп 17 June, but foreign 
ss reports suggested twice 






































— Robert Delfs 


Taiwan's opposition Democra- 
ic Progressive Party (DPP) on 
10 June launched three days of 
protests against the proposed 
National Security Law, which 
the ruling Kuomintang has said 
jill replace martial law. The 
imax of the demonstrations 
e on 12 June, when some 
2,000 DPP supporters gather- 
ed at the Legislative Yuan 
in Taipei, where they were 
confronted by about 100 mem- 
bers of the rightwing Anti- 
communist Patriotic Front 
APF). 

Minor incidents of violence 
resulted when APF members 
‘broke through police lines 
“separating the two groups and 
¿attacked = oppositionists and 
journalists covering the event. 
Several DPP supporters, right- 
ists and police received minor 


‘A group of 12 leaders of vari- 
ous Sarawak native groups 
have held a series of press con- 
¿ferences and public meetings in 
Malaysia's capital, Kuala Lum- 
:pur, demanding an end to com- 
mercial logging of their tradi- 
tional forest habitat. Chiefs 
and representatives of the 
Penan, Iban and Murut tribes 
denounced the granting of log- 
ging concessions in their hunt- 
ing grounds and stated their de- 
termination. to continue man- 
ning. barricades. of roads lead- 


| ing into the forest, which have 


‘entral Institute of Finance: 


many may һауе been in-: 











brought logging to a standstill 
in some areas. 

A public forum held on 14 
June supported a resolution 
calling for the government to 
recognise the tribes’ rights to 
the land, and the Malaysian Is- 
lamic Youth Movément came 
out in support of the group. 
However, the native leaders 
are still attempting to meet the 
king and prime minister to 
press their demands. 

— Nick Seaward 


Deng says he will 

resign some posts 

Chinese leader Deng Xiaoping 
confirmed his intention to re- 
tire from most of his present 
posts at the 13th National Party 
Congress, expected to be held 
this. September or October. 
Deng told Junya Yano, secret- 
ary-general of Japan's Kome- 
ito opposition party on 4 























Deng: less work. т 


Е; 





June that he would retire from 
all but one of the party posi- 
tions he now holds. Deng is a 
member of the 20-man polit- 
buro and its five-man standing 
committee, chairman of the 
Central Military Commission 
and the Central Advisory 
Commission, a special organ 
set up to absorb semi-retired 
senior cadres. 

Deng was more specific in a 
meeting with Yugoslav com- 
munist leader Stefan Korosec 
on 12 June. "I have decided to 
reduce my work by half and 
not to remain in the politburo 
and its standing body," Deng 
told Korosec. — Robert Delfs 










CORRECTION 


In the COVER STORY on South 
Korea [4 June] we referred to 
Roh Tae Woo's position during 
the Kwangju uprising (May 
1980) as head ot the Defence 
Security Command. In fact 
Roh was commander of the 
Capital Defence Command at 
that time. 






























Following strong public pro- 
Govern: 


tests, the Pakistan 
ment has revised its 1987-88 
budget proposals, withdrawing 
new taxes worth Rs 15 billion 


(US$867 million) just a week 


after the Mri des was presented 
(REVIEW, 18 June) 


Prime Minister Mohammad 
Khan Junejo announced thata, 


proposed defence tax surcharge 
on income and corporate tax, 
originally expected to yield Rs 
11.38 billion, was completely 


withdrawn as were proposed | 


levies on some petroleum pro- 


ducts, domestic electricity and . 


some imports. An export duty 
on cotton yarn and a travelling 


accepted a 





imillión hires to foreign invest- 
s, after the airline’s articles 


аге amended at an August 


extraordinary meeting to raise 
permissible foreign ownership 
to25% from 20%. 

Е gU Pn n Mulcahy 


A former. head of Barclays 


Asia, the Hongkong subsidiary 
-of Britain's Barclays Bank, was 


idon with having 
payment from 
former Carrian- group boss.. 


charged in 











George Tan as a reward for 
business | 
Tur 


favours. Stewart 
r, who left Hongkong in 
1982, was alleged to fave re- 
ceived 662,000 shares in Car- 
rian Investments from Tan. 






Barclays. was the third-largest 
lender to the кыре Сагпап 


-— Philip Bowring 





tax for foreign travellers were | о. Km 


introduced in lieu of the with- 
drawn taxes. 


The revised budget slashes 
current expenditure by Rs 5.1. 
billion and development. ex- 


penditure by another Rs 5 bil- 


lich. The government hopes to 


raise Rs 6 billion by plugging 
tax evasion and withdrawing 
tariff reliefs announced in the 
budget. — Husain Haqqani 


Malaysia foresees 
current-account surplus 
Malaysian central bank gover- 
nor Tan Sri Datuk Jaffar Hus- 


‘sein announced on 10 June that 


higher commodity and petro- 
leum prices would push the 
country's 1987 current account 
into surplus the first 
achieved by. Malaysia .since 
1980. This compares witha de- 
ficit of M$1.2 billion (US$480 
million) for 1986 and a deficit 
forecast for 1987 of M$567 mil- 
lion. Jaffar also said there has 


been an effective increase in | 
the central bank's external re-.. 


serves of M$3.5 billion in the 
ne -May period. Since Oc- 
tober last year, when capital 


started to flow back into. the | 


country, the central bank has 
purchased foreign exchange 
equivalent to M$6.1 billion. 

~~ Nick Seaward 


Singapore Airlines 
float increased 


Singapore Airlines? 





Temasek Holdings, is offering 
another 30 million of the flag 
carrier's shares for subscriptio 
by local investors, at a price of. 
S$13 (US$6.13) each. Th 
offer closes on 24 June, and will: 
be followed by the issue of. 30 




























control 


ling shareholder, state-held | expansion of 








hits China's 
grain harvesttargets - ET 
China's grain harvest will Prot: 5 
ably fall short of its targeted 
405. million tonnes and might 
not meet last ycar's level of 390 





million tonnes, Chinese press |. 


reports said the summer grain 


crop will come in at roughly last B 


year’s level of 93.2 million ton- 
nes because of widespread 

floods and drought in the 
north, northwest and south- 
west, The droughts have re- 
sulted in a reduction of about 
200,000 ha of sown acreage and 
stunted sprouting. 

‘According to Vice-Minister 
of Agriculture Chen Yaobang, 
long-range weather forecasts 
indicate that more drought and 
flooding are likely: The coun- 
try will have to surpass n 
year's autumn harvest by 1 
million tonnes to fulfil the 1087 
target, an unlikely possibility. 

~~ Ellen Salem 


Japan shows. strong 
January-March growth 
Japan's economy grew by only 
2.6% in real terms in fiscal 1986 
(ended March 1987). How- 


ever, growth during the final 
January-March quarter, when 


GNP expánded at an annual 
rate of 4.9%, was the fastest in 
nearly two years, The Econo- 
mic Planning Agency (EAP) 
attributed the strong perforfn- 
ance in the last quarter to the 


n» tsonal con- 
sumption and a larger external 
The external sector 


tthe domestic econ- | 
ow thought. to have |. 
Botton out. Charles Smith 










































new row between the US and 
“China may erupt over the State 
.| Department Authorisation Bill, due 
| to be passed this month by the House 
of Representatives. An amendment 
attached to the bill condemns 

cupation” of Tibet, 
continued human-rights violations 
nd the “imm on of millions of 

inese on to the Tibetan plateau." 
e bill would require the State 
Department to submit within 60 days 
report on the human rights and 
population transfer situation in Tibet. 


COUNTERFEITING CONCERN 


Western European companies are 
"increasingly disturbed by the 
apparently enormous scale of 
demark counterfeiting in 
ailand. Involving famous 















| and Gucci, a large portion of the 
4 counterfeited products is understood 
-| to be destined for export markets i in 
_ Asia, the Mi le 






put dincident last year, London- 
based Alfred Dunhill Ltd started 
legal action against a go-go bar using 


| entertainment strip. The case was 
| subsequently settled out of court: 


| STAYING POWERS 


. Singapore's Ambassador to Bangkok 
Chi Owyang, who will turn 90in — 
November, is having to show his 
staying power in more ways than 
one. Having been ambassador since , 









randnames such as Lacoste, Cartier | 





| the same name on Bangkok’s Patpong . 





the early 1970s, he is the long- 
standing dean of the Bangkok 
diplomatic corps — and there lies the 
rub. Chi is known to have wanted to 
retire for some time, but if he goes he 
will be succeeded as dean by 
Khamphan Simmalavong, the 
ambassador from Thailand's 
communist neighbour, Laos. The 
outspoken Khamphani is not the Thai 
Government's favourite foreign 
envoy, having occasionally 
embarrassed the Thais diplomatically 
inthe past during continuing attempts 
to improve delicate relations between 
the two countries. So the Thai 
Foreign Ministry has been quietly 
hoping that Chi will outstay his Lao 
counterpart, and so far the envoy 
from one of Thailand's closest Asean 
partners has obliged. 


VANUATU'S VERDICT? 


The government 
of Prime Minister 
., Vanuatu Walter 
Lini is likely to 
announce a de- 





27 June congress 
of the ruling 
Vanua'aku Party 
on whether or not 
Libya will be 
permitted toopen 
a People’ s Bureau in Port Vila. The 
move follows the return on 18 June of 
Vanuatu’s foreign minister from 
Australia, where he was briefed on 
the substance of Canberra’s charges 
that the Libyans had been involved in 
arms-smuggling in the Pacific. 





cision after the 21-- 
: be tabled before the UN General 














RISING RESENTMENT 


US Embassy officials in Seoul may 
have to re-think earlier assessments 
that the level of anti-Americanism in 
the South Korean dissident 
movement is dropping, despite the © 
more concerted efforts they have 
been making this year to explain 
Washington’s position. Althoug 
there have been only isolated 
incidents of Americans being 
abused, moderate campus elem 
say that events over the past few 
weeks have shown that anti-US © 
sentiment is just asstrong.and has 1 
fact been growing, with student: 
activists linking so-called US 
imperialism to rhetoric cond 
President Chun Doo Hwan 
government. 


DEVELOPMENT STA 


Burma's application for the UDN 
status of a least- -developed ш 
(LDC) has come faster th: 
originally anticipated and has _ 
received the initial green light | 
committee under the UN’s Econot 
and Social Council. The matter 






















































Assembly for a final approval later - 
this year. This appears almost. : 
definite in light of support from .. 
Japan and West Germany — Burm 
two largest creditor countries. The 
LDC status will accord various reli 
measures for the country’s small ^ 
but burgeoning external debt 
(estimated at US$3.7 billion at 
end-1985) — a much needed rem 
in view of its deteriorating economic 
conditions. 














































: Anti-government uerillas shot down a 
- passenger aircraft killing 53 people aboard, 
t e ош cial Kabul Radio said (17 June). 









‘Premier Zhao Ziyang arrived in Czecho- 
ү slovakia ofivan official visit (/7 June), In- 
dian Foreign Minister №. .D. Tiwari held 
| e with Chinese leaders in Peking (/4 
une 





-| Governor-General ‘Sir Penaia Ganilau 
` | announced plans for two general elections in 
a move to restore democracy (17 June). 






14 people. were killed when Sikh 

: ired at guests during a child's birth- 

day party and at е -night strollers in subur- 

ban Delhi (/4 Ju. shops remained closed 

in New Delhi in protest against the massacre 
1:5 June). : Bor 





LIPPINES 
US Secretary of State George Shultz ar- 
rived on an official visit (16 June). 


"Two Catholic priests who were sus- 
pended from preaching following govern- 
ment allegations of a communist conspiracy 
left Singapore (// June). The Asean foreign 
ministers’ meeting opened (/5 June). 


SOUTH KOREA | 

Roh Tae Woo was chosen to succeed Pre- 
sident Chun Doo Hwan when the latter steps 
down next year. More than 2,000 people 
were detained following anti-government 
protests across the country (10 June). Riot 
police clashed with several thousand protest- 
ers outside a Catholic cathedral in Seoul (77 
June). Hundreds of students were holed up 
in the precincts of the cathedral surrounded 
by a huge force of riot police who меге 
threatening to storm them (/2 June), The 
police. encircling the cathedral suddenly 


` SRI LANKA 





| fensive (14 June)... | 


withdrew and priests told the students th 
they were free to go (4 June), Students 
throwing firebombs battled with police in at 
least seven South Korean cities (75 Ju 
Students lobbed hundreds of firebombs ; 
riot police as anti-government protests coi 
tinued around the country (/6 June). 






















The army completed operations against 
Tamil separatist rebels on the north 
Jaffna peninsula and the governmen 
ready for peace talks on the ethnic conflict, 
was reported (/0 June). Thirty-four peopl 
were killed when Tamil rebels. detonat 
buried explosives in separate attacks: i 
northern and-eastern Sri Lanka (1/ June). Sri: 
Lanka and India agreed to hold further talks. 
on New Delhi's offer to send food aid t 
Tamils in the Jaffna peninsula, the Foreig 
Ministry said (12 June). Sri Lanka release 
more than 1,000 people detained as su: 
pected guerillas during the recent military öf- 














































|. * Roh’s nomination to succeed Chun sparks violence 






























_ вулоһп McBeth in Seoul 
| [t was to have been ruling Democratic 
| BJustice Party (DJP) chairman Roh 
| Tae Woo's day of triumph — his nomi- 
| nation by an overwhelming vote as the 
i ntial successor to President Chun 
Doo Hwan. Instead, his nomination 
triggered the worst disturbances in 
downtown Seoul in seven years, as rock- 
| hurling student demonstrators fought 
| pitched street battles with police — and 
| then kept the political situation on the 
| boil by turning a mid-city Roman 
| Catholic cathedral into a symbolic focal 
| point of protest. 
| jured by teargas cannisters, rocks and 
| Molotov cocktails in the clashes, which 
| erupted only hours after the DJP's 10 
. June convention and flared sporadically 
| for days, with riot police struggling to 
| restore order and unnamed officials 
warning darkly of possible emergency 
| measures. Моге than 6,000 people were 
apprehended during clashes in Seoul 
| and other cities across the country, but 
| authorities had released all but 220 as 
e REVIEW went to press. 
_ Disturbances continued on Seoul 
university campuses a week after the 
riginal outbreak and, with running bat- 
| tles still being reported in a number of 
| provincial cities, it was difficult to deter- 
| mine whether the worst was over or 
| whether some unwise government ac- 
| tion might spark off a new round of vio- 
| lence. Intelligence sources claimed mar- 
| tial law had not been seriously consi- 
| dered because of the damage it would 
| do to the country’s international image. 
| They said one option might have been 
| to close the country's universities, 
| which are due to go into their summer 
| recess at the end of this month. 
| . The virtual siege of Mypogiong 
| А Cathedral, the spiritual centre for Sout 
| Korea’s 1.6 million Roman Catholics, 
. did not end until 15 June when police — 
| іп an unusual move — agreed not to ar- 
| rest 200 activists inside. The activists, in 
| turn, decided by a narrow vote to aban- 
| don their sit-in. Thousands of citizens 
_ converged on the cathedral to shield the 
activists as they boarded buses which 
. took them deep into campuses. 
| It was yet another illustration of one 
of the most significant features of the 
. current crisis: the reaction of generally 
middle-class people, some of whom 
now appear to be sending a clear signal 
to the government that while they may 
. favour stability to preserve their newly 
found prosperity, it does not mean they 
will tolerate indefinitely, a democratic 


pe $ 
Sy Several hundred people were in- 


timetable dependent on the benevo- 
lence of an unpopular government. 

Officials have so far insisted on a 
step-by-step approach to democratisa- 
tion, saying that any rapid change will 
only lead to a dangerous period of insta- 
bility and possible North Korean inter- 
vention. But if the prospect of the stu- 
dents galvanising massive popular un- 
rest appears unlikely at this point, re- 
cent events have given authorities and 
their military backers food for thought 
and encouraged the opposition to renege 
on an agreement to return the political 
debate to the national assembly. 

Underlining the increasing role 
played by the church over the past few 
months, Roman Catholic 
we Cardinal Stephen 

im Soo Hwan called on 
Chun to retract his 13 
April decision to withhold 
further discussion on con- 
stitutional reform until 
after the 1988 Seoul Olym- 
pic Games. "All politi- 
cians should abandon their 
selfish greed for power 
and narrow partisan in- 
terests in the cause of 
democratisation," he said 
at an evening mass after 
his priests had negotiated 
the conclusion of the 
Myongdong stand-off. 

Earlier, on 10 June, 
vehicle drivers across the 
capital sounded their 
horns in a deafening 20-minute gesture 
of protest from the country's up-until- 
then "silent majority." During this pro- 
test, Korean customers in one hotel cof- 
fee shop rose spontaneously and sang 
along with the daily, 6 p.m., nationwide 
broadcast of the national anthem to dis- 
play their sympathy for the newly formed 
National Coalition for a Democratic 
Constitution (NCDC) — an alliance 
formed by opposition politicians and re- 
ligious and dissident leaders which had 
called for the demonstrations. 

While ordinary citizens had earlier 
been reluctant to get actively involved in 
street disturbances, there were a num- 
ber of other signs that attitudes may be 
changing. Office workers spent their 11 
June lunch hour harassing police ring- 
ing the cathedral. Then over the next 
few days, thousands of onlookers, in- 
cluding a good number of smartly dressed 
businessmen, either took part in im- 
promptu marches or stood on corners 
clapping encouragement as bands of 





|  . Avictory in doubt 


roving students appeared on downtown 
streets chanting Tokjae tado! (Down 
with dictatorship!). As one married sal- 
ary man told the REVIEW: “I'm braver 
now. I wouldn't have talked to you be- 
fore, but now I want to join in." 

Roh's nomination day had already 
been marred by news that a Yonsei Uni- 
versity student was in a deep coma after 
being hit in the head by a teargas shell 
a day earlier. 

Serious injuries were not just con- 
fined to the demonstrators. A small 
knot of riot policemen, most of them 
military conscripts no older than the 
youths they were fighting, were overrun 
when they ran out of teargas at the 
morsa height of the 10 June 
clashes. Cowering against 
a bank door and holding 
each other for protection, 
they. were pelted with 
rocks. One toppled side- 
ways and remained mo- 
tionless. A second fell 
screaming with blood 
spurting from his head be- 
fore the demonstrators de- 
cided to break off. 

The violence subsided 
over the ensuing days, 
largely because of student 
restraint and a mounting 
outcry over heavy teargas 
contamination in down- 
town streets. 

The demonstrations 
also brought the first real 
expressions of concern over the Olym- 
pics after two international soccer 
matches were interrupted when teargas 
drifted across playing fields. Most ob- 
servers up to now have believed that the 
nationalistic pride shared by South Ko- 
reans of all political stripes would en- 
sure a truce similar to that which pre- 
vailed during last year's Asian Games. 
Now, however, much could depend on 
the political temperature at the time of 
the games and whether recent events 
signal a more uncompromising attitude 
by government opponents. 


W ith Reunification Democratic Раг- 
ty (RDP) lawmakers driving past 
protest gatherings shouting support, the 
main opposition bloc appeared to in- 
volve itself much more directly with the 
students than it has done sifice last 
year's Inchon riots, when it was embar- 
rassed by hardline dissidents using 
North Korean-flavoured propaganda. 
RDP vice-president Yang Soon Jik is 


among 13 NCDC leaders in custody for 
organising an Anglican Church sit-in on 
10 June which sparked the disturbances. 

The opposition is not Roh’s only 
problem. Although his nomination may 
have been agreed on as long as seven 
years ago, the next nine months are 
likely to be the toughest of them all as he 
seeks to emerge from the long shadows 
cast by Chun’s controversial rule and at- 
tempt to plot a more constructive course 
through the same uncharted political 
shoals that have so far defied safe navi- 
gation. 

“It is going to be difficult in the in- 
terim period, both for him and the peo- 
ple around him,” Hyun Hong Choo, the 
senior vice-chairman of the DJP’s na- 
tional policy coordination committee, 
conceded in an interview before the 
convention. “Everyone should exercise 
prudence and good judgment [be- 
cause] there has been no precedent for 
this.” 

That is how Chun wants to be re- 
membered — the leader who estab- 
lished a precedent by engineering South 
Korea’s first peaceful transition of 


















power. It may not be peaceful. And 
what he will be unable to hand over to 
his military-academy classmate Roh is 
something even more important: the 
sort of political legitimacy which critics 
say can only be won when the country’s 

ers and their military backers are 
willing to risk it all in a free and demo- 
cratic society. 

Enough hints have been stopped up 
until now to suggest that after he steps 
down, Chun will take an extended over- 
seas tour. This would symbolise his 
break from the incoming government 
and prepare the country to receive the 
presence of a once-powerful overlord, 
Chun, who wishes to retire into the 
mainstream of a society of which he has 
never fuly been a part since his boy- 
hood days. 

Roh was the only presidential 
nominee at the bi-annual convention in 
the crowded Chamshil Gymnasium, 


which lies нае а stone’s throw from 
the giant riverside stadium where, as the 
republic’s pone sixth president, he 
is expected to watch over the opening 
ceremony of the Olympics. The ap- 
pointment in Roh's desk diary is proba- 
bly as firm as that. 

RDP president Kim Young Sam has 
said he will boycott the year-end presi- 
dential election, claiming that the elec- 
toral-college system to be employed in 
choosing a new leader is weighted un- 
fairly in the DJP's favour and flies in the 
face of his and fellow opposition leader 
Kim Dae Jung's long-fought campaign 
for a direct presidential poll. 


Cr: 26 May reshuffle (REVIEW, 
11 June) was looked on in some quar- 
ters as partly a calculated move to clear 
the decks for Roh, but few analysts be- 
lieve that the three main victims of the 
shakeup — Prime Minister Lho Shin 
Yong, Home Minister Chung Ho Yong 
and the director of the Agency for Na- 
tional Security Planning (formerly the 
KCIA), Chang Se Dong — were ever 
really serious contenders for the presi- 





dency and certainly not 
beyond the beginning of 
the year. 

Chang's dismissal, in 
particular, sparked off an 
unusual wave of coup 
rumours, which sent the 
Seoul stockmarket plum- 


meting more than 12 points on 27 May. It | 


was the first time in recent years that the 
market had reacted so strongly to po- 
litical developments and could be 
compared with the marginal loss of 
ground during the latest demonstra- 
tions. But ranking South Korean offi- 
cials scoffed at the rumours, and dip- 
lomats said they were unable to find any 
firm evidence of a possible behind-the- 
scenes power struggle. 

While analysts acknowledge that the 
shakeup did benefit Roh, they believe 
Chun's main motivation was to make as 
clean a break with the past as possible 





the torture-death of student/-a 
Park Chong Chol. The fact that the pre- 
sident would go tp such lengths as re- 


following disclosures of a стр j 


moving some of his closest advisers sur-" 


prised observers, but it also underlined 
the degree of importance he attaches to 
a smooth, trouble-free transition. 
“Chun holds the bureaucratic power 
of life and death over these guys,” a dip- 
lomat said. “He has done all right for 
most of his protégés, but it’s a relation- 
ship based on award and punishment. 
He is not purely a benefactor.” A close 
associate of Chun since their service to- 
gether in Vietnam, Chang could not be 
directly linked to the police cover-up. 
But as head of the country’s ruthlessly 
efficient intelligence organisation, he 
was expected to be aware of anything 
which might hurt the government. 
Unilateral military intervention 
would only be on the cards if army lead- 
ers perceived that the president had 


. done something they could not tolerate. 


And even then, the cooperative organi- 
sation required would be difficult to put 
in place. While affiliations between 
graduates of the same military academ 
class are strong, there is a certain m 
about them as well because of the sys- 
tematic promotion and retirement pro- 
cess that prevails in the 520,000-man 
army and the efforts that are made to 
mollify key members of each class. 

Chun has a broader-based patronage 
in the army than Roh, no doubt a natu- 
ral consequence of his seven years in 
power, but some South 
Korean observers contend 
there is little to differen- 
tiate between the two. “A 
lot of generals know both 
men,” a former minister 
said, “so you really can’t 
separate them.” However, 
other analysts say they are 
aware of private resent- 
ment among a coalition of 
generals fon milita 
academy classes 14 to 1 
over the fact that one Class 
11 man, Roh, is to succeed 
another, Chun. 

Overall, Roh's success 
will probably not depend 
entirely on finding full- 
some favour with the mili- 
tary but on how he is able 
to interact with the public at large and 
the political opposition. Unlike Chun, 
who stepped straight out of uniform and 
into the presidency, the more persona- 
ble Roh le had a good deal of time in 
which to mix with the sort of politi- 
cal figures he might otherwise have 
despised. 

But despite his easier-going style, 
the storms he has had to weather and 
the experience he has gained on the na- 
tional assembly floor, he is not a charis- 
matic figure and will have to struggle to 
develop a more assertive public person- 
ality. As a diplomat said: “Theoreti- 











. icd 


"у, hq will be running a campaign and 


wilÑhavẹ to perform in public much 
more than Chun did." 
The transition period itself is likely 


чо be brief. While Roh will necessarily 


have to spend the intervening months 
assembling a ruling team an making 
himself better known, Chun is likely to 
want to keep social control in his own 
hands until he quits the Blue House. In 
what could be taken as a warning of the 
possible consequences, the president 
said at the convention: "Creating 
confusion by violence outside the nor- 


E n political processes will only obstruct 


aceful transfer of power . . . such 
acts will be resolutely dealt with, no mat- 
ter what sacrifice may be necessary.” 

In ruling out other options and de- 


— scribing Chun’s 13 April decision as “ir- 
. reversible," Roh has made it clear that 


he will continue to pursue consensus às 
the sole means of achieving constitu- 
tional reform, saying in his acceptance 


ech that after the Olympics "the so- . 


cial atmosphere and the political think- 
ing of the opposition will have so 


changed that constitutional amend- 


ments to introduce a parliamentary 


- cabinet system will be realised without 
undue difficulty." 


hether this is simply an exercise in 

wishful thinking is difficult to judge. 
But unlike Chun, who distanced him- 
self from the constitutional debate, the 
presidential nominee has repeatedly 
stressed his desire for dialogue “with 
anyone on any topic — if it serves peace- 
ful democratic development." He also 
appears to place considerable stock in 
the impact of a promised democratisa- 
tion package, including a stronger 
guarantee of basic rights, a far from con- 
vincing commitment to improved press 
freedom and the introduction of limited 
local autonomy. 

Already it appears doomed to fall 
short of expectations. Reflecting a hard- 
er line in the more outspoken quar- 
ters of the media, the Korean-lan- 
guage newspaper Dong-a ПБо de- 


_ manded in an editorial: “How long аге 


they [the government] going to depend 
on teargas bombs and police troops to 
remain in power?" In a later commen- 
tary, the same newspaper asked: 
*Could not there be a giant of a man 
who would declare that power will be 


returned to the people? Could not there |. 


be a giant of a man who would say the 
next form of government will be refer- 
red to a national referendum?" 

If DJP strategists are counting on 
Olympic euphoria to transform the poli- 
tical landscape, then they would be wise 
to have an alternative plan on the draw- 
ing board. Otherwise the string or- 
chestra’s rendition of My Way during 
the ceremonies preceding Roh's nomi- 
nation may not only turn out to be à 
tired old score, but preface a scenario in 
which the presidential nominee will 
have no wavontatall + 


ASEAN 


Spectre at the feast 


Sihanouk dominant figure at ministers’ meeting 


By Susumu Awanohara in Singapore 
oror on “leave of absence” as 

head of the anti-Vietnamese Cam- 
bodian coalition, Prince Norodom 
Sihanouk never strayed far from the 
thoughts of Asean’s six foreign minis- 
ters during their 20th annual meeting 
here on 15-16 June. 

The  prince's leave decision 
(REVIEW, 28 May) had caught Asean 
off guard and caused alarm. The im- 
mediate fear was that those countries 
which had voted in favour of the coali- 
tion retaining its UN membership, and 
thus opposing the claim of the Hanoi- 
backed Phnom Penh regime — despite 
their abhorrence of the Khmer Rouge 
faction's past atrocities — might no 
longer do so. 

ingapore Foreign Minister S. 
Dhanabalan sent a message to 
Sihanouk, who is staying in the North 
Korean capital of Pyong- 
yang, saying that while 
Asean, like Sihanouk, 
was angered by Khmer 
Rouge attacks on his 
forces, “Asean would be 
grateful to be informed 
of Your Royal Highness’ 
plans for future steps 
. .." Asean will also ap- 
peal to the Khmer Rouge 
to remove the causes of 
friction between these 
two factions. 

In addition, the Asean 
foreign ministers heard 
from top Malaysian and 
Indonesian officials who 
had recently met Sihan- 
ouk at a non-aligned 
meeting in Pyongyang. 
The two officials report- 
ed that he had assured Asean that he 
would remain coalition president and 
that, though he would not attend this 
year’s UN General Assembly, he would 
continue to work towards Vietnamese 
withdrawal from Cambodia and self-de- 
termination for the Cambodians. 

Further, the Indonesian official in 
Pyongyang was asked by the Vietnam- 
ese, attending the same meeting, to hel 
arrange a meeting between Sihanou 
and leaders of the Hanoi-backed Heng 
Samrin regime in Cambodia. Indone- 
sian Foreign Minister Mochtar 
Kusumaatmadja is Asean’s “inter- 
locutor” with Vietnam and plans to visit 
Hanoi at the end of June. 

Divergence of views was apparent be- 
tween those who saw Hanoi and Mos- 
cow's new attitude towards the Cam- 
bodia conflict as positive and those 
who remained sceptical. Singapore and 





Indonesia were cautiously optimistic. 
But fearing that Hanoi and Moscow 
would perpetuate the status quo in 
Cambodia by making the right sounds 
but no substantive concessions, the 
Thais have taken a hard line — so much 
so that the Soviets have complained that 
Thai Foreign Minister Siddhi Savetsila 
negatively represented to Asean the ex- 
changes in Moscow with his Soviet 
counterpart Eduard Shevardnadze in 
May. 
The Thais and Singaporeans dismiss- 
ed the notion of a *genocide trial" for 
Khmer Rouge leaders, which is being 
promoted by some US groups and 
which Mochtar recently suggested may 
also be taken up by Asean. To some, the 


trial propo reflects a growing impati- 
ence with China which they see as an ob- 


stacle to a Cambodia settlement. Those 


JOHN SPRAGENS JR. 


opposed to the trial ar- 
gued that it amounts to 
asking the Khmer Rouge 
to commit suicide and 
would only further 
Hanoi's gd of 

e only ef- 


free zone (NWFZ 
Southeast Asia despite 
the growing misgivings in 
the majority of member 
states, including his own, 
which has practically 
ruled out the possibility 
of a NWFZ treaty being 
agreed to at the forth- 
coming third Asean sum- 
mit in December in Manila. Opponents : 
say a NWFZ would embarrass the US and 
benefit Moscow, and may fuel sentiment 
against US bases in the Philippines. 

Many ministers insisted that the 
Manila summit must focus on boosting 
economic Cooperation and some 
eloquently extolled the virtues of an 
eventual Asean common market and 
community. But others preached 
realism. Dhanabalan warned of beggar- 
thy-neighbour policies resulting from 
domestic pressures and undermining 
the little cooperation which has been 
achieved. 

€ accumulated wealth and sup- 
posed desire to recycle a chunk,of it to 
Asean was the topic of much discussion 
among ministers who were to meet their 
counterparts from Australia, Canada, 
the European Community, Japan, New 
Zealand and the US оп 18-20 June. @ 
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Introducing Hong Kong's newest and most exciting office 
building, Bond Centre. Conceived and designed by one of 
America's foremost architects, Paul Rudolph, in association 
with Hong Kong architects, Wong & Ouyang, it is one of Hong 
Kong's most sought after business addresses. 

Twin octagonal towers reach 42 and 46 floors, taking 
full advantage of Hong Kong's harbour and mountain views. 
Inside, its dramatic lobby features massive columns, 
sweeping staircases, landscaped terraces and lush gardens. 
The whole area is bathed in natural light flooding in through 
huge glass walls. 

Bond Centre is located at the heart of Central's fastest 


E [ l 


"When we build, let us think we build for ever.” 


JOHN RUSKIN 


growing business location, Queensway, a focal point in Hong 
Kong's vehicular and pedestrian traffic system. Just minutes 
away are the Mandarin, Hilton and Furama Hotels, The 
Hongkong Bank and Supreme Court. While on its doorstep, 
shops, taxis, buses and the Mass Transit Railway. 
Bond Centre offers tenants prime office space ranging 
from 6,450 square feet to 12,500 square feet net per floor at 
monthly rentals representing excellent value for money. 
Bond Centre is available for lease exclusively through 
First Pacific Davies. For more information, a detailed brochure 


Mr. Simon Haynes of First Pacific Davies in Hong Kong. 





BOND 


or a full presentation, call or write to Mr. Michael Laven or CENTRE 


Central, Hong Kong 
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Head-on in the clouds 


Peking and Tokyo at odds over 'undiplomatic' words 


By Charles. Smith in Tokyo and Robert Delfs in Peking 


арап. relations with China, which 
ап to-deteriorate after the dismis- 





"E sal in January of Chinese general secret: 


ary Hu Yaobang, have hit a new low be- 
"cause of Peking's annoyance at "undip- 
| lomatic language” used by а senior Ja- 
panese Foreign Ministry official in com- 


Tomenting on remarks made by top leader 


Deng Xiaoping. 
з һе remarks were a "malicious at- 


"stack" on Deng, a spokesman for the 


‘Chinese Foreign Ministry said. The un- 
named Japanese official reportedly said 
that Deng did not understand the real 
Situation of Sino-Japanese relations, 
and that the actual development of 


bilateral relations has little to do with 


statements by top leaders. 

The comments were reportedly 
made during an off-the-record press 
briefing at the official's home in Tokyo 
‘| late in the evening of 4 June, apparently 

in ге ове to Deng's meeting earlier 
that day in Peking with Junyo Yano, 
chairman of Japan's second-largest op- 
arty, Komeito, at which he 
suggested that the Japanese Govern- 
“ment. might have violated the terms of 
the 1978 treaty of Peace and Friendship 
' by its failure to overrule a decision by an 
Osaka law court awarding ownership of 
a students’ dormitory in Kyoto to 
Taiwan (REVIEW, 21 May). 

Deng expressed his dissatisfaction 
with the state of Sino-Japanese. rela- 
tions, objecting to the scale of China’s 
trade ё eficit with Japan, and stating that 

_| Japan s defence budget did not need to 
"exceed the previous. 1% of GNP limit. 


` “Japanese defence spending is already | 


bigger than West Germany or France," 
"Once the ceiling is 











breached, it can be exceeded again and 
again.’ 

The Deng statement was, ostensibly a 
protest against the “the two China" po- 
licy which Peking claims is implied by 


-the Osaka decision. However, Japanese 


Foreign Ministry officials saw the re- 
marks made to Yano as reflecting anun- 


duly negative view of Sino-Japanese re- 


lations; and that was the motivation for 
the senior official's informal:briefin to 
journalists “to put the record straight,” 


“at which he suggested that Deng might 


be out of touch with ‘theeday-to-day 
realities of relations with Japan. 
The reality, according to the Japan- 


ese version, is that Japan has responded 


“very positively indeed" to: China’s 
pressing requests for aid and investment 
while leaning over backwards not to of- 
fend. Peking's sensitivities on thé two 
Chinas issue. So far as the affair of the 
dormitory is concerned,- Japanese 
spokesmen have repeatedly pointed out 
that the separation of powers in Japan's 
constitution means the government can- 


not overturn a court decision on a legal : 


issue. ; 
But suggestions in-Tokyo:that Deng 


may be to blame for not seeing the truth - 


of Japan's good intentions have. ге» 
ceived short shrift from Chinese offi- 
cial spokesmen. 


mmediately after the Japanese press 
carried reports of the: "senior. offi- 
cial's" remarks, Peking struck’back with 
the comment. that Japan Ћад: shown 
“rudeness and-arrogance” in accusing 
its senior leadership of being. out of 


itouch. A week later in its regular brief- 





ing for foreign journalis s Peking's 





‚ journalists in the home of the offi 








sponding “maliciously” "to "we 
suggestions from Deng: The sé 
cial-who briefed journalists had be 
vealed as “lacking the minimum o 
lomatic politeness,” the ministry add 
The phrase kumo no ue (above 
clouds) used by the official to des 
Deng's position seems to have i 
the Chinese though Japan claims. 
this implies respect, not the lack o of 
tact with reality implied by si 
pressions in other language: 
the point, and perhaps even mor 
sivé to the Chinese, was the su 
attributed to the “senior о 
Deng had gone "hard in thi 
rigid in his mental attitudes. 
This mày be a natural commen 
make on an 82-year-old statesman, 
evidently did not go down t | 
China. Japan’s defence of the comm 
was that it was made in the cou: 
“highly: informal ; conversatio! 



























concerned” and “in no way герге 
ed” een policy. 

A specific reason -for China’s se 
sitivities about Japan's attitude tow. 
its top leaders — and perhaps also 
Deng's own apparent antag 
Japan — may have been the su 
that.the- Japanese Governme 
some. way remained. committe 
close relationship with Hu. 

However, China watchers in Foki 
also: claim that recent Chinese b 
haviour towards Japan has inc! 
some deliberate provocations 
expulsion in May óf a Ја 
nalist on a charge of "fabricatin 
is suspected іп Tokyo to. hav 
politically inspired, especially as 
tempt was made by Peking to 


charges against the man concern 
папе e pad alig reacted. poor! 
Deng’s apparent willingness to discu: 
Japanese defence policy with: Yano, : 
opposition leader, immediately after г 
fusing an audience to the director-ge 
eral of the Japan Defence Ag 
Yuko Kurihara. * 
Kurihara's visit to China was the fi 
to Peking by a senior Japanese de 
official sihce the normalisation of. 
lomatic relations, and had been: 
ed to contribute to a new under 
on security issues. He was re! 
terview with Deng on grounds 
Chinese leader was “too old". 
visiting politicians from friendly c 
tries who were not at or near the leve 
government leader. 
To some observers in: Peking, D 
remarks.to Yano seemed particularl 
variance with the impression «giv 
when Kurihara met Vice-Premier W 
Li and Defence Minister Zhang Aipin 
on 29-30. May. Both leaders expres 
understanding for Jápan's need f 
minimal defence capability sel 
rity relationship with “the US, and | 
Zhang did not object to Kurihara’s ex- - 
planation of the increase in Japan's 1987 А 
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defence. budget to ¥3.517 billion 
(US$24..39 million), or 1.004% of GNP, 
a Japanese Embassy spokesman said. 

Deng's meeting .with Yano while 
‘Kurihara was still in China, and the 
negative tone of his remarks as reported 
in the Japanese media, seemed to 
undercut the results of Kurihara's visit. 

Following China's official protest, 
Kimio Fujita, director-general of the 
Asian Affairs Bureau, told Xu Dunxin, 
minister-counsellor of the Chinese Em- 
bassy in Tokyo, that the alleged rc- 
marks did not represent Japan's official 
view, and that there had been no inten- 
tion to slander Deng, but Xu rejected 
the explanation and the Chinese 
Foreign Ministry spokesman later de- 
scribed Fujita's remarks as “an attempt 
to shirk responsibility by resorting to 
sophistry." 


unihiko Makita, director of the 
China division of the Japanese For- 


eign Ministry, later expressed regret over . 


the incident. “It is regrettable that report- 
ed remarks attributed to a high-ranking 
Foreign Ministry official offended the 
Chinese side as they contained a dis- 
courteous expression in reference to 
chairman Deng Xiaoping," Makita told 
Lu Qi, counsellor of the Chinese Em- 
bassy on 15 June, adding that Nakasone 
had instructed the Foreign Ministry to 
reaffirm that the principles of normalis- 
ing bilateral relations, confirmed with 
the Chinese Government, remain 
"strictly unchanged." 

So far there have been no signs that a 
bilateral ministerial-level meeting sche- 
duled for the end of June in Peking will 
be cancelled, but hopes that this meet- 
ing could serve as a demonstration of 
mutual goodwill in advance of the 
50th anniversary of the Marco Polo 
Bridge incident ont Iub-Quos ng the 
beginning of open hostilities betwcen 
Japan and China in World War 11) have 
been dented. “The timing of this wasn't 
very good," a Japanese diplomat admit- 
ted. 

The real danger to Sino-Japanese re- 
lations would be if the incident became 
intertwined with the domestic political 
struggle within the Chinese leadership 
as the date for the 13th National Party 
Congress draws nearer. The large bilat- 
eral trade imbalance — US$7.67 billion 
in 1986 — with Japan remains a sensi- 
tive issue in China, and resentment of 
Japan over the war still runs deep. 

In recent weeks the Chinese conser- 
vatives’ ideological campaign against 
"bourgeois liberalisation" has slowed 
down as Deng and Premier Zhao 
Ziyang have re-emphasised the dangers 
of leftism. Reformist leaders are wor- 
ried that frustrated conservatives may 
try to make the incident, and the overall 
Sino-Japanese relationship, a political 
issue. Less than a month before the 
emotive 7 July anniversary, Chinese 
leaders are doubly wary of appearing 
spft on Japan. d п 





AUSTRALIA 


Tactical tax cuts 


Opposition reveals economic policy for election 


By Hamish McDonald in Sydney 


ustralia’s conservative opposition 

parties are staking their hopes in 
the 11 July elections on appeals to indi- 
vidual financial interests through sharp- 
ly reduced taxation — ironically leaving 
the ‘once profligate (and formerly 
perennially out of power) Australian 
Labor Party (ALP) to ask "Where's the 
money coming from?” 

Making his formal campaign open- 
ing speech from a marginal seat in mid- 
dle-class suburban Melbourne, opposi- 
tion leader John Howard gave his Lib- 
eral Party's long-awaited tax policy 
showing, as widely expected, a sharp 
lowering of the top marginal rate of in- 
come tax from the 49% being intro- 
duced by Prime Minister Bob Hawke's 
ALP government to 38% with an ex- 





Hawke addresses an ALP rally. 


panded range of rebates and allowances 
for families with children. 

Howard also pledged to lower the 
tax burden on business, y cutting the 
corporate tax rate from 49% to 42% 
from July next year; by discarding many 
of the new taxes and measures intro- 


„duced under Hawke, including capital 


gains tax and fringe-benefits tax; by re- 
storing negative gearing (deduction of 
interest. on borrowed funds against 
other income) on property investments, 
and by allowing deductibility of enter- 
tainment expenses. 

By the third year, the tax cuts would 
cost A$7.3 billion (US$5.2 billion). 
Cuts in federal spending and grants to 
the states, efficiencies and "incentive 
effects" would more than cover this, 
Howard said, allowing some scope to 
reduce the federal deficit as well. In ad- 
dition, over his first three-year term he 


would reap A$4.2 billion from asset 
sales to reduce government debt: 
among them domestic carrier Austra- 
lian Airlines, the domestic satellite sys- 
tem and 49% of national airline Qantas 
and the Overseas Telecommunications 
Commission. 

“We believe in lower tax because of 
the economic benefits to be derived for 
Australia and Australians from its in- 
centive effects, its encouragement to 
work harder, and the greater enterprise 
and productivity which will flow from 
these developments,” Howard said. 

Opinion polls taken soon after 
showed that Howard was indeed on a 
potentially winning issue. Voters listed 
tax as their major preoccupation and 
were interested in what Howard pro- 
posed. Unfortunately, the polls 
also showed a strong scepticism 
about Howard's ability to de- 


liver what he promised — a 
theme taken up scornfully by 
Hawke and Treasurer Paul 
Keating. 


Keating said Howard's po- 
licies would inflate the federal 
deficit, push the Australian dol- 
lar down and interest rates up, 
and bring on a recession. “If 
people want to sell their country 
down the drain for six or eight 
bucks a week, and that’s Mr 
Howard's appeal, I think it's an 
appeal that will fall on deaf 
ears,” Keating said. “Those who 
sup from Howard's tax cup will 
be poisoned by it.” 

Economic commentators, 
whom many voters rely upon to 
steer them through an increas- 
ingly technical economic de- 
bate, also queried the “rubbery” nature 
of Hold s proposed spending cuts 
and his partial reliance on the “supply- 
side" effect of lower tax rates lead- 
ing to a greater tax "take" because of 
the extra economic activity they would 
encourage. The net incentive he offer- 
ed to the average worker was also 
queried, once higher medical fees and 
reduced government services were 
added back. 

ALP comments and advertisements 
gleefully dragged up Howard's previous 
record as treasurer in the 1975-83 gov- 
ernment of Malcolm Fraser, including 
numerous retreats from hard budget- 
cutting decisions and an occasiog when 
tax cuts were snatched back only six 
months afterwards because of a sudden 
economic squeeze. 

Other critics pointed out that no 
comparable government had managed 
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the cutback in spending (from a current 
44% of gross domestic product to 38% 
over thre years) that Howard pro- 
posed. Howard’s answer was that the 
*mood of Australia had changed. To 
those who raised the failure of US Presi- 
dent Reagan’s “supply-side” econo- 
mics, he said tax cuts would not be 
applied without matching budget 
cuts. 
If it were not bad enough for a “dry” 
economic rationalist to be accused from 
one side of a blatant “fistful-of-dollars” 












THAILAND 


Preparing the way 
The crown prince takes over more of his father’s official duties 


By Paisal Sricharatchanya in Bangkok 

E was a symbolic exercise which illus- | royal family abroad in recent years. 
trated an important aspect of tradi- | Their father stopped making overseas 

tional Thai kingship: rule with a combi- | trips some years ago. 

nation of justice and mercy. On 4 June, In a significant trip that further 










bribe to voters, Howard was also outbid 
on the right by former allies going for a 
few dollars more. 

The rural-based National Party, co- 
alition partner of the Liberals in all post- 
war conservative governments, insisted 
it would propose its own tax policy on 21 
June even though party leader lan 
Sinclair said it would not differ much. 
Then the breakaway National Party 
Premier of Queensland, Sir Joh Bjelke- 
. | Petersen, brought out his own tax policy . 

. — confirming that his abandonment of 

: p to run for federal power himself 

ad not lessened his capacity for dis- 
unity. 










р up by the acerbic former Fed- 
eral Treasury head John Stone, the 
Queensland tax policy had its own stark 
integrity. The proposed drop in income 
and corporate taxes to a flat 25% would 
require spending cuts of A$18.1 billion 






















Thailand’s Crown Prince Maha 
Vajiralongkorn presided over 
a Bangkok criminal court ses- 
sion, pardoned a defendant who 
was found guilty of theft and ad- 
vised him to turn over a new 


leaf. 


The incident is viewed as 
another sign of the prince's 
eventual succession to the Thai 
throne. The prince, who will 
turn 35 in July, has been assum- 
ing a higher public profile of 
late, both at home and abroad, 
representing his father King 
Bhumibol Adulyadej in a wide 
range of state affairs. The ques- 
tion in the mind of the public is 


when will the succession come. 


The prince and his younger 


sister, Princess Maha 


Chakri 


Sirindhorn, have taken over the 


duty of representing the Thai 









by the third year. To push the policy, 
the Queensland National Party machine 
has all but installed Stone in the senate, 
by giving him a long-serving senator's 
safe position on its list of upper house 
candidates for 11 July. 









































ea pao among the Nationals pu two months after it failed The p was burned down 
clearly does nothing to help Howard, to for a no- Phuket last June 
confirming impressions of a weak and sqb uris dts te vern- pore ege fra °86) and Chirayu, - 
lacklustre leader compgred with the Thailand’s once effective par- who was industry minister at the time, 
populist Hawke ПЕЧИ personal yet was instrumental in negotiating with 
trust his tax policy requires, Howard has another to its credibility. An op- — investors to relocate the plant at Mab 
been pushed towards giving more and corruption against Ta Pud, the hub of a planned indus- 
more precise details and pledges about minister has zone on the country's eastern sea- 
how he will finance it — alerting the var- backfired, after the charge . The 


ious interest groups likely to be ad- 
versely affected and confusing the sig- 
nals he must get across to middle-class 
employees. 


Ayuthya, a minister attached to the cc from a 
As long as the Liberal tax cuts lack s Office — was pur- source. ositic 
credibility, Hawke can probably afford primarily by Sundaravej, were led to believ 
to rest on his economic laurels. These leader of the Thai with US-based soun 
have been showered with praise most Party, to make it stick has account existed. And 


vocally by the new breed of business ty- 
coons such as Alan Bond and Kerry |’ 
Packer, and in a more qualified way by 


many older “blue-chip” corporate boss- take. We had tried to verify our evi- — immunity 

es (though small business is bitterly dence — we will have to be sg snnt ated 
critical of Hawke’s tax and interest-rate more cautious in the Bye the subject followed. 
policies). A contentious piece of indus- centred ona The debate s 
trial-relations legislation has been hur- an alleged record ofa ing its first 

riedly shelved, and the trade unions are 7 account in the Califor- Samak’s charge | 

damping down strikes during the cam- 
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paign. The ALP's manufactured theme- 
song for the campaign — "Let's see it 
. through together" — conveys the com- 
placency exuding from the government 
this far into the campaign. 
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cemented already close ties between 
Thailand and China, the prince form- 
ally represented his father for the first 
time in a widely publicised state visit 
to China between 23 February and 8 
March. He will be paying an official visit 
to Tokyo in September to mark the cen- 
tennial celebration of Thai-Japan rela- 
tions. 

Apart from presiding over an in- 
creasing number of public functions at 
home, the prince has also been diver- 
sifying away from his distinctly military 
profile of the past. Currently a special 
colonel in the Thai army and command- 
er of the Royal Guards Regiment, the 
prince has over the past year visited 

angkok slums and waded through 
muddy fields to plant paddy on an 
experimental farm in Suphan Buri, 
northwest of Bangkok, where a new 
type of locally developed fertiliser was 
applied. 

















qe prince's increasing number of 
appearances at public functions is 
described by palace officials as natural 
in light of the fact that the king is attend- 
ing fewer of them — delegating this duty 
to various members of the royal family. 
Of the prince's visit to Bangkok slums 
and paddy planting, one official com- 
mented: “These are to prepare him as a 
good model for the people because, 
after all, a crown prince is [in effect] a 
junior king." 
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The prince does not comment on his 
future role. Asked during a recent 
media interview on how he is preparing 
for the task of becoming the next king, 
he replied: “I fully realise my position as 
crown prince and fully accept the re- 
sponsibilities that come with the job. . . 
I am one of many loyal servants of the 
crown and we as a team endeavour, to 
the best of our limited knowledge, to 
serve their majesties, the monarchy and 
the country...” 

The prince's circumscribed answer 
was not surprising. Thai custom forbids 
a son discussing the prospect of stepping 
into his father’s shoes since, among 
other things, it would be regarded as a 
bad omen. Asked whether there is any 
special path along which he would like 
to see the monarchy develop, the prince 
said: “I am a humble servant of the 
crown. I do not discuss my superiors. I 
will try my best, on my part." 

Like the average Thai who feels a 
strong reverence for the king, the prince 
spoke highly of his father, describing 
the latter as the most suitable and the 
best king for Thailand. "This great man 
has kept this country together over a 
period of 40 years. That's more than 
words can describe . . ." The king will 
turn 60 in December — an auspicious 
occasion, which will be marked by 
nationwide celebrations. He will be- 
come the longest-reigning Thai mon- 
arch in July 1988. 
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of the votes in the 347-seat House. But 
a serious crack in the alliance de- 
font cack HN = among 
members of the United Democrat 
manoeuvrings о be joka ten Iuliae nook 
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INDIA 
Win some, ^ 
lose some 


The Indian airlift to Jaffna 
has mixed results 










By Salamat Ali in New Delhi 


he Indian airlift of food supplies to 

Sri Lanka's Jaffna peninsula in early 
June, followed by some low-key Indian 
sabre rattling, has had positive as well as 
negative results. It has forced Colombo 
to halt, at least temporarily, its military 
offensive against the minority Tamil 
separatists. The two countries have 
since reached agreement on shipping 
further relief supplies through the In- 
dian Red Cross under Sri Lankan naval 
escort. 

Domestically, the airlift has earned 
New Delhi much needed goodwill in 
Tamil Nadu state, which has long sulked 
over what it considers the north Indian 
indifference to the plight of Sri Lankan 
Tamils. 

The negative effects, though not 
as strong as feared earlier, include 
the unanimity among South Asian 
neighbours against Indian muscle-flex- 
ing. 

Bhutan's expression of serious con- 
cern is an implied but unmistakable 
notice that Thimphu considers some, if 
not all, the provisions of the Indo-Bhu- 
tan treaty dead. The most important 
clause of the treaty relates to Bhutan 
being guided by India on foreign rela- 
tions. 

Soon after the airlift, there was a 
rehension that Colombo might 
oycott misters’ meeting 

of the South Asian Association for Re- 
gional Cooperation (Saarc) — sche- 
duled to be feld in New Delhi on 18-19 
June. 

After some consultations among 
Saarc envoys in New Delhi, Sri Lankan 
Foreign Minister A. C. S. Hameed was 
contacted by his Saare counterparts, 
by 13 June an assurance 
that Colombo would take part in the 
meeting. 

A Sri Lankan boycott would have 
put Saarc in limbo because the organisa- 
tion’s charter requires unanimous deci- 
sions on all matters. Muchkund Dubey, 
the top Indian diplomat handling Saare 
affairs, said on 13 June that the foreign 
ministers’ meeting could not be held if 
Colombo declined to attend. 

He also pointed out that the same 
principle of unanimity ruled out the dis- 
cussion of any “bilateral and contenti- 
ous issue." 

These provisions were made at the 
inception of Saarc, because Pakistan 
suspected that the organisation could be 
an Indian ploy to dominate the region, 
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suade Colombo to attend the Saarc 
orum were being made, there were re- 
ports of further Indian pressure.. The. 
Ocal press reported that some Indian 
oops had been moved from Bangalore 
nd Hyderabad to Attirapatinam on 
‘amil. Nadu’s southern coast, the 
iunching area used by Sri Lankan 
amil guerillas based in India. Three In- 











































per were sighted' at nearby Pon- 
em whose chief minister, Farook 
laricker, was summoned to^ New 
elhi: These movements lent weight to 
sports that. Pondicherry — normally 
d by merchant vessels —- was being 
nsidered as a naval base for a cam- 
gn against Sri Lanka. 

Meanwhile, Tamil Nadu. Chief 
nister M. б. Ramachandran, accom- 
anied by his cabinet colleagues, came 
o New Delhi to meet Prime Minister 





ist monks protest India’s relief mission. | 








Rajiv Gandhi and other national lead- 
rs. According to one of Ramachan- 
ran'stop aides, New Delhi had assured 
hem. that relief supplies to Jaffna 
amils would continue under Indian 
"upervision and that Colombo would be 
ersuaded not to pursue its military of- 
sive in the peninsula. 

Against such strong support for a 
ough policy on Sri Lanka, New Delhi 
so heard a few voices of dissent. Typi- 
cal among those was a strong comment 
‘on 13 June in the Indian Express news- 
paper: “Gandhi has to make a play for 
lory by scaring the wits out of our small 
eighbour Sri Lanka unmindful of the 
“repercussions . .. We have arrogated to 
ourselves the right to decide from whom 
‘Sri Lanka can take help [in its civil war] 
... This is foreign policy run by juvenile 
 delinquents who are in à hurry for India 
:to be accepted as the superpower of 
outh Asia. with: a mandate like the 
Brezhnev doctrine to’ ‘decide the tate of 
his satellite kingdom.” : n 
























Even as diplomatic moves to per 


Navy «ships including a mine- | 














Settle for the Hawkeye 


| The US downgrades Pakistan's air-defence needs 


By Nayan Chanda in Washington 


Pakistan's request to purchase Boe- 
ing E3A airborne warning and con- 
trol system (Awacs) has run into stormy 
weather. The US Congress is not keen 
on the proposal, and India has strongly 
objected to the acquisition of the 
sophisticated system by its Subconti- 
nental rival. So to overcome these hur- 
dles, the Reagan administration has 
proposed the supply of the less capable 
E2C Hawkeye — on lease rather than 
outright salé — to Islamabad. 

A drop in the incidence of Afghan air 
raids over Pakistani territory in the past 
six weeks along with heightened tension 
in the Gulf region — because of the war 
between Iran and Iraq, where US 
Awacs are in greater need than before 
— has also moved the Pakistani request 
on to the back-burner. 

Well placed US administration 
sources told the REVIEW that after a 
long internal debate, the Reagan ad- 
ministration has decided against the sale 
or lease of Awacs to PakiStan but has of- 
fered Islamabad the option of a *wet 
lease" of four Hawkeyes and a combina- 
tion of other air-defence systems to 
cope with Afghan air raids. The so-call- 


ed wet lease is a sale of service under. 


which US aircraft and crew would pro- 
vide air surveillance to Pakistan for a 
fixed period. Pakistan could be given 
the option to buy the Hawkeyes if the 
war in Afghanistan continued and, then 
too, if it was considered that the aircraft 
were needed to defend Pakistan against 
Afghan raids. 

Pakistan has not yet responded offi- 
cially to the latest US proposal, but has 
privately indicated a lack of interest in 
it. “My guess,” an administration offi- 
cial said, “is that either by the end of the 
year we will be seeing a few leased Hawk- 
eyes in Pakistan or nothing at all.” 
Pakistan has been wanting to acquire 
an airborne early warning (AEW) plat- 
form since 1985. But the increase in 
air raids on Pakistani border villages 
by Afghan aircraft — some 400 inci- 
dents in first four months of 1987 — 


added a new urgency to Islamabad" sin- 


terest. 
In his 16 April letter to President 
Reagan, Pakistani Prime Minister 


Mohammad Khan Junejo mentioned 
the "extremely urgent" need for AEW 
aircraft and requested him to consider 
leasing them “as soon as possible, pre- 


ferably within a month or so." This re- 


ques however, was meant to underline 









mean the reasons [for wanting them] are 
not as'serious as it claims to be,” he said. 
Administration officials make no beties 


“problem i 


scile the. conflicting. 





to purchase three Awacs aircraft from 
the US. 

The Reagan administration was 
quick to reject the idea of selling the 
Awacs to Pakistan. Apart from the fact 
that three of these aircraft will cost 
US$791 million — nearly half of a six- 
year US military-aid package to Is- 
lamabad —- there is little chance of the 
congress approving such a sale; it could 
also seriously worsen already troubled 
relations with India. 

In May, Indian Foreign Minister N. 
D. Tiwari called off his visit to Washing- 
ton to show displeasure at the American 
willingness to consider the: sale оѓ 
Awacs, which could give Pakistan. a 
military edge over India. Although New 
Delhi had privately indicated that. it 
would take less offence if the US leased 
Awacs with American crew to meet 
Pakistan's immediate need arising from 
Afghanistan, that option too. was 
quickly dropped by the Reagan admin- 
istration. 

"The consensus across the board," 
said one aviation industry source, "is: 
that lease of Awacs in a non-starter. Ti 
there was ever a chànce, the Stark inci- 
dent killed it." On 17 May, an Iraqi Air 

Force. fighter fir fired an Exocet missile at 
the avy's frigate USS Stark; killing 
37sailors.:As the Awacs aircraft in ser- 
vice with the US forces have since been 
given extended responsibility. to. patrol 
the Gulf — in an effort to protect the oil 
lifeline of the. West — the lease: of . 
Awacs to Pakistan tee been ruled out by 
observers. ; 







wacs aircraft. are ‘not. available. 

for immediate lease and new orders. 
cannot be delivered before two to three . 
years, said Congressman Stephen So- 
larz, chairman of the House subcommit- 
tee on Asia and Pacific affairs. “If Pakis- 
tan is willing, to wait. that. long, it will 


























about their suspicion that, Pakistan's 


. immediate . need : “notwithstanding, its 
main objective i is to havea “force mul- 






tiplier” against India. As one official put 
it: “We prefer the lease because it is Af- 
ghanistan-specific.". Once the Afghart 
tied; the aircraftcan be re-. 
turned to the. US. 

` By offering to lease. the Hawkeyes to 
Islamabad, the US is hoping to recon- 
тедштетећѕ of 















e gravity of the situation to Washing 
ibn and a reluctant congress, but not to 
abandon the idea of a purchase. In late 
Ма! Paki 


made the formal request 


meeting Pakistan's immediate need for- 








van early warning system апа preventing 
‘further tension in Indo-US elations.. 
| Compar d to the 
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price Qf.four Hawkeyes, the estimated 
cost,of a wet lease will be US$100 mil- 
lion a year. Xhe leasing of the Hawkeyes 
as against an outright purchase, the 
‘Reagan administration argues, would 
also entail lesser cuts in other items 
Pakistan could secure under the US 
military aid package. Islamabad wants 
to replace the F16 fighter it lost in 
combat with Afghan aircraft last 
month. 

Other weapons on its shopping list 
include M48, A5 and MI tanks, P3 
Orion anti-submarine aircraft and artil- 
liery pieces. 

Congressional sources told the 
REVIEW that Pakistan is not impressed 
with the economic argument of leasing 
the Hawkeyes. Pakistanis have coun- 
tered that while leasing might be 


PAPUA NEW GUINEA 


cheaper, it would be of little help to 
them in long run if the leasing costs are 
not offset against the final purchase 
price of the aircraft. 

Even with leasing, there are some 
problems on the US side. If US military 
crews are to man the Hawkeyes for 
Pakistan, they could be operating in a 
war zone, possibly against Soviet forces. 
"The Pentagon,” said a source, “is op- 
posed to sending military personnel 
with the aircraft. Grumman Om. 
manufacturer of Hawkeye] may be able 
to put together a crew, but it is not going 
to be easy either." 

The question of where the aircraft to 
be leased will come from also has not 
been settled. There are 94 Hawkeyes 
currently in the service of the US Navy 
and leasing some of those would require 


Battling in the bush 


Wingti faces tough task to retain power in election 


By Bailey Ericson in Port Moresby 

rime Minister Paias Wingti is up 

against long odds as Papua New 
Guinea (PNG) goes to the polls for the 
third time since independence in 1975. 
No prime minister has ever been re- 
turned to power in the country — and an 
elected e minister has never served 
out his term. Conversely, Wingti's chief 
rival, opposition leader Michael So- 
mare, has never lost an election. 

Polling began on 13 June and con- 
tinues until 4 July as electoral teams 
visit the most isolated villages, cul- 
minating an outwa lacklustre cam- 

fought not in the ia hut in re- 
mote, largely in n before illlterate 
bush communities where personal 
standing and clan loyalty carry more votes 
than a front page newspaper story. 

The election comes down to a battle 
between three men to head a strategic, 
resource-rich country, soon to be one of 
the world's top gold-producers. 

» Wingti, 36, prime minister and 
former deputy prime minister, who 
took power in 1985 after he split from 
the Pangu Party of then prime minister 
Somare and formed the People's 
Democratic Movement. He entered 
parliament in 1977 after dropping out of 
politics and economics at un d. 
» Somare (*The Chief"), 50, opposi- 
tion leader. The most widely recognised 
politician in PNG, Somare, the founder 
of the Pangu Party, is acknowledged as 
the “father of the nation" for having led 
the country to independence from Aus- 
a. He formed governments after 
elections in 1977 and 1980, and was 
twice overthrown by his deputy on a no- 
confidence vote. 
» Sir Julius Chan, 47, deputy prime 
minister and leader of the People's Pro- 


gress Party. Chan toppled Somare in 
1980 and became prime minister then 
lost power in 1982. He was architect of 
the no-confidence motion which put 
Wingti in power. Chan, who has had 28 
Mein in parliament and is credited with 

ing the man who put PNG on a sound 
economic footing, is a millionaire of 
mixed Chinese ancestry. 

A total of 1,513 candidates are stand- 
ing for the 109 seats in the country's na- 
tional parliament — about a third of 
them endorsed by one of the 17 political 

ups active in the election. Fewer 
than half the sitting members can expect 
to be returned. 

Counting ends on 6 July in all but 
three seats, where the death of a candi- 
date has delayed polling, but the actual 

overnment will not be known until par- 
iament sits in early August and mem- 
bers vote for a prime minister. 

The Pangu Party has always been the 
largest single grouping in the house (it 
almost managed an absolute majority in 
1982) and probably remain so. Its 





a presidential certification that such an 
act would not affect US security. The 
administration's critics in the congress 
would have some views on the mat- 
ter. 

However, it is possible to avoid that 
problem if some foreign buyers who are 
about to receive delivery of Hawkeyes 
would agree to delay their turn, thus re- 
leasing the aircraft for lease to Pakistan. 
“We have good reasons to believe that 
we will be able to make a deal with 
Egypt," one official said. 

All these arrangements would, how- 
ever, ultimately depend on Pakistan's 
willingness to accept the deal. As one 
official conceded: *We are still a long 
way from persuading the Pakistanis. 
They are making this into a ‘how much 
do you really love us?’ kind of test.” E 


party platform emphasises “experi- 
enced leadership,” but relies on the So- 
mare legend. 

Somare has promised free primary 
education for all, said that he will de- 


value the kina and has spoken vaguel 

of creating “two or three” daly tes 

ports as part of a drive to attract tourist 
dollars. 


However, it is doubtful if 
he would be in power long 
enough to out most of 
his promises. Somare revels 
in cam , but admits to 
ace wi with poli- 
tics and has said this will be 
his last election. 

Assuming he is successful, 
Somare is certain to step 
aside in favour of his deputy 
well before the government’s 
term is out — unless history 
again repeats itself. 

Chan has a reputation as a 
shrewd, hard-working busi- 
nessman and earned r 

as finance minister in two governments. 
His party is running on a platform of fis- 
cal responsibility, pl low taxes, 
more jobs, free age gs education and, 
in common with the other parties, a 
crackdown on crime, 

But Chan’s credibility has been ques- 
tioned by the re of a government in- 
quiry into the Placer Pacific gold float 
which found he had breached the coun- 
try’s strict political code of ethics. 

Wingti is running on his record as 
prime minister and promising more of 
the same. He claims to have put the 
economy on the right road since apum 
power, by lowe income taxes 
reducing the number of government 
ministries. He has also signed a 
friendship treaty with Indonesia. 

But his own future is by no means as- 
sured. His personal style and lling- 
ness to consult others, coupled with a 
decision to sack the local provincial gov- 
ernment for financial mismanagement, 
has fuelled a vocal “rausim Wingti" 


(“out with Wingti") campaign. п 
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Tomorrow, 
Europe Inc. 


Tomorrow's Europe a single market, 300 million consumers strong. The 
Old World becomes a Continent without borders, where goods, services and 
capital trade freely. Europe is fast turning into a giant market — competition is 
heating up. For Banque Indosuez and our clients, the stakes and risks are 
enormous. Banque Indosuez's clients gain the edge by using our European 
network and our financial specialists' intimate knowledge of the markets. 

Today lead-manager of the Eurotunnel project linking the UK to the 
continent, Banque Indosuez is building the financial connections of tomorrow. 

In all Nordic and European countries, in 65 countries around the world, 
Banque Indosuez offers clients around the world a world of opportunities. 





BANQUE INDOSUEZ 


Head office : 96 boulevard Ha ussmann - 75008 Paris 





"The *Cité des Sciences et de l'Industrie" is the most recent attrac- 
tion ofthe 55 hectare La Villette multicultural complex on the outskirts 
of Paris. Conceived for the general public, this 21st century science 
centre will contribute to a better understanding of modern science and 
technology. 

Covering over 1.3 million т’, the “City” features a magnificent 


building with vast exhibition areas, a multimedia library, an internation- 


al conference centre and many other public facilities. And a spectacu- 
lar 36.5 m diameter Géode with a unique hemispherical theatre. The 
architectural excellence of this impressive high-tech project is comple- 
mented by the functional distinction of Philips advanced technology. 
Closed circuit television, for example, with over 250 cameras 
linked via optical fibre transmission lines to the security surveillance 
centre. We have also supplied the lighting, LaserVision, staff intercom 
and sound distribution as well as access control and intruder detection. 
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1 for high-tech buildings. 


Philips technology also complements the architecturally out 
standing Muslim headquarters at Kota Kinabalu in Sabah, Malaysia. 
Considered the most sophisticated building ofits type in the region, the 
new Majlis Ugama Islam Sabah (MUIS) headquarters comprises four 
office blocks, an art gallery, a shopping mall and a vast multipurpose 
main hall for sports, cinema, theatre and other cultural activities. 

As project coordinator, we were responsible for the design, 
supply and on-site supervision of highly flexible lighting and sound 
installations, including building acoustics, sound reinforcement, 
cinema and stage equipment as well as functional and aesthetic indoor 
and outdoor lighting. If you want the best in electronic technology for 
your high-tech building, you can always rely on Philips to provide 
the finishing touch. 

Philips. The sure sign of expertise worldwide. 
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Меме іп the right circle 


In Hong Kong, the company one keeps depends 
on the circle in which one moves. 
A case in point is Hongkong Land. 

We have the widest range of the finest buildings in Core Central. 
All within minutes via our unique network of footbridges. 
Rub shoulders with some of the best. 

Let Hongkong Land help you move to the right circle. 


Please call Jonathan Petit or Christopher Chan 
at Hongkong Land (5-8428288) 
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Resistance to reform 


Landowners demonstrate against Aquino programme 


By Jose Galang in Negros Occidental 


esistance to the Philippine Govern- 

ment’s draft comprehensive agra- 
rian reform programme (REVIEW, 11 
June) has erupted in the province of 
Negros Occidental. A group of land- 
owners held a raucous demonstration 
on 6 June in the provincial capital of Ba- 
colod City. Although the group is dis- 
missed by some sectors as “representing 
a small minority," it is potentially the 
source of bigger problems for the gov- 
ernment of President Corazon Aquino. 

That the first adverse reaction came 
in this province should be a cause of 
concern for Aquino's economic plan- 
ners. Over the past two years Negros 
Occidental, the Philippines’ premier 
sugar-producing province, has moved 
from "basket case" into a veritable 
model for economic recovery. But the 
government announcement of the draft 
agrarian reform programme sent the 
province back into limbo. 

The commercial banks.have frozen 
all lending activities to agricultural pro- 
Eos including prawn-farming which is 

ming in Negros as landowners diver- 
sify out of sugar. With prospects for a 
sustained economic growth now under a 
cloud, fears are growing over the secur- 
ity situation. At the height of the crisis 
that beset the sugar industry in 1983-85, 
the influence of бе communist rebels 
expanded. 

The current situation, however, 
highlights a threat from the Right — the 
landowners who demonstrated in early 
June declared they would fight for “an 
independent Negros” if the government 
pushes through with its sweeping land- 
reform plan. Although small in number, 
the gr@up is reportedly well-armed and 
may even succeed in wooing the “silent 
majority” of landowners whose hold- 
ings also stand to be reduced under pre- 
sent plans. 


EAD CACTCOR COMIN OCA „ IE WINE 1007 





Some of the rebel landlords have 
been described as “heavily in debt” and 
stand to lose their farms anyway even 
under a “softer” land-reform approach. 
Some of them, are said to be affiliated 
with “El Tigre,” an informal alliance of 
anti-communist groups which shaped 
up during the recent sugar-industry 
crisis. Some residents also identify the 
defiant landlords as politically aligned 
with former defence minister Juan 
Ponce Enrile. 

Under the draft land-reform pro- 
gramme, which is currently being 
scrutinised in various government- 
sponsored public discussions, all types 
of agricultural land will be covered. Pre- 
vious plans were for a gradual expan- 
sion of coverage from rice and maize 
lands to other crops (REVIEW, 5 Mar.), 
including sugar and coconut and even 
aquaculture farms. The maximum area 
that a landowner can hold is proposed at 
7 ha. Payment of the land taken from 
big landowners will be 10% cash and the 
balance in government bonds that can 
be invested in industry. 


he draft, after taking into account 
sentiments aired during the public 
hearings, has been expected to be for- 
mally decreed by Aquino ahead of the 


opening of the recently elected congress: 


in late July. A widely anticipated 
Aquino order on 12 June, coinciding 
with Philippine Independence Day 
rites, did not materialise — possibly due 
to the growing protests. 

In Negros, landowners feel that the 
drastic reduction in farm sizes — 78% of 
sugarlands in the province are more 
than 10 ha — is unfair. Local govern- 
ment officials and private-sector leaders 
believe that cutting up farms and re-dis- 
tributing them to farmers “who are not 
ready to manage them" will only result 





in massive dislocation not -only $ 
landowners but also of the emerging 
smallholders. zio 

Daniel Lacson, governor of Negros 
Occidental, has reiterated an earlier: 
proposed land reform scheme for his 
province under which 60% of current 
landholdings would he retained by the 
present owners for sugar, 30% for di- 
versification into other activities, and 
10% for re-distribution to farm work- 
ers. The “60-30-10 programme," ac- 
cording to Lacson, fits into Negros" 
particular requirements “without dis- 
placing any single sector." 

Aquino was expected, during a visit 
to the province in October 1986, to 
sign a proclamation implementing the 
60-30-10 programme in Negros but she 
sent the matter for "further consulta- 
tion" after listening to protests from 
some landowners — reportedly the 
same group behind the recent demon- 
stration. 

In Manila, criticisms have been aired 


against any scheme that would apply to 


just one particular area, with some see- 
ing in such a move a return to the 
favouritism which was abused during 
the administration of deposed president 
Ferdinand Marcos. 

Lacson, however, insists that there is 
no single programme on land reform 
that will result in favourable effects 
throughout the country. The 60-30-10 
programme was the result of various 
sectors in Negros working together, he 
said, and “if other industries or regions 
in the country decided to come up with 
their own versions, let them." 

The Negros private sector hopes that 
a dialogue between Lacson and the de- 
fiant landowners could diffuse the ten- 
sion. Rafael Coscolluela, leader of the 
Negros Confederation of Sugar Associ- 
ations, which is supportive of Lacson's 

rogrammes, attributes the current 
uoyancy in the local economy to 
"strong private-sector support." 

The tension in Negros has recently 
been duplicated in other parts of the 
country where big landowners control 
the local economy. In Davao and 
Cotabato provinces in Mindanao, some 
landowners declared they would align 
with Muslim seccessionists if the land- 
reform programme takes their land 
away from them. In Central Luzon, 
landowners warned that the propos- 
ed strategy would "only worsen the 
conflict between landowners and farm- 
ers," and in turn feed the insurgency 
problem. 

Aquino, during the campaign for the 
February 1986 presidential elections, 
committed herself to.a land reform pro- 
gramme that would improve the plight 
of the 70% of the country's 56 million 
people who live in poverty in the rural 
areas. A huge demonstration of farmers 
on 22 January thaj erupted into vio- 
lence near Aquino's official residence 
triggered faster action on the program- 
me. 





Rhetoric and reality 


Media openness officially preached but not practised 


By Alan Sanders 

hile glasnost (or openness) in the 

media is not a new concept in 
Mongolia, Soviet leader Mikhail Gor- 
bachov's speech on the subject at the 
plenary meeting of the Soviet com- 
munist party central committee in 
January contrasts quite strongly with 
current Mongolian practice. The 
speech, a translation of which was pub- 
lished in the Mongolian party and gov- 
ernment newspaper Unen, called for 
legislative guarantees of openness in 
state public organisations and for peo- 
ple to have “a real opportunity to ex- 
ps their opinions on any issue in pub- 
ic life." 


In his report to the Mongolian party 


congress a year ago, however, party 
gem secretary and President Jambyn 

atmonh described the media as power- 
ful *tools of openness" whose duty was 
to "influence the formation of public 
opinion, a creative atmosphere in socie- 
ty and an active approach to life in the 
individual." But he admitted that great 
delays in delivering periodicals and 
books to subscribers and readers had 
given rise to "justified criticism by the 
population." 

It is important "in the spirit of open- 
ness to disclose the real state of affairs 
[in the economy] and prevent break- 
downs and losses," Batmonh also said 
to the party central committee in De- 
cember 1986, calling for *irreconcilable 
struggle against any manifestations of 
bureaucracy, stagnation and passivity.” 
He added: “We must maintain and de- 
velop a new and creatively courageous 
approach to work, an atmosphere of 
openness, frankness, justness and prin- 
cipledness.” 

Bugyn Dejid, a politburo member 
and central committee secretary, ex- 
plained the Mongolian party's view in 
the November 1986 issue of the journal 
Problems of Peace and Socialism, when 
he said: “Democracy without discipline 
tends to create anarchy . . . while discip- 
line which denies democracy tends to 


curb the creative initiative and activity | 


of the masses . . ." 

This was why the party was remodel- 
ling its work according to the principles 
of "democratic centralism," said Dejid 
who, like Batmonh, however, seemed 
to be talking about “openness in party 
work" and “democracy within the 
party," rather than people having a real 
opportunity to express their opinions. 

A leading article in Unen in February 
this year discussinge“openness” quoted 
another passage from Batmonh's party 
congress report, as follows: *The party 
central committee, adhering consis- 


tently to the principle of openness in 
party work, considers it important to in- 
form communists and the whole people 
promptly and thoroughly about the es- 
sential issues of the party's home and 
foreign policy." 
The article praised the practice of 
central committee mem- 
bers and candidate mem- 
bers and local party com- 
mittee leaders who visit 
the countryside, meet peo- 
ple and inform them about 
the party's policies. Heads 
of party departments, 
ministers and other offi- 
cials must practise open- 
ness when meeting people 
and answering their ques- 
tions on radio and TV or in 
the press, Unen said. 
A central committee re- 
solution on raising the “mi- 
litancy" of basic-level раду 


organisations, also issued in February, 
called for “openness” in making party ap- 
pointments, selection for training cours- 
es, incentive awards, transfers, dismissals, 
etc., including an obligatory “summing 
up of opinions” at general meetings. 

“Journalists are warriors on the 

party's ideological front," Batmonh de- 
clared at a meeting with media workers, 
including the editor-in-chief of Unen 
and officials from the State Committee 
for Information, Broadcasting and 
Television. The press, radio and TV are 
“the party’s living link with the people,” 
he said. 

The Mongolian press is currently 
eaturing a number of 
readers’ letters carrying 
ointed criticism of 
ureaucracy and ineffi- 
ciency, and official replies 
to them. But notwithstand- 
ing these and official calls 
for greater openness, basic 
uestions about Mongo- 
lian history and society 
have not yet been ask- 
ed publicly, let alone 
answered, in the way in 
which Soviet newspapers 
are now dealing with the in- 
terests and concerns of 
their readers. п 


of culture. He is also a well-known writer of short stories and a poet. 


His , Altangerel, is expected politburo, 
which be hae been x full mmber since 1981, bet he bas hed io а-аа 


concurrent duties as 


boss of Ulan Bator. 


believe may possibly be promoted in the near future to 
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Meanwhile, Col-Gen. Bugyn Dejid, who is a member of both the 
awarded 


and the party secretariat, was 
for his services to the - 
rity who, via the 


2 medal on his 60th 


Se Semen mari 


ee ceto 
rose to become one of the country’s top five leaders just before the Mongolian 


Party Congress a year ago. 


— Alan Sanders 





Innovative and technically leading 


Equipment forthe . 
most exacting demand 
Worldwide. A chal- ^.^ 
lenge and commitment 
we accept. Innovation | 
our answer. Our posi- 
tion: at the top end oft 
technology market. 
This makes us partners. 
with all those who are 
investing today to ensure 
that they will still have 
the competitive edge | 
tomorrow. 


mannesmann technology 


Mannesmann Demag AG 
Postfach 1001 41,D-4100 Duisbur 


























hose who take а sufficiently 
intelligent and close interest in 
: Hongkong's affairs to read the editorial 
- columns of the REVIEW and The Asian 
Wall Street Journal, will in recent 
onths have formed the impression 
hat Hongkong is living in a dream 
rid in which current economic suc- 
ss conceals inevitable bankruptcy in 
997; that the British Government is so 
)bsessed with the need for a quiet life 
hat it wishes to deliver an anaesthetised 
d emasculated Hongkong into the not 
so tender care of the Chinese Com- 


























ent cynically promised autonomy and 


ichieve a stranglehold on Hongkong, 
d that the establishment in Hongkong 
busy bolstering the credibility of this 
‘us, knowing that they will be in Swit- 
zerland or Southern California when 
he illusions are shattered. 
Furthermore, it has been argued, 
nce sovereignty reverts to China, it will 


junist Party; that the Chinese Govern- ` 


inuity when it intended all along to’ 





imply impossible for the Chinese | 


to shape its own destiny 


Government to tolerate the con- 
tinuance of crucial aspects of Hongkong 
life because they are communist, ab- 
solutist, compulsive interferers — jeal- 
ous of Hongkong's success. 

I believe that this picture is inaccu- 
rate and that a more accurate one needs 
to be drawn — particularly as we enter 
the crucial phase of debate marked by 
the Hongkong Government's publica- 
tion of the Green Paper on develop- 
ments in representative government on 
27 May. The elements of analysis most 
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Richard Margolis was deputy. poli- 
tical adviser to the Hongkong Gov- ` 
ernment between July 1981 and 
May 1986 and currently general 
manager of Peter G. Wodtke (HK) 
Ltd, a merchant banking and finan- 
cial-consultancy company. The 
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notably absent from recent comment 
have:been a serious examination of the 
internal and external factors which 
underpin Hongkong’s astonishing post- 
war success story and an examination of 
how far Sino-British negotiations — 
which led to the signing in 1984 of the 
Sino-British Joint Declaration on 
Hongkong's future after 1997, when Pe- 
king resumes sovereignty — have al- 
tered the equilibrium. 

Because Hongkong is technically a 
British colony and because its constitu- 
tional documents are the product of a 
bygone era, it is easy — but wrong.— to 
call Hongkong s administration colo- 
nial. It is also easy — but, again, wrong 
— to assume that the Hongkong and 
British governments really do possess 
and use the power which is accorded to 
them on paper. Such assumptions have 
as much validity as assuming that, be- 


cause the queen is required to write “La 
'Reinele veult” in Norman French on an 


Act of Parliament before it can become 
law, Elizabeth II enjoys the same power 
as William the Conqueror. 

Hongkong’s success is built on confi- 
dence, The two essential ingredients of 
confidence аге credibility and durabil- 


„| ity. By credibility, I mean the ability of 


everyone in Hongkong to make certain 
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We have tennis courts as well as an outdoor swimming pool. And theres a 
range of fine restaurants, both western and и that take pride in their culinary 
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We have the edge on other hotels in Hong Kong. 


The harbours 
edge. Where Hotel 
Victoria reigns sup- 
reme. With rooms that 
start from the 26th 
floor upwards. Com- 
| manding spectacular: 
sea-views from three 
sides. — | 

Our choice of | 
rooms includes sumptu- 
ously appointed.corner 


suites, and penthouse suites ith менуи terraces. Tide an are palsy two floors reserved for those 
~ who wish to enjoy the private lounge a other privileges of our ‘Dynasty Club’. 
Furnishings are luxurious and in the latest style. And our facilities cannot be 
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basic assumptions of restraint 
and discipline on the part of 
those who hold power over 
them. 

Hongkong has enjoyed this 
credibility without any of the 
trappings — in the form of elec- 
tive systems — which are usually 
Mi odes as indispensible for the 
achievement of control over the 
wielders of executive power. Its 
ability to do so has depended on 
the constitutional link to Bri- 
tain, whose own system, based 
heavily on customary and con- 
ventional constraints, has pro- 
vided the ultimate guarantee 
that Hongkong governors would 
not exercise the dictatorial pow- 
ers they enjoyed on paper. 


T system is not perfect — 

no system is. But Hong- 
kong’s post-war growth from a 

ruined trading post to one of the leading 
manufacturing, trading and financial 
centres of the world could not have been 
built without the foundation of decent 
administration and respect for basic 
individual and collective rights that 
Hongkong has enjoyed by virtue of 
its connection with Britain, but which 
the formal facts of Hongkong’s colo- 
nial status do not even begin to de- 
scribe. . 





The equally necessary assurance of 
durability has had little to do with 
Hongkong's ties to Britain and every- 
thing to do with Hongkong's relation- 
ship with China. Britain's ability to 
force China to accept that Hongkong 
should remain a separate entity disap- 
peared with Britain's exhaustion after 
World War II. Hongkong is physically 
dependent on China for much of its food 
and drinking water. 


€ Just as the credibility of . 
Hongkong is obscuged by 
some archaic colonial 
camouflage, so the fact of 
China's approval of 
Hongkong's separate system 
is ой by the formal 
requirement for China to deny 
the validity of the unequal 
treaties. 9 


Just as the credibility of Hongkong is 
obscured by some archaic colonial 
camouflage, so the fact of China's ap- 
proval of Hongkong's separate system is 
obscured by the formal requirement for 
China to deny the validity of the un- 
equal treaties. Hongkong's period of 
greatest growth and success has coin- 
cided almost exactly with the existence 
of the People's Republic of China, 
which is in theory irredeemably hostile 


‘to the formal basis for Hongkong's exis- 


tence as a separate entity and which is 
committed to an ideology incompatible 
with the aggressive free enterprise of 
Hongkong. 

What has prevented China from 
exercising the permanently available 
option of forcibly reintegrating Hong- 
kong into the mainland has been a bal- 
ance of advantage which has made it 





PFC International Portfolio Fund and Wardley Japan Trust 


he PFC International Portfolio Fund is a unique investment concept 
bringing together some of the best funds and managers available in Hong Kong 
and offering three investment strategies. 







One of these, the Specialist Growth Fund, is invested in a wide range of 
international equities and has shown an increase of 12896* since launch in 
April 1985. 


The Wardley Japan Trust has contributed to this by providing a valuable 
strategic investment in the Japanese market. Wardley Investment Services Ltd. 
are one of the leading fund managers in Japan and the region and together with 
the PFC Specialist Growth Fund aim to provide long term capital growth. 









To take advantage of this impressive blend of funds, complete and return the 
coupon below. 


* Figures from SCMP bid to bid. 
units in these funds can go down as well as up. Wardley: member of the HK Bank Group. 








Mr. David Wilkie or Mr. Vincent Chan 
Personal Financial Consultants Ltd. 
1301 World Trade Centre 

Causeway Bay, Hong Kong. 

Tel.: 5-8908448 
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ОМ сопотісаћу and politically pre- 
ferable for China to abstain from so 
doing. Е : 

What then was the real effect of the 
* Sino-British negotiations and the joint 
declaration? They have altered the cre- 
‘dibility side of the equation, not the 
| durability side. Hongkong will always 

| Бе dependent on China's goodwill. 

| "There are no particular reasons for sup- 
posing that the balance of economic ad- 
vantage will alter so radically that China 
| would be likely deliberately to destroy 
Hongkong's separate existence. 

Reformers and conservatives alike in 
China have invested virtually all their 
political capital in delivering on the 
promises of better living standards in 
Order to regenerate the basis for the 
communist party's monopoly of power, 
| Which was so badly undermined by the 
failures of the Cultural Revolution era. 
Now that the wounds to China's na- 
tional pride have been healed by the 
joint declaration, the economic advan-. 
tages which Hongkong brings to China 
assume a new and significant political 
dimension. 
The real price which Hongkong has 
to pay for the joint declaration is that it 
can no longer receive free of charge the 
assurance of tolerable standards of gov- 
ernment which the link of authority to 
Britain has provided, since the joint 
declaration is founded on the premise 
that all links of authority with Britain 
must be cut in 1997, Without making 
any value judgments about the system 
in China, it is a fact that the whole his- 
tory and tradition of government in 





China — impetial; republican and com- 
munist — is quite different from the Bri- 
tish-inspired, common-law based sys- 
tem which exists in Hongkong. 

Hongkong will therefore have to 
bestir itself in a way it has never previ- 
ously needed to do in order to ensure 
that the same standards are maintained 
after 1997. Some of the time and energy 
previously devoted to business will have 
to be diverted to this task. 






T. new political arena will no doubt 
attract people with questionable as 
well as honourable motives. This is a 
pity, but it is not the end of the world. 
Those who suggest that, since benevo- 
lent bureaucratic dictatorship has 
served Hongkong well in the past, it 
can do just as well in the future are, in 
my view, guilty of a fundamental error 
of judgment. This argument ignores 
the fact that it is ultimately the benevo- 
lence and not the dictatorship which 
has made Hongkong successful. 

Exactly what set of arrangements is 
best suited to the task of replacing that 
which the severance of ties with Britain 
will take away, I for one do not know. In 
any case, since I am not yet a Hongkong 
belonger, it would be unseemly for me 
to dish out my own recipe. But I think 
that a number of spegious arguments 
have been deployed during the debate 
on this subject. 

Democracy, however you define it, 
is not a magic system, imbued with mys- 
tical wisdom. All systems of govern- 
ment have to meet two conflicting re- 
quirements: governability and rep- 








:duces absolutism; total representativity 












































resentativity. Total governability pro- 
produces anarchy. 

An elected legislative assembly with 
a credible claim to represent the views 
of the population, but which is also cap- 
able of agreeing with the government 
consistently enough to pass laws, vote 
budgets and generally conduct the busi- 
ness of government is the only satisfac- 
tory compromise anyone has yet pro- 
duced. The crucial factor is that the 
mandate of such an assembly should be 
of sufficient quality to fulfil the promise 
in.the [em declaration of answerability 
to the legislature by the executive. 

Direct elections do not of themselves 
guarantee a high quality mandate — 
witness the fact that no British govern- 
ment since 1945 has achieved a majority 
of the popular vote. Nor do direct elec- 
tions inevitably mean political parties 
and adversarial politics. Political parties 
are part of the power-broking structure 
їп Western democracies, especially 
where executive and legislative powers 
are not separated and where the reins of 
executive power are given to the major- 
ity party. 

No one has seriously suggested that 
the reins of executive power.should be 
tossed into the political arena in Hong- 
kong, and it is difficult to see what use- 
ful purpose political parties would 
serve. Factions within the legislative 
council are not political parties. 

The area in which the credibility and 
durability sides of the equation overlap 
is that of managing the relationship with 
China. This is perhaps the most impor- 











tant task which. Hongkong people will 
have to take over from the British, who 
have done it on their behalf until now. 

What are the lessons to be learned 
from analysing the way this has been 
done for 38 years? Hongkong has in fact 
had to pay a remarkably small price for 
being a defenceless speck on China’s 
coastline. Managing the relationship is a 
judicious mixture of taking care to ar- 
range Hongkong’s day-to-day affairs in 
a way which does not cause gratuitous 
and unnecessary offence to China and, 
at the same time, pointing out firmly but 
politely: where the acceptable limits of 
Chinese Government action in Hong- 
kong lie. 


ritish officials had no mandate from 
Hongkong to undertake this task. 
| What was'said had an impact simply be- 
cause there was someone here prepared 
to say it. A directly elected system will 
not fill the metaphorical revolvers of 
those who take over this task with magic 
bullets. However, without a system 
which gives these people some credible 
mandate, they would be most unlikely 
even to transmit the necessary messages. 


Hongkong's. interests are not well. |. 
served either by those who prostrate : 


themselves -before China and tell 
China's leaders only what they wish to 
hear, or by those who believe that. we 
should charge at the Chinese Govern- 
ment head-on and try to cudgel them 
into living up to their promises. Chinese 
leaders have to be persuaded of the wis- 
dom of granting real autonomy to 
Hongkong — persuaded that they have 








nothing to fear from trusting Hongkong 
people to manage their own affairs and 


persuaded that obsessive concern with 


sovereignty, when the question has al- 
ready been settled by the joint declara- 
tion, damages their own interests and 
credibility. 

To accept the need for persuasion on 
these important issues does not mean 
that those charged with this task in the 
British. and Hongkong governments 
have capitulated for the sake of a quiet 
life with China. There is no more impor- 
tant issue in Sino-British relations than 
Hongkong; Britain's economic interests 
in Hongkong are greater than in China. 
The idea that Britain wishes to sacrifice 
Hongkong on some larger altar of Sino- | 
British relations is therefore a myth. 

I do not believe that there is any jus- 
tification for claiming that Hongkong is 
doomed to fail. Nor do I believe as an 


: article of faith that Hongkong's transi- 


tion to its new status must automatically 
succeed. It is in many ways to Hong- 
kong's advantage that none of the 
ready-made decolonisation solutions 


` can be taken off the shelf and applied to 


Hongkong. 

This obliges all concerned to think 
clearly and analytically about Hong- 
kong's needs. Prejudice — whether 
rooted in histogy, ideology or personal 
experiencé — received ideas and rigid 
adherence to poorly defined abstract 
concepts will! get us nowhere. Hong- 
kong people have more power to shape 
their own destiny than they perhaps be- 
lieve. The opportunity to do so should 
not be passed up. п 




















though at least two other names are 









| Khan: front runner. 
PAKISTAN 
The plum job 
in the cabinet 


Three in the race to 
become foreign minister 
































By Husain Haqqani in Islamabad - 


Ithough Sahibzada Yaqub Khan's 
candidacy for the top job at Unesco 

has not yet been officially announ 
ed, the race to succeed him.as Pakis- 
tan's foreign minister has already be- 
gun. 
Prime Minister Mohammad. Khan 
Junejo is likely to choose Khan's succe 
or from a short list comprising a 
general, a former ambassador to t 
UN and the current mi nister of state for 
foreign affairs. | 
Unesco’s current difedtorqehérdl 
Senegal's Amadou. Mohtar M'bow, has 
left the field wide open saying. he 
would not seek re-election in Novem- 
ber. 

While several leading personaliti 
from the West and the Third World, | 
cluding Asia, have shown interest in the 
job, Khan is. considered the front run- 
ner, as the consensus among member 
states is to seek M'bow's replacement 
from Asia. 

Pakistan has secured the support 
of many Islamic countries and the US 
for Khan's candidacy. Although Wash- 
ington withdrew from Unesco in 1985, 
its backing is considered crucial as many 
member, states want US financial sup- 
port to Unesco restored. The election 
of a pro- Western director-general could 
pave the way for the revival of US mem: 
bership. 

Irrespective of the Unesco race, 
Khan’s departure from the. Foreign i 
Ministry is imminens. Zain Noorani, the 
minister of state for foreign affairs, is 
the leading candidate to succeed Khan 





















ministries, preferring to wait for a 
vacancy in the foreign-affairs portfo- 





_ Tf appointed full minister, Noorani 
will be the first politician to head the 
Foreign Ministry. since Zulfikar Ali 
Bhutto, resigned from then president 
Ayub 'Khan's government in 1966, 
Since then, Pakistan’s foreign ministers 
have either been career civil servants 
, Khan's case, а retired general 
ned ambassador. ^  -— 
Som fluential. Pakistanis claim 
foreign policy is too complex to be run 
a politician, leading them to suggest 
ativ Noorani. In. a recent 
orial, the Lahore English daily, The 
ion supported the appointment of a 
r ical foreign minister with pre- 
us diplomatic experience. The news- 


sually strong. statements against 
India, saying his record as a hawk could 
impede progress in the normalisation of 
lateral ties. 


oorani's critics have put forward 
the name of Iqbal Akhund, a former 
bassador at the UN and one-time 
special representative in Lebanon for 

е UN secretary-general. Apart from 
his diplomatic credentials, Akhund's 
ethnic background is said to be his 
major advantage. Like Junejo, Akhund 
is a Sindhi and his appointment could 
help refute criticism of Punjabi domina- 
tion in government. Noorani is also 
from Sindh but his Gujarati-speaking 

family migrated from Bombay after 
artition in 1947. 

Khalid Mahmud Arif, a retired gen- 
eral and protégé of, President Zia-ul 
Haq, has also been mentioned as a po- 
tential foreign minister, though Junejo 
is unlikely to support an ex-general for 
the high-profile civilian job. Arif's qual- 
ifications derive from his former role as 
chief of staff in the martial law secretariat 
where. he routinely supervised the 
Foreign Ministry. 

c Akhund and Arif are not MPs, and 
the inclusion of either in the cabinet 
would require a by-election. Arif would 
also need a waiver from a constituional 
provision that bars government servants 
{тот running for elective office for two 
,years after retirement. By appointing 
either of them Junejo would also risk 
upsetting PML politicians who are al- 
most unanimous in their support for 
Noorani. з 
| The appointment of a. politician as 
| foreign minister; they argue, would in- 
crease international credibility of the 
< Junejo government. As one MP pointed 
' out: "There is no justification for ar- 
© ranging the election [to parliament] of a 
retired bureaucrat or general when an 
elected politician is ready and available 
for the job." 








































































ffers of a cabinet -position: in other” 





per implicitly criticised Noorani for. 














By Shim Jae Hoon in Jakarta 


he death of Muslim leader Daud 

Beureu'eh in the northernmost 
Sumatran province of Banda Aceh on 
10 June marked the closing of an era for 
Indonesia. The lifelong rebel who put 
up a sustained struggle for indepen- 
dence from the Dutch colonialists and 
then for autonomy from the republican 
central government in Jakarta, suc- 
cumbed at 87 to a combination of dia- 
betes and lung ailments that had kept 
him bedridden since 1982. 

Tens of thousands of Acehnese paid 
their last tribute to the man who 
symbolised the region's pride — Aceh 
was the only province that the Dutch 
could not occupy completely in its long 
colonial history in In- 


Proud provincial son 


Daud Beureu’eh, Aceh’s spiritual leader, dies 





dog runs strong in Aceh to this day. 
uelled by Aceh’s fierce indepen- 
dence, Beureu'eh joined the secession- 
ist movement. He and his guerilla army 
descended from the hills in 1962 after 
a nine-year civil. war, through а ne- 
otiated settlement which. spared: him 
rom all forms of prosecution. While the 
late president Sukarno continued. to 
court Aceh Бу calling it “our starting 
capital for the republic," Beureu'eh re- 
tained his close identification: with 
populist causes by'starting new irriga- 

tion projects and building a mosque. 
His relationship with Sukarno's suc- 
cessor, Suharto, was aloof and distant, 
if not hostile. Shortly-before the 1977 
> „election, he was 





donesia. 

A powerful Mus- 
lim ulama (scholar) 
with a nearly mythical 
charisma among his 
people, Beureu’eh 
first rose to promin- 
nence in 1939 when he 
and other ulamas 
formed the Acehnese 
Islamic Scholars As- 


sociation (Pusa). 
While Pusa — a 
secular, nationalist 


organisation — never 
lost sight of keeping 
Aceh's fire burning 
for independence 
from the Dutch, it 
also became a major 
political vehicle 








Beureuh as Aceh s military governor. 


forced Чо take. an 
overseas. medical trip, 
leading to, the suspi- 
cion that the govern- 
ment was removing 
; him from a campaign 
he could have influ- 
enced.agairist the rul- 
ing -Golkar -political 
grouping. — 1f. this 
episode . left him 
soured, his relations 
as well as those of 
Aceh, with the New 
Order regime worsen- 
eds in 41982 when, 
shortly before the 
elections, the govern- 
ment had him flown 
to Jakarta in what 
o many saw as his."in- 





against the tradition- * 
alist, landed elites known as uleeba- 
lang, through whom the Dutch ruled 
Aceh. 

Beureu’eh was іп 1953 the last region- 
al Muslim leader to join Darul Islam, the 
secessionist movement which aimed at 
establishing an Islamic republic. It was 
not just the banner of Islam which im- 
pelled him to take the secessionist 
course — he had wanted a special, au- 


‚ tonomous status for the region which 


played a heroic role in the struggle 
against the Dutch, including the 
Acehnese donations for the first com- 
bat aircraft purchased by the republican 
army. 

And yet, in the view of many 


Acehnese, the newly independent gov- 


ernment they had helped to launch was 
“slighting” them by “treating [the 
province] like a stepchild” in giv- 
ing it so little in the way ‘of bene- 
fits and investment in return for 
the rich natural resources 
away. This feeling of being an under- 





it: took 


ternalexile."- 

What sort of legacy Beureu'eh leaves 
behind for the whole of Indonesia is 
hard to gauge. “He was as.great as Aceh 
itself, the city that financed the repub- 
lic," said Slamet: Bratanata, the former 
mining minister who recalled having 
had a tough time arguing with him to 
share Aceh's resources with the rest of 
Indonesia. *He was against anything 
that was not Acehnese.” — = 

In. fact, some Javanese commen- 
tators believe: that. with his death, the 
grand old man has taken with him. the 
region's stigma as an unrepentent and 
unbending rebel. But despite moderni- 
sation; which broadened the concept 
of Indonesia “asa. unitary state, 
Beureu'eh's disappearance. from the 
stage is unlikely to affect the fierce iden- 
tification with the soil to which many 
Acchnese $ g. "Aceh's spirit of 
defiance мі. with. ог without 

šaid Gunawan Moham- j|. 
r editor ої. Tempo | 
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The power of foresight. 
Worldwide. 


Ina complex world where even the slightest с hange sin ec onomic factors 


can have widespread repercussions, foresight is essential. 
As the top-ranking European bank fi rmly established among the world’s 
leaders, BNP puts its intimate knowledge of world economies to work for you. 
With offices in 76 countries, BNP monitors international markets 24. hours 
a day, gathering and analysing up-to-the-minute data to keep you fully abreast of 
market changes. With a specialized teleprocessing network and one of E ;urope's 


most advanced trading rooms, BNP offers clients the advantage of a constantly 





updated, clear and precise market reports to help 








them determine the right moment to act, in Europe... 


2nd throughout the world. 
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WENT FROM MINI TECHNOLOGY TO MICRO TECHNOLOL 
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WJUST 20 YEARS? DAEWOO THAT'S WHO! 


In 1967 when the mini was big, Daewoo humbly began its information transmitting microchips, from aerospgce and automotives — 
edes With a small investment in the garment business. to VCRs. By constantly expanding its range of expertise, Daewoo 

Twenty years later, Daewoo has grown into one of the world's most has reached the point that no manufacturing or technological 8 

sified and dependable suppliers, producing everything from challenge is too large or sophisticated for it to handle Why not let. · Е. 
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- Live the legend in Bangkok. 
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THE ORIENTAL 





BANGKOK 


From its privileged position on the 
River of Kings, The Oriental Bangkok 
has watched in stately splendour 

the parade of history passing 

through its doors. 

For more than a century we have 
provided monarchs, dignitaries, artists 


MANDARIN ORIENTAL 


and writers, as well as distinguished 
world travellers with the elegant 
grandeur and discrete personal service 
that has earned us the reputation of 
the finest hotel 

in the world. The legend. 

Where greatness has come to stay. 


THE WORLD'S FINEST HOTELS 



































@ THE US does a better job than Bri- 
‘tain in the democratic duty of ensuring 
its citizens’ right to vote, particularly 
those of residents abroad. Finally, in the 
recent election, a Brit who quit British 
| shores less than five years ago was al- 
lowed to exercise his birthright, but 
thóse who went abroad earlier (no mat- 





| ter whether he or she pays taxes, na- 


tional insurance, owns property or takes 
гап average interest in British politics) 
remain disenfranchised: Perhaps mem- 
ories of the part the armed forces’ 
vote played in unseating Churchill in 
1945 run deep within the Tory consci- 
ence, though a moment's thought would 
persuade them that a large majority of 
expatriates would be likely to support 
the Conservative ticket. : 

1 would certainly, given a chance, 
havé voted for Maggie Thatcher. The 
Alliance was an electoral mess and the 
defence and social programmes of 
Labour obviously disastrous. More- 
over, the Kremlin's new series of initia- 
tives on nuclear disarmament have 
proved yet again Moscow responds to 
strength’ (Berlin, Cuba, Afghanistan 
and Vietnam suggest that weakness: in- 
vites aggression). Also the freckled 
Welshman, Neil Kinnock, so cynically 
adopted’ the worst "sell-your-image- 
as-packageq-for-television" techniques 
that he deserved his thumping defeat. 
Trouble is, he did well enough person- 
ally as to make the emergence of a credi- 

| ble opposition. merging the liberal wing 
of Labour, the Social Democrats and 
the Liberals into a.credible alternative 
government, even less likely. 

© HOWEVER, as Thatcher goes 
about completing her economic ends, 
she must realise that Labour’s victories 


in Scotland and Wales меге not due to 


ideological differences, but were mainly 
protest votes against Anglo-Saxon at- 
titudes and economic domination. A 
swift devolution giving real autonomy 
to both Scotland and Wales would re- 
turn those countries to their traditional 
„liberal majorities апа could lay the 
foundation for a similar solution for Ire- 
land in the future. It would also help to 
give the English electorate a fairer and 
more relevant choice. | ; 
Such a devolution of power might 
give her the political’ foundation she 
needs to help stiffen her and her govern- 
ment's sinews into insisting on keeping 
promises she and her ministers have 
"made repeatedly — that London would 
insist оп the further development of 
оге" representative government in 
Hongkong. Those pledges are being 
cynically broken іп a mean and dishon- 
‚ est conspiracy to evade any real consul- 
| tationgpf the people of Hongkong. It all 
:seems fight out of Maggie's character. 
|, Although the whole election lasted 
less than a month, boredom was rife, 
and party political programmes which 
replaced TV soap operas were bitterly 











resented. Just think, we've still 18 
months to go before the US chooses its 
next president! 

* READERS will find, on page 55 
of this issue an article by John Mulcahy 
about Singapore's recent move to open 
its bond market to domestic investors. 
Originally it had been planned to pub- 
lish this last week, but as we moved to- 
wards press time, another, more topical 
item arrived and anyway Mulcahy said 
that he would like a chance to update his 
bond story. So, we “pulled” the bond 
market story and ran the other. Unfor- 
tunately, no one remembered that the 
Mulcahy story had been among the 
headlines featured on the top right- 
hand corner of the cover, with the title, 
“Bonds for Everyone.” 

So far none of our hawk-eyed read- 
ers appears to have noticed that the 
cover featured a title not to be found 
within the issue. However, it so hap- 
pened that the only other Singapore 
story in the issue in question concerned 
the confessions of the alleged Com- 
munist conspirators, detained by the 
Singapore Government and accused.of 


using the Roman Catholic church 10, 


further their Marxist conspiracy. It thus 
seemed possible that someone would 
conclude that the title on the cover re- 
ferred to this piece, implying that Singa- 
pore was manacling its entire popula- 


tion. Thus this explanation, which I 


trust will save James Fu, or another 


Singapore civil servant, the time and the. 


trouble expended in writing us yet 
another letter pointing out that a com- 
paratively small number ate in bonds. . 
@ IN another recent. issue of the 


REVIEW (11 June), we gave space to the. 

remarks by Singapore's Trade and In-. 

dustry. Minister, Lee Hsien Loong, 
г about the restrictions Singapore places 


on media freedom at the 40th World 


| Congress of Newspaper Publishers held 
in Helsinki last month. Purely in a- Sin- 


gaporean spirit — adherence to the 
principle of the right to reply — it 
should be reported that Robert Keat- 
ley, former editor of the. Asian Wall 
Street Journal and present editor of the 
European edition, made a speech rebut- 
ting the points made by Lee Kuan Yew's 
son. Describing as “preposterous” the 
charge that the Journal is meddling in 
Singapore's domestic politics and re- 


cording that about 25 letters from Singa- 


pore bureaucrats had been run over the 
last couple of years, Keatley had this to 
say about publishing in the region: 
*In some ways, what Singapore is doing 
to the Asian Journal isn’t unique. Dur- 
ing my tenure in Asia, we often had 
problems with governments. Almost al- 
ways, no matter what they called it, the 
basic problem was that our stories were 
too accurate — not that they were false 
or distorted the facts. ji 
About the time of the 1980 coup in 
South Korea, for example, the govern- 















ment imposed heavy.censors 
sors for a time apparently couldn't rea 
English, but they could recognise th 
word Korea-and the name Chun 





Then they got more sophistic 
Only so-called offensive passages ` 


t 

t the [Sc 

omy be shot by : 
From time to time, 

expelled, newspapers ban 

or their distribution. 

sid, Thailand, Taiwan, Sout 

donesia or the Philippi 














Singapore, in all Soi 
not have such difficult 


‚ But clearly times have changed. 


This. shows that arbitrary and re 
tive actions remain a possibi 
too many nations of the : 
world for those international ne 
papers which circulate th nd 
try to maintain standards 
and independence, which we 
take for granted elsewhere. Thi 
litical reality, and a business reality 
which cannot be ignored.’ B 
© WE are all human, including јох 
nalists and Singapore officials, and al 
can make mistakes. Some people 
parently enjoy witnessing. the 
ishment of errors. One semiconducto 
firm in. Malaysia decided -to organ 
an open-air picnic offering h 
cooked food, fun and games. 
funds for a local charity. The ente 
ment offered, according to the ci 
letter, included water balloon, thr 
coconut, lion dances,’ martial arts 
play, handicapped at work, cultu 
dances and lots more. And to enliv: 
the afternoon’s jollification further 
flier added: The Prison Dept. 
demonstrating whipping with rotan 
mock hanging which one can relate 
reading the newspaper of today. — 
Well, each:to his own form of plea 
sure, and certainly the programme 
likely to help the audience relate 
treatment being meted out to the n 
papers and other media of toda 
@ ANOTHER item in the Ind 
Times recently reported an archaeo| 
cal find — drawings in charcoal on th 
walls of caves in Malaysia: 















1,500-YEAR-OLD DRAWINGS FOUND. 
IN MALAYSIAN CAVE 


KUALA LUMPOR — Malaysians digging for bat drop. 
pings stumbled upon seven limestone caves with 
ings dating back,1.500 years, officials. at the National 
Museumis were found relatively undisturbed ir a remote 
area near Sungei Siput; about 200 kilometers north of 
Kuala Lumpur. : ; k 



















Aş John Turnbull, who spotted 
item, added, “Where but in a muse 
would officials be found undisturbed? 
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Japan aid on hold 


The coup in Fiji stalls economic assistance to island states 


By Bruce Roscoe in Tokyo 


he drafting of Japan’s new policy of 

stepped-up economic assistance to 
small South Pacific nations has stalled as 
a result of the May coup in Fiji. Tokyo is 
undecided on whether to recognise 
Suva's military government, led by Col 
Sitiveni Rabuka, and is not expected to 
take a decision until some time after 
Australia and New Zealand firm up 
their own stance. 

The coup occurred just as Japanese 
Foreign and Finance Ministry officials 
were melding into policy some of the 
ideas espoused by Japanese Foreign 
Minister Tadashi Kuranari in his 14 
January speech delivered in Suva during 
the ministers South Pacific 
through Australia, New Zealand, Fiji, 
Papua New Guinea and Vanuatu. 

Kuranari’s speech, though contain- 
ing no dramatic policy measures, 
nonetheless indicated a heightened 
awareness of the vulnerability of the re- 
gion as a geopolitical “air pocket" that 
might accommodate more Soviet ges- 
tures for trade, aid and approved dip- 
lomatic representation. “Japan will do 
its utmost to assist in preserving the po- 
litical stability of the Pacific island re- 
gion,” Kuranari said in Suva. 

Japan has shared US worries over 


Fiji’s Indian 
rubber stamp? 


By Hamish McDonald in Sydney 


Е! Governor-General Sir Репаіа 
anilau has proposed a “constitu- 
tional” way of buttressing ethnic Fijian 
wer before a return to contested par- 
iamentary elections, essentially by ask- 
ing people of Indian origin to acquiesce 
in their electoral handicapping. 

In a national radio broadcast on 11 
June, Ganilau said his unconventional 
solution to the political crisis left by the 
14 May military coup in the former Bri- 
tish colony would require “the deepest 
wells of goodwill, understanding and 
faith to be drawn upon.” 

A traditional chief, former army of- 
ficer and deputy prime minister in the 
largely Fijian-based Alliance Party, 
Ganilau asserted a precarious hold on 

litical power soon after Lieut-Col 
ow Col) Sitiveni Rabuka's capture of 
the previous Indian-dominated govern- 
ment, elected only a month earlier. Al- 
though obviously swayed by the Fijian 
nationalist ideals? articulated Бу 
Rabuka, Ganilau was decided on his 
course by reminders from the Supreme 


jaunt: 


fishing deals the Soviet Union has 
struck up with Kiribati and, most re- 
cently, Vanuatu. The specific point of 
concern was that fishing pacts would 
permit shore leave for Soviet crews and 
possibly landing rights for Soviet air- 
craft. Recent moves by Libya to train 
military staff for dispatch to Vanuatu 
has aggravated this concern. 
Washington’s influence in the region 
has been waning. The US is not loved 
for refusing for years to recognise that 
several species of migratory tuna were a 
resource belonging to the islands — at 
least while they were criss-crossing is- 
land fishing zones. Subsequently, the 
row between the US and New Zealand 
over port calls by nuclear-capable war- 


hc 4 
we " 
Fijian-Indians queue to emigrate. 
Court of his oath of allegiance to the 
existing constitution. 

Partly by playing on the immense 
loyalty of Fijians to the British 
sovereign, who remained head of state 
after independence in 1970, Ganilau, as 
her representative, was able to resist 
pressure simply to swear Rabuka into 
‘office. Ganilau assumed executive 
power himself and dissolved parliament 
— though the advisory council he ap- 
pointed to find a political solution was 
filled with Rabuka's sympathisers. 

In his broadcast, the governor-gen- 
eral said his first step would be the ap- 
pointment of an all-party constitutional 
review committee to agree on а “coven- 
ant of national reconciliation" and 
propose constitutional changes. Under 
the covenant, he said, “a formula will 
have been agreed to for a national slate 
of candidates, which as far as I can call 








ships; Washington's refusal to sign the 
South Pacific Nuclear Free Zone Treaty 
(proposed by Australia), and France's 
continued testing of nuclear devices on 
Moruroa atoll in Tahiti, have all but 
erased big Western-power prestige. 

Of the major free-world powers 
which might be called upon to prop up 
the region with economic aid, Japan ap- 
pears best positioned — both for its 
fisheries expertise and its decision to 
boost and untie US-dollar aid. 

Just before Kuranari’s January 
Pacific tour, Japanese Foreign Ministry 
sources said the ministry was planning to 
establish a new post of “councillor in 
charge of the Pacific." The appointee 
would rank as a bureau director-gen- 
eral. Although ministry officials say the 
plan is still being “discussed,” diploma- 
tic observers believe it has been ac- 
corded back-burner status. The new po- 
sition would have required the addition 
of a complement of staff to formulate 
South Pacific policy. 

In late March, the ministry sent an 
aid survey team to Western Samoa, Fiji, 
Vanuatu and Kiribati as a follow-up 
to Kuranari's visit. The mission 
concluded that the island states 
badly needed better telecommuni- 
cations networks, better inter-island 
transport, more tourist dollars and 
more aid for medical, water-supply 
and educational facilities. 

Japan previously afid often has 
been alerted — by Australia and 
New Zealand — to island deficien- 
cies in these areas and called upon 
to lend assistance which would 


on the goodwill and understand- 
ing of the people of Fiji, will re- 
sult in an uncontested election. 
This new House of Representa- 
tives will, as part of the covenant 
of the national reconciliation for- 
mula, lawfully pass amendments 
to the constitution and thereafter 
seek dissolution of the parlia- 
ment.” 

Changes to the existing constitution 
require a two-thirds majority in the 
lower house. The present complex sys- 
tem of racial and “general” constituen- 
cies ges neither the Fijians (46% of the 
715, population) nor the Indians 
(49%) assurances of more than a nar- 
row simple m ‚ һ until the 
April elections the Alliance Party under 
Fijian high chief Sir Kamisese Mara 
held continuous power. Ganilau gave 
no idea of the kind of that might 
be proposed, though to satisfy Rabuke 

the Fijian chiefs they would pre- 
sumably need to ensure a perpetual Fi- 
jian majority in parliament. 


Gin the necessary “fai® and 
understanding" for an uncontested 
election would still seem to require 
great persuasive powers. A protest 
shutdown by Indian shopkeepers and 
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sland: g 
as economic units, Re- 
sponses from Tokyo aid officials, how- 
ever, have been limited by policy con- 
straints. -Per capita income of some is- 
lands, for instance, hasdisqualifiedthem 
as recipients of Japanese aid. 

Japanese officials also say that, on a 
per capita basis, Japan gives more aid to 
. | the South Pacific region than: to any 

_ | other — though the sums figure this way 
| because of the tiny island populations. 
As a percentage of total Japanese aid, 
the region still counts for less than 1% 
and this is shrinking: as Japan funds 
| more infrastructure development in Af- 

rica and Asia. 












imilarly, Japan declined to support 
with grants the Forum Line, а broke 
shipping service that sometimes enables 
| the islands to trade regularly. with one 
| another. Grounds cited were that New 
.| Zealand and Australia should give more 
| themselves. as both countries stood to 
benefit most — and much more than 
Japan — from inter-island shipping. 
Translating the March mission’s im- 
pressions into effective policy, there- 
‘fore, would require several changes. in 
Japan’s aid policy, though these are not 
being hurried until the political question 
in Fijtis resolved. 

Tokyo may also need to alter its po- 
licy towards the South Pacific Economic 
Council (SPEC) in order to direct more 
aid to the region. The SPEC would like 
Japan to give priority. to council-pro- 
posed projects, while Tokyo has prefer- 
red private negotiations with individual 





aid recipients. Japanese embership on 
the council would help: coordinate 
Tokyo's aid in the region, even if it were 
not directed through the council. 
Japan's Oceania aid — disbursed to 
Fiji, PNG, Tonga, Western Samoa, 
Kiribati, Solomon Islands, Tuvalu and 
Vanuatu — in calendar 1985 amounted 
to about US$24 million. Figures for 1986 
have yet to be released, though they will 
be higher as many of the projects Japan 





funds require the services and equip- 
ment of Japanese companies, which are 
billed in yen; { 

The need for tourist dollars was 
perhaps the March mission's most perti- 
nent realisation. As New Zealand is a 
major market for Fiji, so Fiji is the 
major market for most smaller states in 
its orbit. Fiji's own political and econo- 
mic. stability is seen as the key to 
broader regional stability. But since the 
Suva coup, the strong flow of Japanese 
tourist dollars to Fiji has stopped. 

Japanese tourist spending in Fiji is 
reckoned by travel-industry sources to ` 
match, if not exceed, official Japanese 
aid to the country. Japanese arrivals in 
‚ Suva peaked at 12,602 in 1985 and fell 
slightly in 1986 to 11,799. While no fig- 
ures are available for their Fiji spend- 
ing, New Zealand Surveys have indi- 
cated that pne tourists outspend 
Americans bytlouble and British travel- 
lers by four times. 

Most Fiji-bound Japanese travel on 
either Japan Air Lines' or Air New Zea- 
land's Tokyo-Auckland services which, 





until the coup, included a Fiji stop- 
over. п 





businessmen has fizzled out, but reluc- 
" tance among farmers and mill workers 
to harvest and process the vital sugar crop 
shows that many Indians are resisting. 
Some Fijians from the western side 
of the main island Viti Levu, more es- 
tranged from the traditional leadership 
system than others and more inclined to 
accept multi-racial politics, have also 
come out behind ousted prime minister 
Timoci Bavadra. On 4 June, about 500 
‘westerners set out for the small island of 
Bau off the east coast of Viti Levu to win 
support from the elderly Sir George 
Cakobau, а former governor-general 
and one of three paramount chiefs. 
Known for нар чн, animosity to- 
wards Mara, Cakobau had backed 
Bavadra in the April elections. 
The protest convoy was'stopped and 
€ back some 2 km short of A 
goal by young Fijian supporters o 
Rabuka. Another ‘hostile crowd met 
f, naged to 
_| slip around the road block when they 
1. reached the landing for the Bau ferry. 
As an army cordon kept journalists well 
| away? the westerners were given yagona 





= ‚ (kava) and persuaded to go home. 


-. Meanwhile, Bavadra managed to 
leave Fiji to seek an audience with 
Queen Elizabeth in London, to argue 





Australian trade unions, makes some 
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against Ganilau’s right to dissolve the 
old parliament without his advice. In 
this he was unsuccessful: on Ganilau's 
advice, the queen declined to see him, 
and Bavadra had to put his views 
through her private secretary. On his 
way back through Australia, Bavadra 
also failed to see Prime Minister Bob 
Hawke, who pleaded a convention that 
visiting heads of government not be met 
during election campaigns. 

From Wellington, Bavadra put out a 
statement rejecting Ganilau's new pro- 
posals, stating that constitutional 
changes must be considered b ‘the par- 
liament elected on 12 April. Chief us- 
tice Sir Timoci Tuivaga also declared 
that no party could be stopped legally 
from fielding candidates in any election 
that might be called. 

However, the lack of any concrete 
help from Commonwealth friends and 
the lifting of an economic boycott by 


kind of accommodation between 
Ganilau and Bavadra more likely. 
Many Indians have already given u 
their hopes of an equal place in Fiji poli- 
tics. In the month since the coup, the - 
Australian. High Commission in Suva : 
has given out a normal year's supply of 
application forms for migration. — py 

















Su 


and ensure your copy each ee 














REUI I ONC 


Country 
Bruriei 
China 






















1)5$24 50 











































































































india 05824 50 USB46.D0^.- 
Indonesia US$18.00 | Us$3350 
Japan ¥6,900.00 | 442,900.00 
Malaysia M$43.00 МВО 50 
" Nepal 0881950 | UsS3700 | Us 
Pakistán “Rs 240.00 | Алоо | j 
Philippines U8$1500 | USS2ROO 
Singapore 5940.50 557600 
Srilanka _ 09551850 USS34 50 x 
Thailand и552000 | USSISOO | 
Restol Asia US$234 50 USt45 00 
North america. | US$30.00 | US$36 50 




























A$29.00/ ASSE 007 
Australasia N2$43.00 rra 
Eürope, Africa mun 
& Middie East £20.50 £38.00 
Сена M 18$38.50 95772 00 





South America 











S montis 
HK$215.50 





Elsewhere 













Make the Asia Yearbook part of y 
subscription. Simply tick the relevant spe 
the coupon below and automatically ive 
Yearbook. К gives you Asia minus the Vs! 
Minus the myth. А country-by-country su 

Asia. Everything from Finances & Cüurrenck 
Politics and Social Affairs. The only si 
medium of its kind. à 


Rate: Soft cover US$24.95 or HK $195. 
the equivalent in local currency). Add 
Yearbook cost to your subscription rate shi 
above, and send the total, with the comp 
coupon. 


















please add: US$7/MK$55 


Payment of — A 
| (Please print in block letters) 


| Name 























> 








P r eS yy = 











1 rmm RI. "T А d 






































































TREASURE 








Quest for Yamashita's 
hoard still haunts Manila 


By Anthony Paul in Manila 
ast November, amid rumours of an 
imminent coup in Manila, that 
crusader for pet causes, retired US 
major general John K. Singlaub, hit 
town. Some newspapers alleged that he 
had come to deliver a private anti-coup 
message to then defence minister Juan 
Ponce Enrile from President Reagan. 
Other newspapers, especially those on 
the Left, speculated that Singlaub had 
come as a CIA super-agent to give En- 
rile advice on coup-making. 
| Of course, neither story was correct. 
The true story, though, is even more 
bizarre. Singlaub did have a meeting 
with Enrile but not to discuss coups. In- 
stead, Singlaub told the minister that he 
had come to look for Yamashita’s Trea- 


- | sure. Because of the risk involved, the 


| general said, he needed a favour — 
some troops to provide protection. 
Believing that Singlaub was joking, 
Enrile replied: “ГЇЇ give you two divi- 
sions.” But then the minister realised 
that the general was serious. For 
reasons which might never fully be 
_ explained, Singlaub really had come to 
join what is now literally an army of ad- 


| venturers in an unending quest for a 
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" Brad hoard. 


tories of Yamashita's Treasure prob- 
ably began in the Philippines shortly after 
the end of World War II. But the tale ac- 
quired political overtones, even bring- 
ing in Ferdinand Marcos as the main 
character much later. Marcos appeared 
in the story some time between Christ- 
mas 1969 and New Year's Day 1970. 
Then in his fifth year as president, 
Marcos found himself with a very spe- 
cial problem: newspapers in the US and 
elsewhere suddenly were saying that he 


was one of the world's richest men. At || 


the time, the reports were probably pre- 
mature by a few years. 

Nevertheless, Imelda Marcos' Christ- 
mas 1969 gift-buying sprees had at- 
tracted the attention of gossip colum- 


nists. And yet, as Filipinos knew, Mar- ha 


cos' annual salary at the time was only 
US$63,000. The president, nine holes 
through a round on the Malacanang 
Presidential Palace golf course in 
January 1970, called in reporters to ex- 
plain the contradiction. First, he com- 
plained that he was being unduly pil- 
loried by the mass media and the op 
sition for his alleged ill-gotten "E 
Then, according fo a former Mala- 
canang aide, he added: 

“I will admit thatf'm rich. But you 
know, boys, how I made my pile? I dis- 
covered Yamashita's Treasure." 








One of Asia's most intriguing and 
persistent mysteries was thus launched 
on à new, more complex career. To this 
day, Yamashita's Treasure haunts Man- 
ila's politics and imagination. 

Gen. Tomoyuki (‘Tiger’) Yama- 
shita, hanged in Manila in 1946 
for atrocities committed by soldiers 
under his command, was the last Japan- 
ese military commander in the Philip- 
pines. It is rumoured that he was also 
the last Japanese custodian of a great 
hoard of war loot taken by occupation 
forces from Burma, Malaya, and Singa- 


' pore which was sent to the Philippines 


for safe-keeping and mislaid in the final 
fighting. 

In post-war years, reports of the 
treasure surfaced periodically. And 
Marcos’ war record — his official bio- 
graphy, now very much in doubt, claims 
he was awarded 27 medals as leader of 
an 8,000-man anti-Japfnese guerilla 
band — rendered his claim of a secret 
fortune not implausible at the time. 

"It was enough of an explanation, 
anyway, for the pro-Marcos press," says 
a retired editor. Philippines law de- 
mands that 50% of discovered treasure 
be surrendered to the nation. Yet no 
one seems to have inquired too deeply 
into why officials were apparently not 
notified of the hoard's existence. 

Cpponition journalists remained a 
problem, however. In 1975, the San 
Francisco-based Philippines News, car- 
ried a 24-part series about what it called 
Marcos’ “all-consuming lust for the 
ritten by Ste- 


Yamashita Treasure." 






be 


The Japanese advance on Manila; (inset) Yamashita. 





ven Psinakis, a Greek journalist who 
had married the daughter of one of Mar- 
cos' most prominent political rivals, the 
report claimed that Marcos and a mili- 
tary aide, Col Fabian Ver, had indeed 
been seeking the lost hoard since 1963 
— and with some success. 

Psinakis alleged that Marcos' trea- 
sure-hunters had identified 172 sites 
throughout the Philippines where the 
treasure could have been hidden. Much 
of the treasure was said to be in the form 
of gold bars and artifacts. 

According to Psinakis, Marcos, Ver 
and several other Filipino accomplices 
had formed a secret group called 
LEBER, an acronym for Legitimate 
Ethical Business Enterprises Related. 
The president was known by the code- 
name "Charlie"; Ver (who later be- 
came armed forces chief) was called 
"Jimmy." To pinpoint and retrieve the 
gold and “launder” it, the group found it 
necessary to obtain the help of some 
American specialists in such matters. 


n order to continue the treasure 

hunt after martial law was enforced in 
September 1972, Marcos made full use 
of his dictatorial powers. Troops sworn to 
secrecy probed and dug. And when the 
excavations threatened parts of Man- 
ila’s historic 16th century Fort Santiago, 
the president is said to have discreetly 
silenced preservationists. Some sources 
say that he also silenced, presumably 
after they had outlived their usefulness, 
some sources say, the lowly diggers — 
assigned to combat units in the worst 
parts of the insurgency front and quietly 
assassinated if they survived. 

In 1975, several Japanese ships inno- 
cently attempting to salvage scrap metal 
from sunken vessels in Manila Bay, got 
in the way of one stage of the hunt. Mar- 
cos took care of the problem by issuing 
Presidential Decree No. 263. This 
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host showed те a vay уш what ap- 
peared to be a cable to a Manhattan ad- 
dress from a Marcos loyalist offering to 
sell 2,000 tonnes of gold at 2% commis- 
sion. What happened to the deal? *Mar- 
cos said the commission was too high," 
said my host, who then relayed the 
latest Yamashita anecdote. 

It seems that a Japanese company ar- 
rived in Mindanao and set up a plant 
which would experiment with makin 
short, Japanese-style chopsticks wit 
local softwoods. To accommodate the 
assembly-line, the Japanese con- 
structed a large building bisected by a 
floor-to-ceiling wall. The Filipino work- 
ers were kept to one half of the factory. 
The other half was always locked, seal- 
ed off. The Japanese made vague refer- 
ences to experiments with other pro- 
ducts which they felt best be kept a sec- 
ret from competitors. 








stated that, henceforth, his personal ap- 
proval would be needed for any salvag- 
ing operations. 

But was any treasure ever found? 
Psinakis and other investigators insist 
some was. Twelve years ago, the anti- 
Marcos journalist estimated the value of 
gold and other precious metals reco- 
vered and laundered to be a staggering 
US$100 billion. At about the same time 
as the Philippines News disclosures, 
Washington columnist Jack Anderson 
quoted Vortec Philippine ambassador, 
Amelio Mutuc, who confided that 
“more than US$14 billion had already 
been removed from secret underground 
and underseas locations.” 

But the LEBER group may not have 
been the only treasure-seekers. One 
Rogelio Roxas, reportedly following a 
map given to him by a Japanese soldier, 
claimed to have unearthed a gold 
Buddha while tunnelling into a moun- 
tain in Rizal province. The hollow 
Statue, nearly three feet high, was said 
to have had a removable head. Inside, 
said Roxas, he had found gold jewellery 
and precious stones. 

ree days after Roxas told the press 
about his Buddha, men armed with guns 
and official credentials visited him. 
They claimed the treasure for, so they 
said, the government. For years, Man- 
ila's rumour-mill periodically recircu- 
lated repogs that the statue had been 
seen in one or another of the Marcoses’ 
many homes. 

Since Marcos was ousted last Feb- 
ruary,*newspapers have felt free to dig 
more deeply into the treasure story. 
One report had Marcos-linked middle- 
men from Manila and Singapore trying 
— unsuccessfully — to peddle gold 
worth nearly US$22 billion in Australia 
in September of last year. Marcos was 
said to have helped the Japanese stash 
much of the bullion in a cave at the end 
of the war and to have used some of this 
later to finance his political rise. 

At a recent dinner in Manila, my 











































DEVELOPMENT 


Kerek batik 
now in vogue 


By Dede Oetomo in Tuban 


TS the north of the range of limestone | 
hills along northeastern Java lie | 
dozens of rather bleak and arid districts 
m by subsistence peasants. 
erek, 30 km northwest of the histori- 
cally famous coastal town of Tuban, 
would be just another such district were 
it not for the unique type of batik 
crafted in several villages there. 

On the paved road eading to Kerek, 
one notices the coarse batik saro; 
worn by women carrying woven-bam- 
boo baskets — an equally 
coarse batik selendang б shawl-like | 
stole worn over one shoulder). Perhaps 
nowhere else in Indonesia can one find 
this kind of batik — worked on home- 
spun cloth, with bold, brightly coloured 
freehand designs depicting birds, flow- 
ers, and other, more abstract images. 
Other kinds of batik crafted elsewhere 
in Java are worked on refined factory- 
produced cotton or even synthetic mate- 
rial, and tend to use more muted colours. 

No one knows for certain when batik 
was first crafted in the area. Butet K., 
writing about batik-making in Kerek, 
estimates that batik has been made in 
there since the Majapahit era (1293- 
1478). Butet's argument seems to be 
supported by the discovery of designs in 
palm-leaf books from that era that are 
still used; the fact that batik is thought 
to have existed in the Indonesian ar- 
chipelago since then, and Kerek’s pro- 
ximity to Tuban, gne of the major 
Majapahit ports. у, 

What is remagkable about batik- 
crafting in Kerek is that the whole pro- 
cess — growing the cotton, spinning it 
into yarn, weaving the yarn into cloth, 


О пе day, the Japanese manager sud- 
denly called a staff meeting. To the 
startled chopsticks-makers, he an- 
nounced that though the chopsticks 
were selling at a comfortable profit in 
Tokyo, he and his partners were no 
longer interested in the business, 

No need to worry, though. The fac- 
tory was now being given to the work- 
ers. Here wege the ownership papers; 
here also, were all the keys. Sayonara! 
Off drove the Japanese, just in time to 
catch a freighter which hàd docked out- 
side Davao City 24 hours earlier to take 
aboard unspecified cargo. 

The new factory-owners soon reco- 
vered from their shock. Then someone, 
understandably, had a suggestion: what 
was beyond the wall? My host waits for 
an expectant hush. I obliged. 

"Just a very deep hole in the 
ground," my host said. 

Tethered, irreducible facts are prob- 
ably at the core of some of these 
rumours. During the early years of mar- 
tial law at least, Charlie, Jimmy and 
friends certainly seem to have been busy 
using army teams on a hunt for some- 
thing. I have the feeling, though, that 
any details which ultimately emerge, if 
found to be boring, will not be permit- 
ted to get in the way of the continuing 
saga of the Japanese treasure. 

From time to time there arise in a 
country stories for which the facts are 
widely held to be inconvenient. In this, 

the Philippines is not alone. 
Despite persistent diggers, the site of 
King Arthurs Camelot is probably 
nowhere to be found. There probably 
was only one gunman who shot Ken- 
nedy in Dallas. Australia's superhorse, 
Phar Lap, probably did die of mundane 
illness rather than poison administered 
_ | by perfidious Yanks. We now know for 

certain that the Great Wall of China 
|| cannot be seen from the moon — but 
| the story persists. More and more, 
| Yamashita's Treasure looks like one of 
those tales that generations will simply 
not let go. 
























































































































































































*\* making the dyes from certain plants 
* | Xsuch as indigo to get the colour blue, or 
soga, another vegetable dye, to get 
brown), and working. and dyeing the 
cloth into batik — has usually been car- 
ried out by women within a single family 
or household. They work on each piece 
of cloth collectively, in between plant- 
ing, harvesting, and carrying out other 
- | tasks involved in subsistence dry-field 
_ farming, the major source of livelihood 
for the whole community. 
Traditionally, batik was never a 
commodity, but something to be worn 
_ | by women of the same households that 
. made it. It is still valued as material 
_ Sturdy enough to wear while working in 
the fields. Moreover, some prized 
d pieces were often handed down as 
| cherished heirlooms. 
| . However, this has been gradually 
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| changing. Today when people need 
_ extra money, they take a piece of new or 
| used batik to the marketplace in Kerek 
village, the centre of the district, on 
Mondays and Fridays, market days for 
the surrounding area. There they go to 
| old Paidjan. His stall is well known 
| among local women as a place where 
| they can buy or sell batik at a reasonable 
| price. Paidjan symbolises the old days 
_ when batik pieces were not really a trad- 
_ ing commodity. 
.  Kerek's unique batik has attracted 
| the attention of folk-art collectors in the 
-| major urban centres. There have been 
- successful exhibits in Jakarta, Solo and 
n akarta in the past few months. 
| Collectors of traditional textiles — In- 
donesians and expatriates alike — in- 
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Dawn on six years’ experience 
working in Japan, Dorothy Stroup 
has written a fictionalised account of the 
hibakusha, the survivors of the atomic 
bombing in 1945. Surprisingly, the 
novel is not a morbid eulogy for the 
dead nor a preachy anti-war tract. On 
the contrary, Stroup's story is about 
hope and the vitality of the human 
Spirit. 

Her heroes are Japanese women: 
mothers searching through the ruins of 
Hiroshima city for the remains of their 
' children vaporised in the initial bomb 
blast; wives waiting years for the return 
of*their soldier-husbands from China 
and from Soviet lgbour camps in 
Siberia; a middle-aged Japanese lady- 
„| turned-handicraft entrepreneur, who 
: figures out ways to survive in a ruined 


























trigued by what they saw at the exhibits, 
have become a common sight at the vil- 
.lages where the batik is made. Although 
the women of Kerek have been known 
to resist producing their batik for the 
sake of profit or modifying the designs 


they are accustomed to, they are be- 
coming increasingly aware of the money 
they can make by selling their batik to 
the tourists who come in search of new 
or antique cloths. > 


Tue big-city collectors buy Kerek's 
batik merely as exotic curios or sam- 
ples of folk art, never as something to be 
worn. Other urbanites, who would 
perhaps find the batik too coarse to 
wear, have used it as ornaments. There 


Inthe shadow of Fat Boy 


In the Autumn Wind by Dorothy Stroup. Charles Scribner's Sons, New York. 


city and subsequently thinks up money- 
making ventures to produce livelihoods 
for maimed and starving families. 

Just as the Oscar-winning film Pla- 
toon immerses its audience in the 
realities of fighting the Vietnam War, Jn 
the Autumn Wind vividly details the 
lives of the members of a Japanese fami- 
ly during World War II in Hiroshima. 
The story is about non-combatants, 
women and children waiting at home for 
the return of their husbands, sons, and 
fathers fighting for the Japanese Impe- 
rial Army in China and the Pacific. Ex- 
cept, in this case, the homefront was vis- 
ited by a horror previously unknown to 
combatants and non-combatants alike 
when the US dropped the atomic bomb 
on 6 August 1945. 

In the Autumn Wind is about Japan- 





are local entrepreneurs who see the 
business potential in the batik. Mrs 
Zainab, a middle-aged devout Muslim 
in Tuban, provides all the necessary raw 
materials Е certain women in Kerek 
and pays them, often with rice, the 
staple food that is sometimes preferred 
Over money as payment, to make batik. 
She then sells it at her shop or supplies 
art dealers in the major urban centres 
or, so she says, even from overseas. 
Zainab insists that her batik cloths 
are much better than those produced 
without her patronage: they are dyed 
better and use wider material, she 
claims. Zainab has also persuaded the 
women to make batik tablecloths and 
pillowcases, which were not originally 
produced in Kerek. She seems to be 
mee a handsome profit over what- 
ever she spends on the raw materials 
and the fees for the Kerek women. 
Rokayah, a young Kerek woman from 
the village of Margorejo, has been ad 
enough to bring her batik-making skills 
to the attention of people beyond Tuban. 
She also acts as a go-between, coordina- 
ting the batik-making work of other 
women in the village and selling their 
finished cloth to outsiders who wish to 
purchase a large number of batiks for 
exhibitions or other purposes. Rokayah 
receives a certain percentage of the profits 
in exchange for her role as go-between. 
She insists on speaking Indogesian, not 
Javanese, with outsiders, and she has a 
citified accent, no doubt a result of her 
contacts with the outside world. Some 
of her fellow villagers, on the bther 
hand, can barely even count in Indone- 


ese recovering from defeat, their lives 
unavoidably linked with the American 
victors. Stroup, an American who 
taught for three years in Hiroshima, has 
tried to capture how the Japanese feel 
about the nuclear holocaust inflicted 
upon them. Chiyo Hara, a housewife 
and the major character in the novel, 
graduated from an American Christian 
girls school in Hiroshima, and her 
daughter returns to the same girls' 
school after the war. Her surviving son 
succeeds a decade later in winning ad- 
mission to Tokyo University, Japan's 
best, but then is badly injured in a Zen- 
gakuren radical student demonstration 
against the US-Japan Security Treaty. 


ү family and their neighbours, * 
despite the most harrowing adver- 
sity, stick together and help each other 
out. As Hara's brother says with bitter- 
ness at one point: 

““We're on this earth to helpour fellow 
man, not destroy each other. Isn't that 
what your Christian Girls' School taught 
you?' He knocked ash out of his pipe. 
"They taught you that, then they dropped 















sian, an indication that their exposure to 
formal education has been minimal. 

The organisers of the exhibits in the 
big cities have doubled the batik prices, 
passing the additional profits back to 
the producers. A high-quality piece of 
batik may need to be dyed 15 times, tak- 
ing a whole month to complete. Thus, a 

iece of sarong material that costs Rps 

,000 (054.80) in Kerek would be sold 
for Rps 16,000 at the exhibitions. In 
Kerek, the woman who makes the batik 
would only receive about Rps 2,000 pro- 
fit for her many hours of labour. She 
normaily spends Rps 3,000 on the cloth, 
Rps 1,000 on the wax, and Rps 2,000 on 
the dyeing. 

The exhibitions have made many 
Kerek women rather heady with the 
pros of making money on an item 
кору considered rather ordinary. 

oday they are often not as patient in 
carrying out the entire process them- 
selves. Some sort of division of labour 
has taken place: yarn, cloth, and dyes 
are made by separate families and can 
be purchased at the marketplace. While 
this had been going on before the wave 
of interest from the big cities, it has in- 
tensified lately. 

The Ministry of Industries branch of- 
fice in Tuban, capital of the regency that 
has реа over the district of 
Kerek, has attempted to help the 
women of Kerek as part of an effort to 
promote local small-scale industries 
within the larger framework of develop- 
ment. They are also anxious for the 
Tuban *region to become known for a 
craft unique to the area. The new func- 


the atomic bombon us". " 

The novel begins five 
months before the bomb 
is dropped, and tells the 
story of how the Hara 
and Ogawa families at- 
tempt to cope after the 
disaster. ith deep 
family roots in Hiroshi- 
ma, they have the same 
love of home territory 
that families anywhere 
have, even when theirs is 
a devastated city con- 
taminated with lingering 
radiation poisons. The 
hibakusha, those who 
were in Hiroshima on 6 
August or exposed to 
rédation from the blast, 
watch fearfully for the 

pearance of dreaded 
black spots on their 
bodies. Unexplained 
and seemingly inexplicable cancers stalk 
their lives many years later. Some of the 
stronglst or least exposed of the sur- 
vivors are struck down and die sud- 
denly, while other survivors disfigured 
by keloid scars from the bomb blast live 
on. 
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tions created for Kerek's batik, such as 
tablecloths and pillowcases, have in- 
spired them to think of other non-tradi- 
tional uses for it: modern dresses and 
skirts, vests, coats and blazers. So far 
the idea does not appear to have caught 
on with the modern public. Perhaps 
since the cloth is associated with poor 
peasants, it has not gone over too well 
with the urban middle class. 


О ne labour-saving idea that has been 
introduced into Kerek’s batik in- 
dustry is the use of the commercial dye 
naphthol. Although some tradition- 
alists, both in Kerek and in the outside 
world, still prefer natural dyes such as 
indigo and soga, which they believe last 
much longer compared to naphthol, 
most batik craftswomen now prefer to 
pay Rps 500-1,000 to have their batik 
dyed rather than go through all the trou- 
ble of making the natural dyes them- 
selves. In addition, they can now make 
batik with non-traditional colours such 
as yellow, green and purple. 

The Ministry of Industries has unwit- 
tingly created a problem, however. 
Since naphthol can only be purchased in 
relatively large quantities in Surabaya, 
the provincial capital 135 km away from 
Kerek, only those who have the money 
can afford to buy it themselves. So the 
women who w4nt to use this dye have 
thus been made dependent on certain 
fellow villagers with capital, such as 
Rokayah, or on outsiders such as 
Zainab. Besides petty capitalists like 
these women, local powerbrokers have 
also been involved in the Tuban offi- 


The post-war "Japanese miracle" of 
economic recovery and modernisation, 
following the country's unprecedented 
military defeat and occupation by à 
foreign power, is all the more excep- 
tional in the rebirth and rebuilding of 
Hiroshima. Despite Japanese humilia- 





cials’ campaign. In Rokayah's Village, 
for айе, the village head, Wasiran, 
and his wife, also provide naphthol to 
women who need if. 


It is not surprising that the Wasirans - 


have been able to take advantage of new 
economic opportunities, since the Tuban 
officials went to the village heads first with 
innovations such as naphthol dyes. In 
many villages in Java, the heads are usu- 
ally the wealthiest people in the village. 

One wonders if Kerek's batik can 
exist for many more years. Most mod- 
ern Javanese are not interested in wear- 
ing clothes made of Kerek's coarse 
batik, and the bulk of Kerek's youth do 
not seem to wear it either. Further- 
more, the craftswomen of Kerek are 
first and foremost peasants. To become 
full-time batik-makers, they would have 
to change their way of life. As a result, 
the plans of Zainab and officials at the 
Ministry of Industries have met with 
much reluctance. 

Kerek's people have for a very long 


‘time been known in the surrounding 


area for their unique culture of resist- 
ance to outsiders. Airlangga University 
sociologist Hotman Siahaan, who did re- 
search on poverty in the district in 1983, 
explained that in the = they were a 
very о, independent people who 
were known for their fierceness in sword 
duels. Indeed, the name Kerek is sup- 
posed to have originated as an onoma- 
topoeia based on the sound of slashing. 
Kerek's unique peasant batik is аг 

ably in danger of becoming just another 
museum piece, a fate that has befallen 
many aspects of Java's traditional arts. Ell 


tion in defeat and their 
ambivalence towards 
ihe US conqueror, the 
American pation 
helped to open up new 
opportunities, espe- 
cially for Japanese 
women and young peo- 
ple in that male-domi- 
nated society. “I met her 
the way Americans 
meet their wives,” 
Hara's future son-in- 
law explains, proclaim- 
ing his love for her 
daughter, Yoko, and re- 
jecting the restraints 
of the traditional Ja- 
panese arranged marri- 


Hara, looking 
back years later on what 
they had accomplished, 
"it disturbed her deeply 
that the war she hated so much had 
caused this new affluence and confi- 
dence." The hibaküsha are the сог? 
science of the nuclear age. These sur- 
vivors best know the implications of 
what the nuclear powers think they are 
doing. — Peter Van Ness 
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Outcasts of history 


Discrimination Against Buraku, Today edited by Sueo Murakoshi. Burakumin 
Liberation Research Institute, Osaka: # 2,000 (US$13.98). 








depen. like otlier demographically 

complex countries, has many social 
problems which have been around for 
centuries and may never be solved. Dis- 
crimination against the. burakumin 
seems to be one of them. 

The burakumin are neither a racial 
nor an ethnic minority. Most buraku- 
min are members of Japan's Yamato 
ethnic majority who аге labelled 
burakumin because they are min (peo- 
ple) who live in buraku (communities) 
which were once outcaste settlements. 

Burakumin are the 1-3 million resi- 
dents of 4-6,000 communities which 
were segregated until 1871, when the 
Japanese Government officially abo- 
lished the caste system that had been 
defined by law since medieval times 
and by custom since antiquity. Their 

ancestors, in the days when such 
c. were officially called eta (much 

Ith), may have been employed in “un- 
clean" occupations like disposal of the 
dead or leatherwork. Or they may have 
been makers of bamboo products, if not 
farmers or merchants without portfolio. 

All that matters today is that many 
burakumin must still expect to experi- 

. ence discrimination in employment and 
marriage, by companies and families 
which check the present and former ad- 
dresses of prospective employees or in- 
laws against lists of former outcaste 
neighbourhoods. 

is book is the most detailed sum- 
‘mary in English of statistics on buraku- 

. min life. Its 67 charts, 20 tables, and ac- 
companying explanatiens are divided 
into 14 subjects: the number of buraku 
and their distribution; buraku house- 
holds and population; housing and liv- 
ing environment; health; living stand- 
ards; employment; industry; agricul- 
ture; education; elderly persons; physi- 
yl handicapped persons; experiences 
of discrimination; marriage discrimina- 
tion, and public awareness. 

The numbers themselves may be ac- 
curate, but the explanations leave much 
to be desired. The section on education 
stands out as one in which the logic and 
language are reasonably clear. 

urakumin children are much more 
likely than non-burakumin children not 
to be enrolled in school or complete 
only compulsory education. Only 
21.996 of all burakumin have graduated 
from high school and 3.4% from col- 
lege, compared with 38.1% and 13.7%, 
Кр, of all people in Japan. 

* But the educati6n gap is closing. In 
1963, only 30% of burakumin were ad- 
vancing to high sclfool compared to 

66.8% nationwide. In 1985, these fig- 

ures were respectively 87.3% and 
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"ment among students 


94.195. The rate of advancement to col- 
lege was only 17.6% for burakumin in 
1982, less than half the nationwide peak 
of 38.3% in 1978. The dropout rate for 
burakumin students in Osaka prefec- 
tural high schools has been about 8%, 
which is four times the 2% maximum for 
all students. 

*Japan now boasts herself asa nation 
free of illiterates," this book observes. 
“However, Burakumin [the capital let- 
ter stresses something] have long suf- 
fered from illiteracy.” About 16% of all 
burakumin report having “great diffi- 
culty” reading and writing. No data was 
i poe for the general population, 

ut a 1985 survey on scholastic achieve- 


in “[integration] educa- 
tion promotion schools” 
in Osaka, revealed that 
students from buraku 
score lower than stu- 
dents from outside 
buraku, and that the 
gap increases with 
grade level. 

Most chapters suffer 

from poor translation, 
incomplete analysis, or 
spurious reasoning. For 
example, no adequate 
explanation is given for 
the large discrepancies 
between the smaller 
government counts of 
"Buraku segregated 
hettoes" and “Bura- 
umin [Buraku peo- 
ple]," and the higher 
numbers which the 
compilers claim are 
"generally said" to 
exist. Perhaps they feel that refin- 
ing demographic data is less important 
that demonstrating the pathological ef- 
fects of discrimination (which they suc- 
ceed in doing despite the stylistic de- 
fects). 


Me: objective writers would have 
raised (ideologically suicidal) ques- 
tions such as: whether the supposedly un- 
counted burakumin in the allegedly un- 
cooperative buraku, are burakumin be- 
cause the buraku liberation movement 
regards them as such, or whether they 
are not burakumin because they do not 
wish to be so labelled in anyone’s cen- 
sus. The demographic disparities may 
also reflect the differences in goals be- 
tween, one the one hand, the conservative 
government organs which would like to 
solve the integration problem by doing 
away with the word “integration” — 
and, on the other hand, the propensity to 






publicise a cause through hyperbole. 

The chapter on industry presents a 
good example of the ambivalent and 
contradictory attitudes that buraku 
emancipators have towards discrimina- 
tion. “Buraku businesses tend to be lo- 
cated in close proximity, creating a clear 
pattern of business distribution among 
different Buraku communities. Tan- 
ning, secondary processing, making of 
sandals, slippers, bamboo crafts, meat 
processing, disassembly of cars, produc- 
tion of renewed resoyrces and other 
Buraku businesses. have made some 
Buraku famous.” 

Jargon and all, this may be true. And 
it may also be true that “The pre-mod- 
ern aspects and small-scale operations 
of Buraku businesses come from histori- 
cal discrimination against Burakumin.” 
But for unstated ideological reasons, the 
book states: “The businesses cited above 
are all socially indispensable, and we 
need to protect them against the entry 
of big capital.” And perhaps the “libera- 

808 FOI tion” of beef imports. 

The major drawback 
of this book is that it 
does not give a clear in- 
troduction to what the 
integration problem has 
been and is. The ques- 
tion is asked but not 
really answered in 
one of the үте, 

s 


which sho instead 
that even buraku 
liberators can be rac- 


ists. . 
The dilemma of the 
buraku problem is that, 
as people who claim to 
be burakumin become 
willing to wear the poli- 
tical badges of victims 
who seek special atten- 
tion in social policy and 
law, the more likely 
that burakumin iden- 
tity and its stigma will 
remain indelible. 

In this sense, the burakumin are like 
the hibakusha, or A-bomb survivors 
and their descendants. Both groups can 
be called pseudo- or quasi-ethnic 
minorities which experience discrimina- 
tion, especially in marriage, as do most 
real ethnic minorities, because of beliefs 
that they are socially or genetically in- 
ferior. Both groups are also becoming 
increasingly permanent minorities as 
the social movements which support 
their causes widen. 

Some burakumin and hibakusha 
would just as soon do without all the. 
fanfare. But they will get attention as 
long as their leaders continue to build 
ferro-concrete community centres and 
other monuments to their existence. Or 
as long as some non-burakumi® and 
non-hibakusha are possessed by irra- 
tional needs to discriminate- against 
those they regard as outcasts of history 
or war. — William Wetherall 
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Listening to you. Learning from you. For 38 years. You ve helped us 
develop our philos phy: to keep your needs in focus 

The formula: By ensuring that the overall success of your stay results from all the 
little things done well 

You want a good night's sleep, of course. A report typed at the eleventh hour. The 
security of knowing that telex, translation and c urier service are at your command 

You want a simple meal in your room after а long, hard day. And fine cuisine tô 
entertain your clients when you choose. The ease of No Stop Check-Out™, when 
you're in a hurry to catch a flight 

You dont want to be victimized by high surcharges on currency exchange and 
long-distance telephone calls, We keep these in focus as well. 

You sometimes want the club-like atm sphere of Executive Floors, where you 
can conduct your business dealings calmly and efficiently 43 of our hotels answer 
this need 
Focusing on you. Hilton International and Vista International hotels. 
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Youre producing great products 








that the whole world wants to buy 


- You're making them better 
than the competition. 








And you're about to close down. 





When you consider the size and 
variety of the financial risks that almost every 
arge company has had to manage, it's a 
tribute to their treasurers that any companies 
< survived at all — let alone emerged successful. 
With a blend of science, creativity 
гапа (occasionally) crossed fingers, company 

ЕА ——-— treasurers developed reliable 


















| risks inherent in their industries. 


Suddenly, strategic risks 

— factors completely beyond their 
v.e control — had begun to determine 
the financial viability of their companies. 

кашы For example, foreign 

exchange rates now fluctuate 
dramatically beyond their previous 
limits, with no apparent method 

| of reliable prediction. 

Interest rates that can 

be temptingly low today can 

sudden! y take off for the moon. x 

* Even commodity prices now move 
alarmingly beyond their (previously) normal 
trading limits. 

So today, the need for sound 
methods of managing these strategic risks has 
become urgent. 

Chase has the solution 

A wide choice of 
innovative and flexible methods for 
managing every type and 
combination of strategic risk your 

company could face. 
All based on just four products: 
swaps, options, forwards and futures. 
Using these basic tools, we can 
. engineer a cost-effective financial solution that 



















methods for managing the financial. 


Then the rules changed. - 


STRATEGIC RISK MANAGEMEN 
тоат, peste о. jh nil NM. CHAS 





is completely customized to address youi 
company's needs. ue 

For example, for а gold mine see 
to protect itself from fluctuating interest ra 
and gold prices, we have engineered a loan 
both the principal and interest payments | 
denominated in gold. | 

We've helped ап oil producer: 
increase its current cash flow by Selling cal 
options on its oil. 

On the other hand, when oil p 
fell last year (but were set to rise) we creat 
commodity indexed swap that enabled an. 
airline to secure a long-term aviation fuel 
advantage. 
































For other customers, we've put 
ceilings, or caps, on their future interest rate 
and reduced the cost of that insurance. by 
adding bottom limits, or collars. 
We've even helped companies. to 
achieve greater control over their future inco 
guaranteeing minimum prices for their comm 
We can do interest rate and 
currency swaps for you and arrange ar opti 
on currencies years in advance. : 
(We're even willing to discuss 
a Eurobond issue for you, with coupons 
denominated in practically whatever comm 
may impact your performance), 
In fact, as a global financial 
institution with a stable of the most 
sophisticated and innovative-investment 
banking products at our disposal, we can have 
you so thoroughly covered that you'll be free t 
concentrate on managing only the risks related 
to your business. 
Which may be a bit dull, after wha 
you ve been going through. 
Wonderfully, magnificently dull: 
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CAN MAKE HISTORY. 


Royal Oak, ultra-thin movement, water-resistant to 50 meters Pd 


In 1909, Ettore Bugatti 
built the first four-wheeled 
thoroughbred in history. 
Determined to create an 
automobile of unsurpassed 
beauty, he was prepared to 
risk everything in the pur- 
suit of this one ideal. And 
that is why each of his cars 
is a work of art that cannot 
be copied. 

In 1970, Audemars 
Piguet entrusted its master- 
watchmakers with a new 
and challenging mission. 


They were to create the: 


first luxury sports watch. 
For months, designers 
and technicians combined 
craftsmanship with tech- 
nology to produce a master- 
piece that went beyond any- 


thing that had been seen 
before or since. 

A landmark in watch- 
making history. They re- 
vealed bolts and burnished 
metal to a satiny sheen, 
until the unprecedented 
and distinctive symmetry 
they were striving for be- 
came reality. 

The Royal Oak. An 
exclusive concept for an 
exceptional lifestyle. Born 
of the whole-hearted pur- 
suit of an ideal. Where cost 
plays no part. Where each 
unique piece bears a num- 
ber to tell its tale to future 
generations. Where copies 
can never equal the orig- 
inal. 

Today, the proud owner 








of a Royal Oak can easily 
identify with the spirit of 
the craftsman who risked 
all to create an ideal. A 
dream of perfection that 
became part of history. 





Bugatti type 51, 1930, 8 cylinder 2.3 L, 
187 HP. 


Audemars Piguet 


La plus prestigieuse des signatures 
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By John Mulcahy in Singapore 


Ф insapore authorities have launched 
a determined effort to breathe life 
_ into the republic’s reborn bond market. 
A new set of bank liquid-asset require- 
ments has been imposed and a treasury 
; auction programme launched in a bid to 
provide firm foundations for the infant 
market, while moves are also under way 
to. allow Singapore workers, to. invest 
some of their provident fund savings. 


. Six weeks after the first auction, the. 


| market — so far confined to govern- 


ment issues — is beginning to take. 


shape, though inertia among treasury 
| managers and an unfavourable climate 


for fixed-rate investments has subdued. 


excitement over the market's rebirth. 

. Ina bid. to ignite interest, bankers 
and public alike are being subjected to a 
concerted education drive, and the au- 
thorities are considering an amendment 
to the Central Provident Fund (CPF) 
authorising members — in effect all 
workers in Singapore — to invest a pro- 
portion of*their discretionary funds in 
government securities. 

Sources say the CPF board is looking 
at ways of adding bonds to the schedule 


of investments open to members. Offer- 12% 


ing access to government securities, 
which carry coupons ranging from 3.5- 
5.375% against a current CPF yield of 
3.3%, would help broaden the base of 
the market. 

Further support is likely to come 
from the introduction of a Singapore- 
dollar, interest-rate futures contract on 


the Singapore International Monetary - 
Exchange. Officials. believe a hedging 


mechanism will be needed because of 
the global influences which will be 
brought to bear on the market by virtue 
of the international houses in Singa- 
:¿ pore. The absence of a hedge could limit 
the interest, of institutional investors. 
The application of a recognised rating 
| System, similar to Moody's or Standard 

and Poors' valuation technique, is also 
under consideration. 

For the time being, however, there 
seems little prospect of any relaxation in 
the 33% withholding tax applicable to 
interest remitted abroad, as the au- 
Xhorities believe the Singapore dollar 
market is too small to be subjected to 
the whims of the international currency 
players. Thus, foreign interest in the 
bond market is likely to remain small. 

| $@ far five specially designed Singa- 
pore Government Securities (SGS) are 
trading, with a total nominal value of. 
S$1.9 billion (US$896 million). The last 
in the. series, а 364-day Treasury Bill 

















(TB), will. be offered for the first time 
this month. 

A belief that Singapore interest rates 
have bottomed out is limiting secondary 
market activity to professionals, but 
turnover between 4 May, when the first 
TBs were auctioned, and the end of that 
month was S$10 billion. Average daily 
turnover is now about S$800 million. 

Professionals in the market, com- 
prising five-primary and three register- 
ed dealers, claim activity so far has 
been adequate. National Discount Co., 
Overseas Union Bank, United Over- 
seas Bank, Oversea-Chinese Bank- 
ing:Corp. and Commercial, Discount 
Со: (CDC) are the primary dealers, 
with Citibank, Credit Suisse-First Bos- 
ton and Banque Indosuez the registered 
dealers. 

Although the SGS launch was unfor- 


BONDING THE 
| SINGAPORE MARKET | 


tunately timed — operators concede 
that a bull market would have been 
helpful rather than the weakening con- 
ditions in fixed-interest markets prevail- 
ing worldwide — there is a feeling that 
the tight conditions provided a good 
grounding for the infant market. 
Sr quoted by the market-mak- 
ers have at times stretched to absurd 
extremes of 100 S cents, and were com- 
monly about 50 S cents in the opening 
weeks, but the market has settled, and 
spreads of about 10S cents are now quoted. 
As an adjunct to the institutional 
marketing campaign, several primary 
and registered dealers are extolling the 
virtues of gilt-edged securities to the 
community at large. A brochure pro- 
duced and di ted by CDC, a desig- 
dealer in which Tat Lee 
ong and Shanghai Bank- 


| Singapore seeks more players for its fixed-interest markét 


‘Spreading the faith | 
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ing Corp. and Development 
Corp. have significant holdings 
plains in simple terms the operatio: 
method of investing in the $ 
. Government bonds aré in denc 
tions of $$1,000, putting them 
reach of the general public, thougi 
aimed more at institutions, requi 
minimum $$10,000 tender. © 
A month after the market's: 
tion the о to the publicity 
paign has been unremarkable. Н 
ever, the imposition of the new ban 
quid-asset requirements from 21: 
has attracted more players. Banks 
required to hold liquid assets equival 
to at least 18% of their liabilities. Th 
mix of assets within the portfolio m 
include at least 10% of liabilitit 
SGS; a maximum of 5% in SGS ir 
ments held under overnight терип 
agreements with banks, prim 
tered dealers or the Post Office 
Bank; and a maximum of 4% in bill 
exchange. Cash in excess of a 6% mini 
mum lodged with the Morietary Auth 
ty of Singapore (MAS) also qualifies 


Under the new rules, bills were to 
disqualified entirely, бш г en 
tions from the banks induced the M. 
to allow a number of genuine tradi 
However, under the new str : 
count houses will no longer i 
trade bills, a mechanism : 
thought to offer a hidden subsi 
the system, and the banks have 
forced to re-discount each others’ 

A more fundamental change 
been the switch in responsibilit 
managing liquidity to the banks t 
selves. Previously, treasury manag 
could pass on responsibility for their 
quid-asset. books to. discount. hou 
and be comfortable in the knowledg 
that competitors were earning simi. 
rates on these assets. The new struct 
has made life more difficult., “А tr 
surer who feels rates are going ир. 
manage short and then lock in bett 
yields later," an obvious strateg 
one that now requéres more i 
tion, says William Wong, managin 
rector of Indosue#Asia (Singapore 

One motive underlying the decision 
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fet is à desire by the Authorities to pro~ 
ide some: depth to fhe fixed-interest 
arket. Another, thdugh less obvious 
function of the regula auctions, would 
be their use as an instrument of monet- 
ary policy. There is little doubt that the 
ngapore Government has its.own in- 
rest-rate objectives, and a liquid bond 
arket would be a useful aid to achiev- 
them: So far monetary policy plays 
2 been absent from the market, and 
alers believe the auctions to have re- 
стей simply supply and demand. 
The MAS aim to provide a founda- 
nchmark for the market has 
et been tested, though several 
‚ launched issues of five-year cer- 
icates of deposit (CDs) at the time of 
first auctions. 1 
The correlation between govern- 
paper ane corporate debt remains 
ypothetical, but bankers agree the 
n between gilt-edged paper and 
n the top corporate names will be 
stantial. As an indication, five-year 
CDs are now offering rates of 
mt 696, compared with the SGS 
ent of 5.375%. | 





apore has no deficit to finance, 
nd no particular need for any other 
ra-budget funding, factors that place 
sury paper on.a different plane to 
: Мае, calculable risk: Despite 
aveat, bankers see the infant SGS 
rket as a means of achieving an effi- 
nt fixed-rate market. 
Studies conducted by the market 
ttee, in consultation with the 
eral Reserve Bank of New York, 
re the SGS market was launched re- 
amended the issue of about $$35 bil- 
in new paper over the next five 
rs. Auctions to date have raised 


One important spin-off of the gov- 
rnment bond market, is the opportu- 
it offers for more effective debt 
nagement. Some bankers have al- 
еайу made proposals on fixed-interest 
funding. Singapore has had few corpo- 
€ issues, Of fixed or floating-rate 
cter, and most of these have come 
tate-controlled or -linked organi- 
ions, such as Keppel Shipyard and 
Neptune Orient Line, though Mac- 
Donald's Restaurants, Singapore Land 
ind United Industrial Corp. have tap- 
ed the market over the past year. 

If the success of the new bond mar- 
ket is to be judged according to the 
depth of its borrowers and the breadth 
of its investors, there is still some way to 
go, though the primary market has al- 
ready assumed an identifiable character 





even the ruthlessly eflicient MAS can 
exercise any real influence. | 











POLICIE 


Procreating for profit. | 


. China's population growth threatens economic reforms 


By Ellen Salem in Hongkong | 
QU population policy has fallen 

victim to market reforms. It is 
now economically advantageous for 
many rural couples to have two or more 
children despite government penal- 
ties. 

With more rural families selling their 
products on the open market and engag- 
ing in side-line and rural industries, 
more children equate with greater pros- 
perity. 

According to a sample survey con- 
ducted by the State Statistical Bureau, 
China's birthrate jumped from 17.8 per 


1,000 in 1985 to 20.77 per 1.000 in. 


1986. 


^ Of the 3.12 million increase in re- 


corded births last year, about half 
were above the state family-planning 
quotas. 

Most of this unplanned increase oc- 
curred in rural areas. Should this trend 


CHINA'S 
BIRTH RATE ү v. 
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continue, the government says, China's 
planned population goal of around 1.2 
billion in the year 2000 could increase by 
100 million. 

In itself, the one-year jump is not 
a cause for alarm. But the reasons be- 
hind, the rise in births suggest that 
short of draconian measures, present 
policies may be difficult to enforce. 
Not infrequently the dictates of the 
central government are ignored in rural 
areas. 

Local interpretation, which is central 
to China's present population policy, 
has been viewed by some officials as a 
carte blanche tó permit a second child if 
the first is a female. Couples are getting 
married. below, the legal. marriage age 
and children of such unions fall outside 

| cal officials are often 





Le Year from 1949 to 1986 p—— | 
Sources: Statistical Yearbook of China 1986 and People's Daily. 












induced to turn a. blind eye to "un- 
budgeted children" by bribes or influ- 
enced by. personal ties; peasants are 
happy to py the fine for an “unplan- 
ned" children; and migrants are taking 
advantage of their change in residence 
to skirt the law, 0 

China’s now-modified one-child po- 
ісу was laid down in 1984 and reiterated 
in 1986. State cadres, employees. and 
city dwellers are, with few excep- 
tions, limited to.one child. Given the 
plethora of ifs, ands and buts in the po- 
licy, many in the rural areas may have 
two children in cases where the first 
child is'a female. S А 

All second and third births (permit- 
ted to minority nationalities. with a 
population of less than 10 million) 
should occur several years apart. > 

The policy has been successful in the 
urban areas. Punitive fines (15% of the 
annual salary of husband and 
wife), housing shortages, dual- 
career families, the cost of 
child rearing, and ghe secur- 
ity offered by old-age pen- 
sions for those in the state 
sector, have made the one-child 

licy relatively easy td en- 

orce. - 

However, many of those 
same factors that have encour- 
aged families.to stop at one in 
the cities do not apply in’ the 
rural sector. Housing ‘space is 
not a problem. The agricultural 
responsibility system has made 
family output the road to family 
prosperity. — | 

Furthermore; in contrast to 
the cities where a large percent- 
age of the populace is covered 
by pension schemes, children 
remain the only source of old- 
age support. 

Response to the present crisis re- 
flects the range of problems experi- 
enced in different localities, All the pro- 
vinces and local districts, however, have 
stressed strict adherence to existing 
guidelines. ` í ` 

Та Dingan county in Guangdong pro- 
vince, the vice-chairman of the County 
Family Planning Commission has been 
sacked for having a second child. 

In Hengnan county, Hunan pro- 
vince, migrant workers who violate 
family-planning regulations will have 
their registrations and business licences 
revoked; | 
‚ Аз an added incentive for local offi- 
cials in Hunan to enforce the guidelines, 

fines levied on-migrants who break the 
‚терш ill be included in the re- 











venue of t 


f ae ч = 
he current place of residence 
of the migrant. 

On Hainan island, a sterilisation 
drive has been launched and public- 
health departments are being mobilised 
to prevent the issue of fraudulent certifi- 
cates of tubal ligations and the illegal re- 
moval of contraceptive rings. 

In Hunan, one district has with- 
drawn its request for a quota of “plan- 
ned" second children in an effort to re- 
verse last year's excesses. 

At the national level, the China 
National Communication and Educa- 
tional Centre for Family Planning will 
initiate a major rural education cam- 
paign this year aimed at dispelling the 
idea of *the more sons, the more bless- 
ings." 


able 
e 


rts in the Chinese press have 
scured the fact that a consider- 
surge in the birth rate in 1986 was 
. The offspring of the 1962-73 
baby boom are now beginning to bear 
children and, as a result, the rise in the 
crude birth rate in the past two years 
was probably &oticipsted. 

But to keep cumulative population 
growth for 1985-90 within the confines 
of the plan, the number of recalcitrants 
will have to be kept well below the 30% 
level originally envisaged. 

The easiest way to do this, and one 
that is sociajly acceptable, would be to 


Invest-Loan 


Jyske Bank offers you the possibility of greatly 


increasing the return on your capital. 


An Invest-Loan is the latest form of investment which gives you 
even more possibilities for investment on the internatienal 


markets. 


The advantages are obvious: You borrow 4 times the amount 


which you have invested in an ”Invest-Loan” 


and the total amount is then invested in foreign securities or 


deposited in a bank account. 


Jyske Bank's Invest-Loan enables investment in the best 


quoted securities, or bank accounts, so that y 
highest return of the market. 


It is a question of mutual confidence - on favourable terms. 
Of course there is a reason why só many people, during the past 
20 years, have obtained à steady return - with Jyske Bank taking 


the initative. 


Take a step towards an Invest-Loan - start with the coupon. 
Please return the coupon today for further information. 
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age from the 
current 20 for women and 25 for men by 
several years. Curiously, the Chinese 
have not yet introduced this option, 
though strict adherence to the existing 
legal age for marriage has been stress- 
e 


For the longer term, China's ability 
to implement many of its economic re- 
forms (barring a complete reversal of 
policy) is highly dependent upon mea- 
sures to ensure that population growth 
does not go far beyond the planned 1.2 
billion for the year 2000. 

Between now and 1990, the labour 
force will increase from 586 million to 
673 million and an average of 6 million 
new jobs a year will hàve to be found in 
à society where labour supply already 
exceeds demand. 

More new job seekers will be created 
once enterprise reform, the labour- 
contract system and the bankruptcy law 
are put into force. Thus, the next gen- 
eration of workers will be entering a 
job market that is far more competitive 
than the present one, with the social 
infrastructure hard pressed to meet the 
demands of an increasingly sophisti- 
cated and discriminatory labour mar- 
ket. 

If the past is any guide to the present, 
then the Chinese stand more than an 
even chance Of negating last year's 
population surge. In 1963, when the 
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life resumed after Phe famine-and i 
nomic chaos creat¢d by the Great 

Forward (1958-59], the birth rate sto 
at 43.4 per 1,000. Its drop to 17.5 p - 
1,000 in 1984 was due to the cumulative 
effects of the following: P 
» Government commitment of funds - 
and manpower to its population-control 
programme. 
> A rise in the average age of marria ре 
from around 19 in (ће 1950s to about 23. 
in the early 1980s. wi 
> A systematic increase in the use г nd 
distribution of modern contraceptive 
methods (by the early 1980s around 
75% of married women of child-bearing 
age were using modern methods of birth. 
control). M. 
» The use of abortion as a means of 
uy Panning should other measures. 
ail. 

But with the family unit taking 
charge of its own economic future, p [ 
ticularly in the countryside, the coersive 
powers of local officials are being chal- 
lenged. If it were profitable to raise me: 
lons instead of contracted grain, ma 
peasants would do so, despite the risk of 
a fine. 

If two male children will enable p 
ants both to grow more melons and 
ket them in a distant town, then fi 
alone will not be sufficient to diss: 
them. 
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Cooperative venture 


Malaysia's Public Bank seeks control of KSM 


_ By Nick Seaward in Kuala Lumpur 


M alaysia's fourth-largest commercial 
bank, Public Bank, has submitted a 


- proposal to take over the suspended de- 


it-taking cooperative Koperatif Ser- 
aguna Malaysia (KSM). If the propo- 
sal is accepted by the authorities, Public 
would acquire a controlling 30% stake 
in the ailing conglomerate Multi-Pur- 
Holdings (MPH) and indirect 
oldings, for a short time at least, in 
MPH's 70%-owned Malaysian French 
Bank (MFB) and Magnum Finance, 


which is controlled by MPH's 38%- 


owned subsidiary, Magnum Corp. 

Speaking after the bank's annual 
meeting on 8 June, Public's president, 
Datuk Teh Hong Piow, said he was con- 
fident that the proposal to acquire KSM 
would be approved by the central bank, 
Bank Negara Malaysia (BN). 

Teh did, however, concede that cur- 
rent banking regulations would force 
Public to divest itself of MFB and Mag- 
num Finance once the deal had gone 
through. In Malaysia, no bank may own 
another without having received the 
prior exemption of BN. The same 
applies to finance companies and Public 
has a wholly owned finance company. 

KSM's operations were suspended 
by the central bank in August last year, 
along with 23 other deposit-taking 
cooperatives, and was placed under re- 
ceivership in January with a net capital 
deficiency (as of 8 August 1986), of 
M$330 million (US$132 million). 

Public is one of the few banks large 
enough to absorb the M$564 million in 
members’ deposits at KSM. At the same 
time its ethnic Chinese ownership 
avoids the possibility of communal ten- 
sions stemming from the fact that MPH 
if the investment arm of the Malaysian 
Chinese Associations the second-largest 
component party in the ruling National 
Front coalition. 

, Although Teh said that Public may 


have to seek a soft loan from BN to fi- 
nance the acquisition, his bank is also 
widely rumoured to be planning a joint 
rights and bonus issue in the ratio of 
one-for-three for each. It is thought that 
part of the proceeds e go towards 
v apg KSM's assets, valued at 
M$324 million, and the Kuala Lumpur- 
based stockbroking firm, GP Securities, 
for M$4.25 million. The remainder will 
probably be used for Public's capital 
adequacy ratio, which, at less than 5%, 
is nearing the 4% government minimum. 


t an extraordinary general meeting 

held immediately after the annual 
meeting, shareholders approved an in- 
crease in the authorised capital from 
M$500 million to M$1 billion. The cur- 
rent pure capital is M$210 million, 
indicating that if the bonus-and-rights 
issues do go ahead as rumoured, an addi- 
tional M$163 million would be raised. 
The Public group reported a 52% in- 
crease in net profits to M$31.8 million 
for 1986. 

If the KSM acquisition proceeds as 
planned, Public also stands to realise 
M$28 million as its share of the proceeds 
of the forced sale by MPH of its 70% 
stake in MFB. In the last recorded 
transaction for MFB shares in January 
1985, MPH paid M$3.42 a share for 7.6 
million shares held by Kuok Brothers. 

Such a move would imply, however, 
that control of MFB would pass out of 
Chinese hands. Amendments to the 
Banking Act in 1985 have restricted the 
acquisition of new shareholdings in 
banks to 10% of the total paid-up capi- 
tal in the case of individuals and 20% 
for companies. There are not many 
Chinese-controlled companies which 
could afford the M$27 million needed to 
buy 20% of MFB at the moment, even if 
they were prepared to be content with a 
minority stake. 








Furthermore, it is by no means cer- 
tain that the government will give the 
new owners of MFB the same exemp- 
tion it gave MPH in 1984 from comply- 
ing with the main requirement of the 
New Economic Policy (NEP), which 

rovides for a 30% stake to be held 

y bumiputra (indigenous Malaysian, 
mainly Malay) investors. On that occa- 
sion, the exemption was part of a deal 
whereby MPH swapped its 41% holding 
in the much larger United Malayan 
Banking Corp. in return for a 51% stake 
in MFB held by companies then owned 
by Finance Minister Daim Zainuddin. 
With MEB still 30% owned by Banque 
Indosuez, restructuring along the lines 
implied by the NEP would reduce any 
Chinese holdings to below 50%. 

A spokesman for MPH refused to 
speculate on the likelihood of his group 
losing control of the bank, which MPH 
has built up. At the last count, the bank 
had assets of M$989 million against 
M$731 million in 1984. 

He did reveal, however, that some 
three or four proposals on the future of 
KSM had been submitted to the receiv- 
ers, Price Waterhouse. The spokesman 
would also “not rule out the possibility” 
that a company other than Public was 
also seeking to take over KSM — even 
though Public is KSM's designated fi- 
nancial institution in the central bank’s 
overall rescue scheme for the deposit- 
taking cooperatives. 

Sources in Public suggest that it may 
indeed be competing with someone else 
for control of KSM. Despite the nfassive 
losses of M$228.4 million announced by 
MPH for 1986, a 30% controlling stake 
in the group is still attractive to many 
— as assets have now been writ- 
ten down fully. The difficulty lies in de- 
termining the extent of the liabilities of 
KSM that will have to be assumed be- 
fore anyone can get their hands on the 
MPH stock. 

Based on the audit done in August 
last year, at current MPH share price 
levels of about M$1.04, KSM's assets 
(the majority of which are in the form of 
MPH shares) are now worth about 
M$450 million — equivalent to about 64 
M cents per dollar of deposit, compared 
to 41 M cents at the time of the suspen- 
sion. At this new rate, a purchaser 
would have to spend M$200 million to 
ensure a dollar-for-dollar refund, giving 
him control over the MPH shares for an 
effective initial cost of 90 M cents a 
share. Such a price represents a slight 
premium on MPH's current net tangible 
assets of about 80 M cents a share. 

However, there has undoubtedly 
been considerable erosion of KSM's as- 
sets due to the continued payment of 
salaries and rentals since last August, 
which will only recently have beenstem- 
med with the sacking by the As we of 


167 KSM employees. Indeed, some 
market sources now put the asset cover 
per dollar of deposit as low as 35 M 
cents. п 
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Our construction 
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€ Hydraulic excavators and draglines 
@ Earth works multifunctional machine 
e Ditch digging and draining machine 
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Spare parts and high quality service 
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The New World Hotel. A tranquil 
haven in the business area, next to one. 
of Hong Kongs biggest shopping centres. 
With well appointed rooms, a gym, 
an outdoor pool, saunas, and several — 
fine restaurants and bars, the New World 
Hotel offers surprisingly good value. 
No wonder most of our guests stay 
with us regularly. 
The New World Hotel. ( 
Hong Kong revolves NEw WORLD HOTEL 
around us. mp AME 
22 Salisbury Road, Kowloon, Hong Kong. 
Tel: 3-694111 Telex: 35860 NWHTLaHX Fax: 3-699387 
Reservations: Reliance Travel Singapore: 5322222, 


Bangkok: 2534538, Kuala Lumpur: 2486022 
Utell International World Wide. 














































304 Pages. Hard Cover, liberally 
illustrated with charts and graphs fully indexed . 


at The Professionals Say: 


A timely, interesting and thoughtful 

nalysisof Asian stockmarkets*Anthony 

wley's book makes an important ў 
tion to understanding this dynamic 


Robert Hormats, Director, 
Idman Sachs International, New York. 


“With this book Anthony Rowley, one of 

| Asia's most experienced financial journalist 
meets a long-felt need for a definitive report - 
on Asian stock markets." 


Mark Mobius, President, 
nternational Investment Trust Company, 
Taipei.. . 


ЗА very readable and: important book. 
Securities markets areonly.now being 
recognised as a principal source of domestic 
and foreign financing to help solve the 
developing-country debt crisis and to renew 
owth: Anthony Rowley deserves applause 
rom the financial community for pr oducing 
one, if not the first, book on this subject.” 


David Gill, Director, 
‘apital Mark partment international 
Finance Corporation, Washington’ D.C. 


ABOUT THE AUTHOR T 


;, Anthony Rowley was Business Editor of 
the Hongkong-based Far Eastern Economic 
eview from 1978 to 1986 during which 
time he travelled extensively in Asia and 
“had the opportunity to study capital-mar- 
ket development in the region at first hand. 
_ Before joining the Review, as Singapore 
correspondent, in 1976.the author worked 

for ten years on The Times in London, 
where he. wrote on finance and investment. 

His first book, he Barons of European 
Industry," was published in London by | 
Croom Helm in 18 3. The author is now | 

















The following Stock Markets 
are covered: 
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Japan, Taiwan, 


by Anthony Rowley | 
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We are ојада to announce the publication. (of ASIAN 
STOCKMARKETS: The Inside Story. | | 


Written and edited by Anthony Rowley, the Review's business editor, 


this long awaited and much needed book details the strengths, weak- 


nesses, and idiosyncracies of Asia's larger as well as lesser stock mar- 
kets. From the markets of Japan to Indonesia and from Hong Kong to 
the Indian Subcontinent, you get the inside story. Concise and com- 
prehensive, this роф alerts you to the many investment oppor tunities 
which exist, while at the Same time informs you of where apd why you 
should be cautious when dealing оп some markets in Asia. 


Liberally illustrated with charts and graphs and fully indexed. you 
will find ASIAN STOCKMARKETS: The Inside piny an. invaluable 
guide to investing in Asia. 


Whether you are a professional investor or novice this book is must 
reading for you. Your small investment in ASIAN STOCKMARKETS: 
The Inside Story today, may well pay large dividends in the future by 
saving you time, energy and money. 


To order your copies of ASIAN STOCKMARKETS: The Inside Story 
simply complete the coupon below and send together. with correct pay- 
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To: Publications Division 
R SAS- 
Far Eastern Economic Review Ltd., pue ы 
G.P.O. Box 160, Hong Kong 
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US$35 per copy. C1 For surface mail delivery add US$2, 07 for airmail 
delivery add US$6. [1 American Express 


I prefer you charge my credit card (tick one):— C] Diners Club 
[1 MasterCard 
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VENICE SUMMIT 


Tokyo takes the lead 


Japan’s diplomatic and economic initiatives dominate meeting 


By Anthony Rowley in Venice 
V enice was іп many ways Japan's 
summit. It was the meeting at which 
Tokyo was able to display major domes- 
tic and international initiatives aimed at 
helping to restore Western-world eco- 
nomic equilibrium as well at assisting 
the Third World. It was the summit too 
from which “Japan bashing” was largely 
absent and where Tokyo was able to 
take credif for its diplomatic as well as 
economic initiatives. In comparison 
with an economically defensive West 
Germany, Japan looked positively 
statesman-like in Venice. 

But Venice — the 13th meeting of its 
kind held by the seven leading indus- 
trialised nations of the free world — was 
also a summit of much wider dimensions 
in the economic sphere. It was one 
where the seven committed themselves 
to what looks like an irreversible course 
of economic cooperation which goes 
beyond mere "surveillance" of macro- 
economic trends and which effectively 
—— exchange-rate management 
to a back seat. 

The system of “policy coordination," 
which the summit declaration commits 
the seven to, involves a moral if not (yet) 
institutionalised obligation to target and 
pursue economic policies compatible 
with international equilibrium in exter- 
nal balances and trade. In that sense it 
is, as US Treasury Secretary James 
Baker said in Vénice, a "political 
mechanism" for enabling economic co- 
operation. But the Venice initiative also 
appears to acknowledge the impossibil- 
ty of rationalising exchange rates in the 
short run — and leaves them partly to 
the mercy of the market. 

Japan's attitude towards enhanced 
economic cooperation (as with other is- 
sues was essentially pragmatic rather 
than political in Venice. Tokyo will *go 
along with" the system of action-trigger- 
ing performance indicators, promised a 
Ministry of Finance official. No country 





z 
would be altogether happy about the 


prospect of being “dictated to” on eco- 
nomic policy by its summit partners, the 
official added, but “in an inter-depen- 
dent world no country can live alone.” 
This seemed to be a more realistic as- 
sessment than the claim by British 
Chancellor df the Exchequer Nigel 
Lawson that the new system of coopera- 
tion entailed “no loss of national sover- 
eignty.” 

Agreement on economic policy 
coordination was the major achieve- 
ment of the summit nations — the US, 
Japan, Canada, West Germany, Bri- 
tain, France and Italy — but the meet- 
ing also brought new initiatives (not 
only from Japan) on the issue of Third 
World debt, and sustained the currently 
strong momentum in bodies such as 
OECD and the Gatt for trade and ag- 
ricultural reforms. 

Even in the area of broad economic 
cooperation, the summit was really en- 
dorsing measures already proposed by 
the Group of Seven (G7) meeting in 
Washington earlier this year and by the 
International Monetary Fund. But Ven- 
ice gave the political stamp of approval 
at the highest level to institutionalising 
such cooperation. 

What the finance ministers of the 
seven specifically agreed to in Venice is 
to prepare early each year medium- 
term projections for domestic economic 
performance and also to produce in- 
terim performance indicators. The IMF 
will help in rationalising and standardis- 
ing this data and the finance ministers 
will meet “regularly” to review the 
broad picture and how their own indi- 
vidual economic targets can be recon- 
ciled with that picture. 

Most countries were coy about re- 
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vealing what the indicators of perform- 
ance would be, but they were leaked to 
the Italian press as being: exchange 
rates, payments balances, interest rates, 
inflation levels, unemployment ratios, 
GNP performance во < unemployment 
levels. 

Current-account imbalances, espe- 
cially between the US and Japan, will be 
primary in the early stages of the new 
collaboration. The seven summit na- 
tions will not have to reveal what pro- 
jections they have given to the G7 and 
to the IMF (though they could be infer- 
red from national data published sepa- 
rately). But any sharp deviation from 
those projections would attract un- 
favourable "publicity" serving to drive 
black sheep back to the fold, British 
sources said. 


N otably absent from the Venice com- 
munique was any reaffirmation of 
the official intention to hold principal ex- 
change rates at any given level. The dec- 
laration simply noted that recent move- 
ments had brought exchange rates (of 
leading currencies) "within ranges 
broadly consistent with economic fun- 
damentals." It also stated that further 
substantial shifts “could prove counter- 
productive." 

In this sense the declaration was at 
odds with the British view that the ob- 
ject of economic policy now must be to 
"adjust economies to exchange-rate 
shifts which have already taken place," 
and with the private view of Japanese 
officials that the yen/US dollar rate has 
moved too far and too fast to qualify as 
reflecting economic fundamentals. Var- 
ious summit members paid lip service in 
Venice to the continuation of central 
bank intervention in the foreign-ex- 
change market. But the strong impres- 
sion was that the seven have finally 
acknowledged the futility of trying to 
shift exchange rates far from where the 
market wants them to go. 

This is a positive development if the 
market is guided by fundamentals, but it 
leaves a great deal to chance and to the 
whim оѓ portfolio* preferences. The 
summiteers rejected any notion of 
target zones for e&change rates or of a 
return to a Bretton Woods system of 
fixed rates. But it will take a lot of politi- 
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| Taiwan and South Korea, despite ef- 
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| ү enice was notable for giving a politi- 


| with a Japanese commitment to "recy- 


| back to developing countries over the 


| Paris 







foreign-exc 
quired to su 
of international cooperation. 

The summit communique called 
upon newly industrialised countries 
(NICs) enjoying ,"rapid growth and 
large external surpluses" to "assume 
greater responsibility" by reducing 
trade barriers and by “pursuing policies 
that allow their currencies more fully to 
reflect underlying fundamentals." This 
was a clear if unstated reference to 


















forts by Tokyo (which sought to repre- 
sent the East Asian NICs' view in Ven- 
ice) to deflect criticism from these coun- 
tries while they undertake “structural 
adjustment.” 


sanctions 











cal commitment not only to econo- 
mic cooperation but for its recognition 
of the need for specific action on the 
issue of developing country debt. Faced 





tic stimulus and overseas 








sion left was one of a more 






cle" some US$30 billion of its surplus 





the international community. 






next three years, the US appeared to re- 
tort by finally giving its support in the 
summit communique to a general capi- 
tal increase by the World Bank and en- 
dorsing the need for a tripling of the 
IMF's structural adjustment facility. 

The lengthy reference in the com- 
munique to Third World debt also en- 
dorsed the principle of “applying lower 
interest rates" to existing debt of poorer 
developing countries and urged the 
ub nations to lengthen repay- 
ment and grace periods on loans in 
order to ease debt-service burdens. This 
is likely to result in some easing of the 
terms of bilateral and multilateral soft 
loans to poorer countries (in Asia as 
well as Africa) and possibly in fresh 
loans to enable them to service existing 
ones. This complements the Baker Plan 
for increased lending to middle-income 
Бюро countries. 

At US insistence, though, the com- 
munique simply “recalled rather than 
“endorsed” (as France's President 
Francois Mitterrand would have liked) 
the OECD objective for leading nations 
to raise their official aid to 0.7% of their 
GNP. 

On trade, the summit countries 
promised to keep under “close political 
review” progress being made in the cur- 
rent e жы Round of the Gatt. They 
also called for better coordination 
among the Gatt, the World Bank and 
IMF on trade issues. 

Probably most important of all in the 
trade arena, the summit members, in- 
cluding the heads of state, emphasised 
the need to redress the *growing imbal- 
afices in the suppl? of and demand for 
the main agriculturalproducts,” and the 
need to allow “market signals” to influ- 
ence agricultural production in the long 
tgrm. 
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, especially those from the US. 
The more 














muted satisfaction with the 


















which allegations 
“dumping 
the lifting of remaining sanctions. 




















The assertive stance 


Tokyo’s publicity offensive helps deflect criticism 


c economy by Y6 trillion 
(US$42 billion) and its plans to boost 
developing-country assistance. Tokyo 


troduce controversial tax reforms. And 
it raised its diplomatic profile over the 
Gulf War and succeeded in winning 
concessions from Washington on trade 


The effect was to deflect much of the 
economic criticism which has been at- 
tached to Japan in recent years onto 
other countries, not least West Ger- 
many. Even if some of the substance of 
what Japan promised by way of domes- 

does not 
stand up to close scrutiny, the impres- 
dent 
Japan willing and able to assert itself in 


While the EEC confined most of its 
briefings for journalists to French and 







































while the West German delegation (sulk- 
ing over criticisms of its economic record) 
seemed equally uninterested in com- 
in anything other than Ger- 
n orchestrated a smooth cam- 
information in English which 
foreign delegates and jour- 


ive Japanese ope 
was evident in Tokyo’s expression 
partial 


ing of US sanctions on imports of Ja- 
panese semiconductors (REVIEW, 18 
June). Japanese officials made it known 
that they had never accepted the US 
definition of “fair market value” on 

against them of 
" were made — and called for 


They argued that exchange-rate 
shifts of the past year had already 
changed the nature of the Japanese im- 





pe market. Imports from South Korea 
d risen 55% in value terms last year, 
those from Hongkong by 30%, from 
Taiwan by 60% and from Thailand by 
35%. Outside of rice imports, the Ja- 
panese agri market is a good 
deal more -— than critics allege, they 
argued. And they hinted that fo 
businessmen's complaints about the 
closed nature of the Japanese market do 
not stand up to scrutiny. 

But assertiveness on such issues was 
neatly counter-balanced by acknow- 
ledgment that Japan has the "greatest 
г iid na ) to 
“our 


two percentage poin 
current-account surplus by US$6 billion 
in the full year after im entation. 

et enab 
fiscal 
through the Diet in July and tax cuts by 
August. Prime 
Nakasone made it known through his 
litical lever- 








р 
foreign aid. It published “details” of its 


of its surpluses over the next three 
middle-income developing 


- = to recycle “more than US$20 bil- 
ion’ 
y 


ears, to 


| countries believed to include the Philip- 


nes along with others like Argentina, 
ivia and Turkey. This is in addition 
to а US$10 billion recycli 

announced. J o were 
non-committal gh on how much of 
the money will be “untied official" as- 
sistance and how much simply in the 
form of access to Ja bond mar- 
kets by developing-country entities and 
multilateral institutions. 

Japan also in Venice to 
finalise pro this year for boosting 
foreign membership of the Tokyo Stock 
Exchange — and to implement them by 
next May. It argued its telecom- 
munications sector was being opened up 
to foreign competition to a greater ex- 
tent than other countries allow. And it 
promised a flexible attitude on negotia- 
tions with the US over beef and citrus 
imports next March. Finally, it prom- 
ised not to substitute boosting export 
demand for its commitment to increase 


over Japan's “closed” markets for some 
time to come. — Anthony Rowley 
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Worldwide Fans 


СЕМ56 engines enjoy internatior 
acclaim. After millions of hours o 
experience, the CFM56-2 and -3 
are in a class by themselves for 

high reliability, outstanding dura- 
bility, and low operating costs. As 
a result, the -3 has rapidly becom 
a best seller in the world of high 


bypass turbofans. 


The СРМ56-5 is a high perform 
ance derivative of this outstanding 
engine family. Entering commerci 
service in 1988, it will provide the 
lowest-risk, lowest-cost power 


available for its application. 


With all this, aircraft like the A320 
A340, 737-300, 737-400, 737:50( 
and DC-8 Super 70 can rely on 
the CFM56 family for power that 
fits perfectly. No wonder we have 


so many fans around the world. 
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Managing your company finances to their best 
advantage can be a complex matter. Every day, 
you face a world of possibilities, a world of 
decisions, each impacting on your profitable 
future. That future can be yours, today. With 
Hexagon, from the HongkongBank group. 


Hexagon, your 24-hour window to the wo 
frees you from the restrictions of normal bar 
hours. Now you can keep on top of the wo 
FOREX, deposit and lending rates, stock 
information, and much more. 


No matter where you are, or what time of the 
day or night it is, you can monitor your account 
balances, trade positions and FOREX expo: 
and, with a few simple key strokes, use this 
information to update your position. Hexagon 
enables you to transfer funds around the worl 
open and settle letters of credit, place funds o 
deposit and invest on the stock market. 


In short, Hexagon allows you to control all of 
your financial dealings in the complete securi 
of your own office. 






























Hexagon is state-of-the-art corporate electroni 
banking from the HongkongBank group, one 
the world's major financial institutions, with - 
over 1,300 offices in 55 countries. 


To find out more about Hexagon, and how it 
help your company, contact the Hexagon cen 
at your nearest branch of the HongkongBank | 
group. б : 


Hexagon. 


Puts the power of the bank _ 
in your hands. 


«X» 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 
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. By Lincoln Kaye in Bombay : 
т year, India will emerge as 
V the world’s second-biggest silk pro- 
ducer, though it will be largely by de- 


fault, now that traditionally second- |. 
. seeded Japan finds silicon more profita- ` 


ble than sericulture. China still leads the 
league, producing more than four times 


as much as India's 7,029 tonnes of raw. 


silk in-1985-86. But India’s emergence 
asa silk power could have considerably 
more impact than those numbers 
 ;suggeston the near-term fortunes of this 
„ essentially East Asian commodity. 
*.; Government-sponsored — research 
| here has come a long way in adapting 
|. sericultural methods and materials from 
temperate China and Japan to tropical 
< conditions. With a little more labora- 
tory work, India hopes to .evolv 










silkworm strains that can rival Chinese 


and Japanese silk in quality and far out- 
strip the competition in silkworm out- 
put. The benefits could extend to other 
developing countries, too, since India 
has been sharing its sericultural technol- 
ogy with sjudents from Burma, Thai- 
land, Indonesia and Malaysia, as well as 
African and Latin American countries. 
Northeast Asian silkworms are dor- 
mant &uring the winter, but their Indian 
cousins carry on breeding and feeding 
all year long. That means they produce 
up to six cocoons annually, compared 
with just one or two in China and Japan: 
When they reach the chrysalis stage the 
Northeast Asian worms carefully bun- 
dle themselves against the cold in a tight 
winding of smooth, white filament more 
than 1.5 km long. Indian worms; on the 
other hand, will happily make do with 


tatty, yellowish cocoons that unravel to: | 


a length of only about 600 m. 
Manjeet Singh Jolly, director of the 
Central Silk Board Research Institute at 


Mysore, has made a career of geneti- 


cally bamboozling silkworms into. pro- 
ducing cocoons of temperate sturdiness 
with tropical frequency. Some of the in- 
stitute's 200-odd scientists also concen- 
trate on fending off pests that beset In- 
dian silkworms and their mulberry fod- 


der. Others crossbreed three varieties 


for different Indian soils and climates. 
These efforts will pay off in export 
markets only after a time lag, however. 
| India’s share in the international silk 
trade has been rising, but not as fast as 
silk production. In recent years, a few 
dozen relatively mechanised silk-weav- 
ing and garment-fabricating enterprises 
have ‘grown up. alongside the govern- 
ment-fostered cottage silk industry. So 
far, the two sectors have little in com- 
ава сее на 





Out of its cocoon 


| India replaces Japan as the world’s second-largest silk producer 








faster t 


The silk exporters pick up thej ros 





China.. Their output g 
seas, and their foreign-exchange earn- 
ings offset their imported inputs. In 
their isolation from the mainstream 
domestic economy, they resemble the 
export-oriented silk industries of such 
Asian neighbours as Bangladesh, Thai- 
land and, increasingly, Japan. 

This type of export enclave is a far 
cry from the Gandhian ideals that seem 
to inspire such cottage-industry expo- 


“nents as Central Silk Board (CSB) exe- 


‘cutive director N. N. Nagabushana 
Rao, who ‘sees іп sericulture the prom- 


ise of am idyllic, productive and har- 


monious Indian countryside. After all, 
he points out, silk pays better than most 
alternative crops, can be produced al- 
most anywhere in India and entails only 
minimal capital investment. Its combi- 


WORLD 
RAW SILK 
PRODUCTION 


` Calendar year, except india in 1985, 
which is fiscal year (ends 31 ‘Miarch), 


(^ REVIEWDIAGRAM by Rücky Hui and уал Kwong 


ation of tape industry and small- 
plot farming of 

members of the rural family. The silk 
cycle goes on all year round, without 
idle seasons. And, notwithstanding fads 
and trade vagaries, a certain baseline 


demand is always assured. 

Soe that demand has been mostly 
ыў within India, where domestic raw- 

silk production has been absorbed by 







.the large and sheltered domestic mar- 






ket. Silk is such a staple of Indian stylish 
M hat its consumption has.risen 

t neral rise in income. 
ofthe 


falls short 








ers employment to all 

















г complain that the big тїї апа gat 


. their import entitlements at В, 





ocal product, however, | 


f international norms..| way into оошсо industry. 


The problem 
but also standardishti 








labour intensive agd widely diffused 
gional and individual variations 
bound to prevail among sericulturalis 
weavers, dyers and garment make 
The "hand-made" character of Indi 
silk earns high marks with connoisseu 
but not with mass markets. Ex 

In those markets, buyers li 
silk to be:classically smooth; ‘shit 
to retain its colour. To produc 
cloth, exporters argues» © 
Chinese yarn. The filaments are | 
the gauge more even and the sh 
more lustrous than the Indian produc 
It is also about 45% cheaper than Indi 
raw silk. : E 

The resulting arbitrage: 
tunities have broken down the’ bar 
between the export sector ап 
domestic silk industry. Sericultu 































factories bring in Chinese yarn u 


(US$23.5) a kg, use only a part of i 
exportable production and sell the re 
to local weavers at a tidy profit. 
Chinese deliberately undermine: t 
domestic silk industries:of India а 
other up-and-coming producers, 
story goes, by dumping their. 
world. markets through counte: 
deals brokered by finished:garment 
porters in the West. i s 
CSB chairman V. Balasubraman: 
says that with a little personal detec! 
work he discovered the actual cos 
raw silk in China on a visit there ft 
trade convention in May. Of cou 
Chinese declined to declare'an a 
sive figure, he says, but by judici 
questioning or visits to mulberry fa 
and spinning, weaving and dyeing 
tablishments, he was able to piece 
gether the. input prices and infe 
value added at each stage. He estima 
the overall cost of raw silk in China to 
the equivalent of Rs.500 per kg — 
than 10% below the Indian price 
domestic yarn. SR 
Nevertheless, Balasubramaniam st 
short of joining the sericultu 
in their call for tighter import, quot: 
and higher duties on raw silk. After a 
he points out, the exporters earn 
foreign exchange and offer the dome 
silk industry expansion prospects aft 
quality standards have been raised an 
domestic demand saturated: 
though large when compared with th 
cottage scale of most domestic silk pre 
ducers, the Indian export operators ar 
small enough by world standards to 
able to outmanoeuvre their more c 
bersome competitors. They can 
spond quickly andtool upforremune 
tive specialised orders that other.cd 
tries must bypass. © _ 
Such aggressive marketing, Bafa 
bramaniam feels, $ well worth th 
rifice of some imported yarn findingkit 


























































"he Thai economy. will outperform. 
call others in Asean over the next 
years. This was the opening sen- 
'e of à REVIEW cover story five years 
, Back in 1982 it seemed to many to 
rash forecast, flying in the face of 
eneral opinion about prospects for 
ore touted economies such as Malay- 
and Singapore. : 

almost re- 


Today, however, it is ' 

ved wisdom. Thailand is top of the 
ps while Indonesia and Malaysia 
our under low oil prices and Singa- 
(despite some recovery) under the 
ht of its own self-esteem. Nor is this 














just a view espoused by- foreigners 
weary of the political problems of 
doing business{in most other Asean: 







ym which the Bangkok 
enjoyed in the past. 
year —- up ‚<ом 

The optimism is shared by many. 
Thais. They range from Bank of Thai- 
land officials for whom understate- 


ment is inbred, to proponents of the 
"idea that Thailand is now entering a 


“Golden. Аве” оГ growth and indus- 
trialisation such as Siam Commercial 


-| Bank executive vice-president Olarn 
‘Chaipravat. ies Н 


тей spot in Asean for investment. in 


acile response to the: 


‘| least one een ee 


The icing on the cake is that Japan- 
ese businessmen have made it plain 
that Thailand is now their prefer- 


manufacturing. — ^. 
At a time when Japanese companies 

are desperate. for lower-cost produc- 

tion, this fact alone could be worth at 


rate for the next three years or so. 

But is this all too good to last? Is the 
current euphoria тай an urban 
phenomenon in a still largely rural na- 
tion? Is Thailand poised for a new era of 
fast growth or is it simply feeling a little 
light-headed having dug itself out of a 




































ilip Bowring in Bangkok 


As recently as 18 
months ago, there 


was an all-pervasive 
gloom about Thai- 
land’s economy and it 
was little consolation 
ИСИС to the Thais to know 
ЖӨЕ they were doing Det- 
han other Asean countries. Where 
her Asean states will have turned in 
гаре growth ranging between minus 
96 and 4.2%. in the period 1983-87, 
alland will show a very healthy 
96. The short-term reasons for the 
onomic turnaround are virtually the 
same'as those of Taiwan and South 
First, the decline in oil prices had a 
amatic effect on Thailand's current 
ount апа the terms of trade im- 
oved by some 10% — the import bill 
l by US$1 billion: Worries about a 
rsistently high current-account deficit 
hich had brought foreign debt to 
billion or 40% of GDP, com- 
а with 27% five years earlier, 
porated; the current account show- 
га small surplus last year, Direct 
‘neficiaries from the oil price fall were 
the public sector's own finances — long 
а source of anxiety — and the profits of 
energy-using companies. 
7 The second piece of good news was 
the sharp decline in interest rates result- 












and the marked easing of liquidity 
used by the improvement in the cur- 










yeay Thai interest rftes, which histori- 
ca 
fn US-dollar rates des long- 


have tended to. be much higher. 





ing both from international conditions | 


pf account. Average interbank rates. | 
rom an average 14.4% in 1985 to. 
Оша 7.25% in the first quarter of this | 

























Thailand weathers the storms of world trade 


While others falter 


links between the two currencies, are 
now roughly similar. : 

Interest rates and liquidity, rather 
than economic prospects, have beenthe 
main cause of the stockmarket boom. 


Lower interest rates have only recently | 


begun to stimulate investment.demand, 
with residential construction" and ce- 
ment industries the major beneficiaries 
so far. | 
Bangkok Bank president Chatris 
үл notes the disadvantage of 
linking the baht so closely to the US dol- 
lar (which makes up roughly 80% of the 
Баһ trade-weighted basket) as far as 
‘prices and investment are concerned. 
But he adds: “I look on these disadvan- 
tages as blessings in disguise because the 
rising pricé of capital goods and other 
parts from Japan will speed up trarisfer 


of production to Thailand and speed up | 


backward and forward integration ofin- 
dustry.” 


The third, and arguably most ітрог= 


tant, factor was the decline of the baht 


TERMS OF TRADE TURN UP 


am (on 


- Manufacturing grew 776 overall, mostly 
‘accounted for by exports. Textile ex- 





“tionally good fortune nor on à tempor- 





against the уеп and European curren- 
cies. This genetated growth of manufac- 
тигей гехрогіѕ and tourism, ensuring 
that the external-account improvement 
was not merely а function of terms of 
trade. With drought conditions causing 
stagnation in the. agricultural sector, 
consumer demand being held down by 
low: commodity prices-and the public | 
sector contained on a tight rein, export 

manufacturing became for the first time 

the main engine. of economic growth. 


ports in. 1986 were up 45%-in- baht 
value terms to Baht 31 billion (US$1.2 
billion) and became the biggest single 
export item; integrated circuit sales in- 
Di by 3596 and precious stones by 

b. x 

It was these sorts of statistics, com- 
bined with; the- Japanese search for 
cheap-labour locations, which has peo- 
ple jumping to the conclusion that Thai- 
land is а "new. Taiwan" about to be 
propelled to.theyfront ranks of the 
developing world by light-industrial ex- 


ports. . P 

“he reality is more at sa but 
A also more reassuring: The surge has 
not been based on one year of excep- 








ary sojourn by footloose foreign manu-* 
facturers. It starts with the remarkable 
growth; of commodity export volumes 
through years of declining prices. 
Rice exports surged. from 









3. mil- 








"lion tonnes in 1981 to-4.5 milli8n in 






986; rubber from 470,000 to 760,000 
nnes; maize from 2.5 to 4 million ton- 
;; and prawns from 20,000.to 28,000 
ines. Textiles, precious stones and. 
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We. o О ТЕТИГИ ASEAN GDP GROWTH' 
| Outsiders may see the past five years | tra-type policies or cen- | (7 (Real terms) , | 
as the era i which Thailand | tralised Marcos-style cro- Singapore Ш S 


emerged as the region's growth leader. 
However, Thais mostly see it for what it 
was to them — the most difficult period 
_ economically for the country since 1945. 


nyism. 

Even the country's 
weaknesses — a vacillat- 
ing government and wea 


Thailand 












The reason for this dichotomy is pre- | tax collection which 
cisely why the REVIEW singled Thaila nd | stricted the role of the indonesia 


out in 1982 — its defensive strength at a 
time when export-oriented Asian 





pee sector — could if 
ndsight have. been ё 










r range of ex- 
‘commodities, it had tourism and it 






a manufacturing sector which, de- 
spite weaknesses, was less dependent on 
“+ high-cost import substitution than mos 

| in the region. And it had a dynamic 


jose . 
| schemes at. a time when 
costs of capital 


















strength, avoiding gran 
capital-intensivà 


were 




















very and seeking | 4j 
refuge from harsh trade 

winds in further import |). 
substitution. '83 


_— Philip Bowring 














“electronic components were also enjoy- 
| ing steady increases at the same time. 

<.< What is remarkable about the Thai 
economy is not its performance over the 
past year but the fact that it kept going 





of-trade experiences of any developing 
country. For the first half of the 1980s, 
| virtually the only good fortune to come 
Thailand’s way was the development of 
gas and lignite deposits which slightly 
offset.the 3376 decline in terms of trade. 

Nor was the steady rise in manufac- 
tured exports entirely by chance. The 
main impetus has been the decline of 
the U9 dollar—linked baht. But the first 


push came from the 14:995 devaluation ' 


against the dollar in November 1984, a 
hard decision for policymakers for 
whom the baht/dollar peg had been the 
-foundation of monetary stability. The 


action was partly aimed at stemming im- . 


ports and helping hard-pressed farm in- 
comes. It also helped boost tourism, 
which has remained a growth business 
through thick and thin. But half an eye 
was also turned to stimulating manufac- 
tured exports and was linked to.a more 
concerted effort to provide tax and 
other incentives for export manufactur- 





ing. The devaluation decision was a. 


watershed in Thai policymaking as it 

recognised that exchange rate stability 
, had to be sacrificed if new potential was 
| to be realised. 


far at least most of the export impetus 
has come from Thai enterprises. 
Semiconductor plants may be all foreign 
owned, but the textile industry is a com- 
bination of local ownership and joint 
ventures. Success has been achieved at 
both ends of the business — fabric and 
garments. Precious stones is entirely a 
home-grown activity and has moved 
rapidfy from gem-cutting into manufac- 
ture of settings. To keep ир with export 
demand, uncut stones are being im- 
ported, mainly from Sri Lanka.. : 
Also counted among manut: 











as it did through one of the worst terms- . 












All eyes are now on Japan's invest-: 
ment in export manufacturing. But so” 





exports are canned seafood, much of 


which is imported, and canned pineapple. . 


Although related to agriculture, they 
both relied mainly on local initiative and 


efficient labour for their development. . 


Т: baht devaluation and weak dollar 
have also had some painful effects, 
not all of which may yet have flowed 
through as Japanese ире have held 
off price incredses as long as possible. 
One, which.may have a positive impact 
in the longer run; is to drastically raise 
the costs of import substitution indus- 
tries which rely on imported compo- 
nents for such things as cars and electri- 
cal appliances. Sales slumped « and 
manufacturers got into difficulties. 
Even now with motor sales beginning to 


revive there is huge overcapacity in ће 


assembly industry (REVIEW, 5 Mar.). 
This has had two consequences. Mit- 
subishi is to use existing capacity to as- 
semble 2,000 cars a month for export to 
Canada. Although most parts will beim- 


| ported, the move will give a Шр to the 


more competitive local components 
makers. Some have already been find- 
ing markets outside Thailand and this is 
likely to be further stimulated by the ex- 
port-assembly business. 

Component manufacture could go a 
lot further but for the import substitu- 


.tion policies being pursued elsewhere in 
| Asean, notably 


As alaysia where produc- 
tion costs are higher. Indeed, according 
to à Japanese expert: “Thailand’s auto 


industry is making much more progress 


without a national car project than Ma- 
laysia is with one," The Thais have been 
offered several packages similar to that 
of Malaysia's Proton Saga, but turned 
them down. 

Thailand itself, however, still has 


LLL NCEE NTE LITT, 
Bangkok on the map: page 70 
Farms face challenge: page 72 
‘Peaceful revolution": page 74 


























plenty of high-cost import substitu 

Although there are plans to reduce p 
.tection gradually by regularising ta 
bands at around 5-10% for basic р 
ducts, 15-3096 for intermediates and 40- 
50% for finished goods, there is a lon 
way to go. Many producers still benefi 
from outright import bans. There ; 
worries too that initial protection | 
granted то new industries sucha 
ral gas-based downstream petroche 
cals, in which various companies h: 
been induced to invest, and colour 
tubes, to be made by Siam Cement, m 
































dual pricing’ structure may emerge 
the domestic market. effective 
sidising exports, a pattern see 
Taiwan — though that might also 
anti-dumping retaliation. . 2 
Generally, the bureaucracy is 1 
very sympathetic to protectionist. 
mands, especially. now that» 
enamoured of manufactured ‘exp 
Political influence can work against 
tection as well as for it. There; 
voices, including army соттап 
Chaovalit Yongchaiyut, who from 
to time demand efforts towards self-suf 
ficiency in such basic industries as fe 
tilisers and steel, but the government 
own financial problems usually ensure 
in the end that projects have to be. 
mercially viable to win support... 
So far most foreign investment for: 
qu hàs been in component and asse 
ly industries with relatively:few 
ages to existing manufacturing, That ї 
unlikely to change in the nearfuture. 
panese manufacturers such as Sha 
arriving to take advantage of là 
costs and infrastrucf&re, in some 
moving whole factories out of Japa 
even Taiwan, as prt of a global | 
ganisation of patterns of productid 


are 


ther Japanese firms have been i 


| Y 















to local competitiveness. According to 
оте surveys, in the chip business Thai- 
nd has the lowest labour costs per unit 
f output in Asia, and also relatively low 
labour turnover. It suffered little during 
the recent world-wide shake-out. 
| However, there is a secondary rea- 
n why foreign: investment is now 
owing into "Thailand. The potential 
omestic market of 50 million people 
ith rapidly growing demand for con- 
r goods is also recognised. Although 
t investments aimed at the local 
arket are joint’ ventures, an export- 
riented plant still offers an opportunity 
put a toe into the local market. Com- 
апіеѕ пом being granted export pro- 
iotion privileges by the Board of Invest- 
nts are being allowed to sell up to 
0% of their production locally. This is 
psetting existing domestic producers 
are trying to use political pressure 
gainst it. But if pursued it will make 
al manufacturers more competitive 
id create better linkages between ex- 
ort and import substitution industries. 
Apart from Japanese and, to a much 
ser. extent, European and US com- 
ies, Taiwan ànd even South Korean 
rms are beginning to see relative cost 
dvantages in Thailand and, for those 
h branded products, a need to estab- 
hemselves in the Thai market. 
The importance of foreign, export- 
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than where labour is cheap. 

Many of the assembly type opeta- 
tions face the protectionist threats that 
the textile indusfry has already encoun- 
tered. Some is argue there is now 
too. m ch inves[ment from Japan and 
not en@ugh fror& elsewhere. Or that the 






surge foreign investment, while 
bringing rm gains, will swamp 
nascent loc anufacturers which havé 


been so important to the growth of sélf- ^ 
groups in South ^ 


sustaining industrial 
Korea and Taiwan. 


xport euphoria also hides the fact 

that in all but the short term, domes- 
tic demand will be atleast às important 
in spurring industrial development. That 
can only result from an improvement in 
output and prices in the rural sector 
which provides the bulk of employ- 


- ment. Although manufacturing now con- 


tributes 22% to GDP compared to ag- 
riculture’s 19%, this is more a reflection 
of the low productivity in agriculture 
than of the strength of industrialisation. 
Meanwhile, only 20% of the population 
is urbanised — compared, for example, 
to 40% in the Philippines, d 
Although rural/urban income imbal- 
ances are partly offset by internal and 
external remittances (mainly from the 
Middle East) the gap remains very 








| Current account 
































| 1970s towards poverty alleviation by the 





THE SAVINGS-INVESTMENT GAP 


de. d 960s апа 
opening up of new land and the exten- 
sion of roads and services throughout 
the country may have gone into reverse. 
In theory it is possible that while the 
rural sector languishes, the metropolis 
can enjoy a continuous industry- and ex- 
port-based boom feeding demand for 
locally made "sophisticated consumer: 
products: In practice it is not likely. 

If rural output and prices pick up the 
whole economy. could enjoy a huge 
boom with rural démand for consumer 
goods and construction materials giving 
an even bigger boost to manufacturin 
than exports and setting off à muc 
broader based industrialisation process. 
It would also spur greater productivity 
through sorely needed economies of 
scale in import substitution. 

If not, income disparities will, in- 
crease and unbalanced development 
will be an added burden. Already, the 
concentration of,people and industry 
around the metrópolis and eastern sea- 
board are creating water, sewage dis- 
posal and industrial pollution problems 
— not to mention adding to Bangkok’s 
notorious propensity to flooding. These 
will require expensive solutions by gov- 
ernment, further reducing funds avail- 
able for rural development. 

There is an opposite argument — 
that poor prices are résultingsin a neces- 
sary shift of resources from low produc- 
tivity agriculture to relatively high pro- 
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Diplomats and UN organisations have long 
regarded Bangkok as the epicentre of | 
Southeast Asia — despite the presence of 
.the Asean secretariat in Jakarta. But as a 
regional commercial centre it has never 
rated highly. This has been partly due to 
ТУТТУМ the proximity of Singapore and Hongkong. 
BEC Bangkok even lost out — at least before 
the Marcos regime began to crumble — to Manila, despite 

favourable gepgraphy, air and telecommunications 
“link 


til recently, Thailand never thought much about mak- 
pAtself attractive as a commercial hub, surprising given the 
ve it has put into tourism development. Lack of ready 
miliarity with English, thg language of international com- 





merce and legal documentation, was a real obstacle and 
meant there was little impetus to remove other impediments 
such as official barriers fo foreign individuals and businesses 
in commerce and professions, tax regimes which discour- 
age representative offices, and immigration procedures 


. founded mainly on giving minor officials an income supple- 


ment. j 

But things may be changing. Bangkok is gaining in status, 
in the eyes of Overseas Chinese. In the old pres ino-Thai 
money went from Bangkok to Hongkong. Nowadays Hong- 
kong is seen to be'a bigger political risk and Singapore to 
suffer from too many rules and a scarcity of investment op- 
portunities. Second, Thailand is attractive because ĝino- 
Thais are relatively integrated into the society and run 
most of the financial institutions. In contrast, neighbour- 
ing Burma threw out its immigrant commercial class; Viet- 
nam pushed them out; Cambodia killed them off and Ma- 
laysia and ct them to severe disadvantages. 





















try. However, social con- 
sequences of the urban/rural gap apart, 
it seems unlikely that industrial deve- 
„| lopment, excépt in a narrow export sec- 
| tor, can be sustained without increases 
in labour and land productivity in ag- 
riculture. Furthermore, agriculture will 
| remain the largest single generator of 
г employment — 33% of all new jobs in 
Sixth Plan targets compared with 45% 
in 1982-86. Industry's component is ex- 
pected almost to double, but only to 
20%. Services will be the main employ- 
ment generator, rising from 32% to 
46% of the total. 





Te labour force is still growing at al- 
‘most 3% a year. In another 10 years 
it will have fallen sharply to around 1.6% 
(the current rate of population growth) 
and enter the optimum demographic 
situation that Taiwan and Singapore are 
how enjoying — a high proportion of 
young workers and few dependents, 
young or old. But the next few years will 
put pressure on job creation. 

While labour generally will be abun- 
dant there are concerns about tlie avail- 
ability of the highly skilled workers 
needed to advance productivity. Al- 
though literacy is almost universal and 
vocational schools turn out a good sup- 
ply of skilled workers, there is concern 
in some quarters at the quality and 
orientation,of tertiary education which 
may be best at turning out doctors and 
bureaucrats. 

A more obvious shortage, if Thai- 
land ifto return to 6-7% growth, is capi- 
tal. Savings as a percentage of GDP 





averaged on 
85. Although it recovered to 20% last 








GDP during 1982- 


year thanks to the oil price effect, it 
shows no sign of exceeding the 20-2196 
range it used to record when GDP 
growth was faster but the economy less 
complex. This could cause serious prob- 
lems.in financing a muqh higher rate of 
growth, particularly in ipdustry. 

Investment's share 
tending to contract undgr the i 
declining savings. Althéugh thofturrent 
account is now in sm , 
significant rise in invest 
ing to pessimists, likely tó push the de- 
ficit back to the 3% of GDP level which 
is roughly the maximum that economic 
planners would be renard to see over 
a sustained period. Debt service has 
fallen to around 21% of exports and 
Thailand's debt profile is very comforta- 
ble with much of it very long term and a 
high proportion at fixed rates.. But 
it does not leave much room for an 
investment or a consumption boom un- 
less terms of trade continue to pick 


up 


ance was partly due to the fact that in- 
vestment fell to a mere 20% of GDP, 
the lowest in years. Pessimists also 
suggest that whatever happens to man- 
ufacturing investment and construction 
in the next couple of years, the negative 
effects of years of low investment will 
constrain output as in- 

frastructure bottlenecks г 
arise and capacity limits 
їп consumer industries 
will soon be reached if 

















































Last year's current-account perform- 











there is any si 
mand boom. MG 

The more optimistic view is th 
even a modest recovery in commo 
prices will have as much direct . 
pact on savings as oil has already done, 
clearing the way for a higher sustained 
level of investment. Relative to their 
comes, Thai households have a propen- 
sity to save. Furthermore, much of 
industrialisation now taki 
labour intensive. Capital intensit: 
been discouraged by the wea 
the baht. Many industry pro 
fact less capital intensive th. 
— аѕ one economist put 
price of a big tourist hotel on 
freezing plantsforchicken 
At present, too; inco 
going mostly to the sector 
est tendency to save ~ 
interest rates are more lik 
age investment than dete 
the stockmarket boom 
ing a little stimulation to sa 
sation, and has already hel 
the cost of capital. s 

The biggest savings pre 
in the state sector. In the 
the government's defi 
ning at 3-5% of G : 
prises have required a furth 
GDP in borrowed resources. The 
reason is that most government and 
state enterprise capital. spending. 


ica 
| APPLICATIONS | 


gnificant domestic. 















































Ata more formal level there is realisation that with an up- 






This does not mean that Bangkok has suddenly becom 


graded aii , first-class hotels, reasonably priced residen- 
tial and office space — at least compared with Hongkong — 
and heightened foreign awareness of business opportuni- 
ties, more companies might use Bangkok as a regional 
base. 

New regulations issued last year but which have received 
little publicity outside Thailand have made it much easier to 
éstablish representative offices of foreign companies “for the 
purpose of conducting international trading business.” It 
provides for the Ministry of Commerce to issue such permits 
‘and smooth the way for foreigners with the labour depart- 
ment, the immigration section of the police and the revenue 
and customs departments. At the same time, the government 
has shown itself willing to use executive authority to put a lib- 
eral interpretation on the law governing alien business, and 
the revenue department has issued guidelines on implemen- 
tation of income and business taxes... E Ni 








. new Singapore. There is no tax exemption, for example, 


~ paper. A recent Bangkok Bank report pointed to j 





















overseas trading. Nor has anx-thought been given to ma 
ing the city an offshore financial services centre. But what 
been done is a sighificant first step. It is a sign not that Thai- 
land is desperate to attract such business but that its own 
commercial institutions have enough confidence to be 
judged by wider standards. | 
At another level there is also the beginnings of realisa- 
tion that Bangkok has the capacity to take away from 
Singapore and Hongkong relatively sophisticated busine 
such as printing, which requires skilled labour, to 
machinery, good telecommunications И» and simple | 
cedures for duty-free importing of components 


potential. ЖУ 
Bangkok is not there yet. But itis on the move. 
y — Philip 








Collection has persistently 

eet the government's own modest 
eeds and targets — though there has 
ecently been some improvement, with 
ollection rising from 13.5% of GDP in 
980°to around 15.3%. Meanwhile 
nany state enterprises have either been 
ciently run, or, for political 

easons, underpriced their products. 
As a result of real alarm which built 
over the size of the public-sector de- 
and of the related foreign borrow- 
ig requirement, there has been an ef- 
ort to improve state enterprise perform- 
nce. And the oil price fall has allowed 
government both to adjust prices 
raise tax rates. As a result it has 
been able recently to offer a somewhat 
ess stringent budget without threaten- 
ng its self-imposed borrowing ceilings. 


ing faster than revenue, but t 


| culprits have been education and in- 


terest payments, neither of which is cas- 
ily curbed. The brunt of adjustment has 
thus fallen on public-sector capital 
spending. Although its share of GDP 
has been fairly gtable — in the 7.5-8.5% 
of GDP range|for several years — it 
mightlreasonalyy have claimed a great- 
er slick Capitalspending by the govern- 

itMelf has heen limping along at a 

6% О! total spending. . 


S: enterprises have been more 
active. Very large sums have had 
to be invested in energy, partly to meet 
demand requirements but more speci- 
fically in gas and lignite development 
which has reduced imported energy de- 
pendence from 70% in 1980 to 50% in 
1986. The target for 1991 is to reduce 
import dependeétice to 33%, even while 
energy demand is growing by 5-6% a 








charges. Private business may be right 
in claiming that in general it'uses capital 
more effectively th: ‘state. Possibly 
too the almost no tent burden of 
direct tax is a spur.to industry. But the 
situation is almost surreal. Corporate 





arms face tough bris 
;hallenges to growth 


Could agriculture, the 

‘traditional spearhead 

of the Thai economy, 

now be its Achilles 

heel? To listen to the 

talk in Bangkok of 

eke TT EM booming agro-indus- 
ААП tries exploiting new 
larkets, especially in Japan; it. might 
е assumed that Thailand has lost none 
f its flair for finding market oppor- 
unities, just as earlier it diversified 
rom rice into maize, then cassava, 
en sugar and pineapples, not to men- 
ion a great variety of lesser crops from 
nung beans to kapok. But as agricul- 
ure expert' Ammar Siamwalla puts it: 
‘The dynamism. shown in the past 
hree. decades of expanding land fron- 


rs and burgeoning markets is at an | 


nd." ; M. 
"Certainly the abilities of Thai farm- 
rs have been underrated many times 
е, and there continue to be some 
ounding successes. Frozen chicken 
xports jumped from 37,839 tonnes in 
ois to 64,796 tonnes, worttr-Baht 3.1 
illion (US$120,623), last year. Shrimp 
ports are still growing rapidly as a 
boom in shrimp farming is making up 
for static marine catches. Foreigners are 
investing in canning and packaging for a 
ariety of fruits, flowers and vegetables. 


These are higher value-added products 


їп traditional bulk commodities, and 
Ome, like fish canning, also: require 
our-intensive pgocessing. А 
WNÓwever, these successes hide 
ojher reality — that growth in overall 
agficultural output has slowed: to a 


-tgickle. It averaged. only 2% during 


mpared with 3%gin the pi 











ous five years and л" 
higher іп earlier 
riods. This may be 
lamed partly оп роог 
weather, ^ especially 
last years drought. | 
And partly on very low 
world prices, espe- 





И} marine fishing isona plateau, 
with some areas badly over- 
fished. 

In = future, agricultural 
growth will have to ‘come 
from a combination of land 
productivity and higher 
value-added products. How 
the necessary shift will be 
achieved is uncertain. Irrigà-.—- 
Чоп has played a part in pro- 
viding more reliable wet-sea- 
son cropping, and second 
cropping in some areas. But 





cially for rice, maize 
and sugar, and also on 
the early 1980s leap in fertiliser prices. 
These probably.inhibited planting of 
marginal land and certainly caused 
farmers to cut spending on such inputs 
as fertiliser to a minimum. Indeed, it 
says much for the natural fertility of 
Thailand. that rice and sugar have re- 
mained profitable because production 
costs can be kept low by not spending on 
fertilisers and insecticides. 

However, low inputs have meant 
that land. productivity has remained 
very low as well. Some improvement 


has been seen in rice, especially as a re- . 


sult of the expanded area of irrigated, 
dry-season cropping where yields are 
high due to close water control and use 
of inputs. Rubber has shown spectacu- 
lar gains as new varieties have started to 
yield. Otherwise the picture has been 
depressing: Some crop yields have even 
tended to decline as soil quality of re- 
cently opened-up land has begin to slip 
and some irrigated areas to suffer from 
salinity caused by poor drainage. . 

; "Output increases in the past have 


"been: mainly due to increases in culti- 


vated’ area. Forests have fallen from 
50% of land area in 1960 to 29% today 
—a rate of deforestation that not only is 
unsustainable but is now causing ero- 

i ems. Similarly, once booming 
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high fuel 


. most economically viable big 
irrigation schemes have al- 
ready been carried out. And now a 
water shortage is looming as the central 
plains, the north and Bangkok compete 
for limited resources. 
Things сап Ђе done to extract more 


from increasingly scarce resources. The 


irrigation distribution system is incom- 
plete and inefficient. It was designed for 
paddy, not for crops which need less 
water or much more precise water con- 
trol. But improvements require not only 
scarce government money, but an even 
rarer resource — good public-sector 
management. І 


Tr is also a need to improve farm- 


ing practices. Thai farmers have 
been quick to spot new market oppor- 
tunities, and have mechanised furiously 
—- the number. of tractors іп use has 
more than doubled in the past seven 
years despite low commodity prices and 
prices: But whether out of con- 
; risk aversion, local taste pre- 
sheer lack of necessity, there 
has been unwillingness to adopt new 
seeds and planting methods. ө 

The main problem may, of course, 
be output prices. Optimists suggest that 
a sharp recovery would have a dramatic 


;effect on risk taking, quantity of inputs 


nd 





hence productivi vould bring 





income tax only amounts to 10% of total 
| tax revenue, and most ofthat is paid Бу. 


a small number of public and foreign- 
owned companies and banks. Reported 
company losses almost equal reportéd 
profits. Personal income tax is only 
Slightly more remunerative and falls 
mainly on the salaried middle class. Asa 
result there is a heavy reliance on im- 
port duties and excises which contribute 
nearly 50% of all taxes. The much- 


maligned business tax — effectively 
2 ия tax — provides another 
17%. | 


Те problem with the tax system is 
not just revenue. Reliance on trade 
duties for a long time resulted in export 
taxes. These have mostly now gone, but 
for revenue reasons the authorities are 
reluctant to reduce import duties even 
when they would like to cut protection. 
Business tax has encouraged vertical 
integration of firms. Rate reforms have 





been introduced which offset some of 
the negative effects and next year а 
value-added tax will be introduced for 
some items. But at all stages the need to 
rationalise taxes and duties, and en- 
courage investment and export indus- 
tries has been impeded by the need to 
raise revenue from a private sector for 
which tax paying is an aberration. 

Poor revenue collection may. have 






But it has also deterr¢d. mainfenance 
and improvement of irkgatigyf systems 
and extension services, stment in 


communications and. watér supply, and 
a host of other projects with very great, 
but long-term returns. The importance. 
of public investment as a necessary pre- 
condition for successful private enter- 
prise isin danger of being forgotten. 

In the end though, it is the drive of 
the get-rich-quick commercial class and 
the more ambitious farmers which will 
do more than anything — including any 








about a rural boom. Apart from rice and 
cassava, Thailand is a sufficiently small 
producer for its export volume not to 
have a major impact on world prices. 
So, given its comparative advantage, it 
should be able to look forward to the re- 
turn of prosperity and growth to its farms, 
But that is still a big "if." Without-a 

' price recovery, two-things. will happen.. 
Exportable volumes will gradually fall 
as domestic demand rises faster than 
output, with serious consequences for 


the reft of the economy. Farm incomes ` 


will remain very depressed, increasing 
the already very wide gap between 
urban and rural living standards. That in 
turn will make industrial growth largely 
dependent on exports. That is the 
gloomy view. ; 

On the brighter side, some newer ex- 
port products such as fruit and vegeta- 
bles are not only expanding markets but 
are mostly less affected by the export 
subsidies and self- sufficiency: goals 
found in staple crops. In time, it is rea- 
sonable to expect that as countries such 
as South Korea grow richer they will re- 
duce impediments in the way of “lux- 
ury" food imports. 

Thailand also has an opportunity to 
win. market share. Taiwan, which has 
enjoyed big successes in canned and 
fresh vegetables and fruit, may: be vul- 
nerable because labour costs have been 
rising rapidly. Some Japanese buyers 

_ are shifting sourcing from Taiwan. Top- 
of-the market Australian and Califor- 
nian exporters may also be at risk. How- 
tver, this will require close cooperation 
between foreign buyers, Thai middle- 
men and, above all, local farmers, who 
will need to achieve the same standards 
of quality and consistency as foreign 
competitors — and at lower prices. 

These markets are both fussy and fi- 
nite. So though opportunities abound, 


they are neither easy nor limitless: Simi- Ţ 


larly with fish. farming. Thai production 








‘potential is immense. But without good 








| 





should still out-perform the rest. 

















number of foreign electrical goods 
tories — to ensure Thailan 
its momentum. It should susti 
medium-term. growth. than its A 
neighbours — though the gap betwei 
first and last will be narrower inthe.n 
five years than the past five. Itis di 
to imagine that a country which: 
diversified as vigorously. as "Fh 
will suddenly run out of ideas. It 
tainly does not lack the resources; 
In theory, five years of go: 
with terms of trade and fore 
ment could produce an aston 
formance à la South Korea. I 
a Middle Way seems more like 
shine will go off export manufact 
and a weak currency. But agri 
may look up, and businesses: 
paying tax. It willbe an unusual yea 
deed that GDP growth falls helow 
or surpasses 7%. In sum, Thailand is 
longer. Asean’s Dark Ногѕе: Bu 
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is still a fraction of that of Taiwan, so.the 


management there is the risk of disease 
which killed off an earlier boom. 


I? another direction, success in poul- - 
try is expected to be. extended to pig- 
meat, which is not only high value but 
will boost consumption of. low-value 
local corn and tapioca. However, fac- 
tory farming of animals has underlined 
some glaring weaknesses in Thai ap 
riculture. The animals need vegetable 
proteins, which are in short supply. Al- 
though production of soyabeans has 








been expanding, imports are large and, 
through ` a- price-averaging 
wholesalers are able to keep the domes- 
tic farmgate price above the world price 
— hardly healthy for a major agricul- 
tural exporter. 

A similar subsidy scheme for domes- 
tic producers through imports is found 
with. dairy produce, often touted as a 
growth industry, but another where 
technology has yet to adapt to local con- 
ditions. In time it may do so, but it is not 


system, | 


something farmers are likely to be а 
































to achieve on their own without cap 
and outside advice. Cattle raisingis à 
land intensive. 
Cotton is another crop wheri 
mand has been growing, thanks 
buoyant textile industry, but produ 
is actually falling even though pric 
have been less depressed than mos 
farm commodities. z 
So the search for agricultural div 
sification while retaining competiti 
ness is by no means easy. And w 
Thailand legitimately complains. 
about the effect of foreign subsid: 
rice, corn and sugar, its tapioca pro 
ers are reliant on the artificial EEC 
ket, to whose high prices Thailan 
joys singular, if restricted, access. ( 
erally, tapioca. is not competitiv 
other animal feeds in world markets 
All in all, the rural sector is facin 
much more difficult time than i 
past. In the longer run there are bi 
portunities for tree crops to repeat 
success achieved in rubber and palr 
Fruits are one, commercial. fores! 
another. But they require high de 
of commercial aptitude and long-rang 
planning. With good luck with pric 
and good management, agricultural 
ume growth could well return close. 
3% a year,and value added in agricu 
ture closer to 4%. But it will need effort 
Some economists suggest that po 
commodity prices are a blessing in dis 
guise, forcing workers and other ri 
sources into higher value-added;expor 
oriented manufacturing and services. 
But this ignores the huge comparativ 
advantages that Thailand actually or po 
tentially enjoys in so many agricultural 
products. These cannot be duplicáte 
quickly as compardtive advantag 
low-to-medium technology тапи 
ing. The bottom of the commodity > 
isno time to be despairing of agricul 
4 — Philip Bow 






















































Fifty years of so- 
ial stability despite 
coups, half-coups and 
would-be coups has fi- 
nally convinced most 
! foreign investors that 
TWO CHEERS в coups Thai-style do 
ААЛИ not matter. If not 
uite. part of the culture, some have 
эте to see them as a relatively benign 
method by which the long-term equili- 
um. of political interests is main- 
ed. 

Similarly, in 12 years since the "fall 
d liberation" of Phnom Penh and 
aigon, the outside world has grown ac- 
ustomed to one of the world's most 
apitalist nations confronting once-vic- 
us communism. Who cares any 


apitalists have won the peace. Thai- 
nd'shome-grown insurgency has with- 
ed as a result of poor examples from 
mbodia and Vietnam, reinforced by 
China's change of role from poacher to 
gamekeeper. 
But have perceptions of Thailand 
ow gone from being over-alarmist to 
ver-sanguine? There has been in- 
eased concern of late that the military 
ау want to grab a bigger chunk of 
wer. As one senior bureaucrat put it 
We are on the verge of a major econo- 
ic advance. But the army could yet 
ер in and ruin this once-in-a-genera- 
jon opportunity." 
The fear is not so much that one gen- 
eral will establish a personal military 
dictatorship. Thai politics — including 
ilitary politics — and society are now 
far too complex for a teturn to the sim- 
ple despotic paternalism in the Pibul/ 
arit/Thanom mould. The risk is of the 
mposition by military leaders of mud- 
-headed socio-economic policies. 
" The. corruption. and indecision of 
ected civilian administrations, albeit 
nder the leadership of a former gen- 
ral, provides plenty of ammunition for 
е “save-the-nation” rhetoric in which 
enerals like to cloak their ambitions. 
rmy “Commander Gen. Chaovalit 
ongchaiyut not only is оралу con- 
temptuous of the way the parliamentary 
stem has been working, he has an eco- 
omic agenda of sorts. Chaovalit's es- 
pousal of patiwat, which he roughly trans- 
lates as peaceful. revolution, is hardly 
the sort of sentiment to. appeal to 
capitalists, local or foreign. His vaguely 
socialist tenets include coercive land re- 
form to create a boom in agriculture. 
Chaovalit’s views are quite similar to 
sgespoused bythe Democractic Sol- 
diel} group at the beginning of the 
1996s, which surfaced as slogans in the 
fortive Young-Turks coup of 1981, at- 
cking big- business non ey com- 


ger about border skirmishes? The. 





bine nationalism. with a vague form of 
socialist idealism. It is essentially anti- 
pathetic to capitalism and views Thai- 
land'à internal troubles, including the 
nist ins@rgency which was a per- 
the 1960s and 1970s, 
m exploitation of the 
people by ping middlemen and cor- 
rupt officials. Development has been 
benefiting the few, not the: masses. 
They view the political parties as cor- 
rupt vehicles by which business groups 
and individuals acquire favours. 

It is no coincidence that. Chaovalit 
was a key figure in the anti-insurgency 
Internal Security. Operations Command 
(ISOC), nor that ISOC, whose military 
role has been reduced by-its own suc- 
cess, is now turning to political work. 
Labour, student „апа“ other pressure 
groups have surfaced to demonstrate 
support for Chaovalit's patiwat pro- 
nouncement. Although some of 




















Chaovalit's ideas are too alien to the so- 
cial fabric to stand much hope of im- 
plementation, they show some of the 
tensions existing between military. and 
civilian power centres. These. were 
further underlined in the aftermath of 
patiwat when Kukrit Pramoj's criticism 
of Chaovalit led to military inspired 


demonstrations outside his house. 


TS threat of woolly military social- 
ism should not be exaggerated. The 
links between business and the officer 
class are strong, cemented by plenty of 
money. However, there is a strain of 
Шү to the commercial class 
among the younger and more ‘idealistic 
officers. And the armed forces are the 
one branch of the Thai power structure 
to-which the Sino-Thais, who dominate 








commerce, have yet to gain access: 
Similar antipathies have existed. in - 
the past in the bureaucracy, but these 


more bureaucrats 
usiness, and second- 
eneration business leaders have often 
born classmates of elite bureaucrats. 
Conceivably, the noises of Chaovalit 
could be valuable if they remind the 
politicians that they must keep self-in- 
terest within more seemly bounds and 
remind the metropolis of the i ut 
tance of the countryside. But anything 
more could undermine the pragmatic, 
free-market philosophy of the govern- 
ment and undermine the confidence of 
тео dynamic commercial class. 

Although they profess support for 
the rural masses, many suspect that the 
“revolutionaries” in the military are 
more influenced. by labour and student 
groups, with their vested. interests in 
cheap food and subsidised urban bus 
services. It was a civilian, Kukrit, who 
was last overthrown for trying to force 
the metropolis to pay a reasonable price 
for. rice: to the farmers. Kriangsak 
Chomanan was ousted in. favour of 
Prem partly because the army was un- 
happy with increases in utility prices. It 
was former army commander Arthit 
Kamalang-ek who threatened to re- 
verse the 1984 baht devaluation, which 

brought relief to the hard-pressed farm- 
ers at the expense of the urban economy. 
Even without the backing of vague 
ideology, friction between civilians and 
the military increases the danger of am- 
bitious middle-ranking officers taking 
matters into their own hands and, éven 
if they are not successful, creating the 
same kind of messy situation as ifi 1981, 





| or, if successful, recreating the divisions 


of the mid-1970s. 

Another danger already exists in the 
political and bureaucratic factionalism 
that sometimes intrudes into economic 
issues and does plenty of damage en 
route.. This includes agreements. which 
are torn up when» ministries change 
hands, a practice which -infuriates 
foreign governments with whom Thai- 
land must bargain on sensitive trade is- 
sues. The French and the Belgians have 
recently been on the receiving end of 
such treatment and will doubtless take 
some silent revenge in Brussels. 

The issue of whether to bring in a 
copyright law became a political foot- 
ball. It revealed a vein.of self-destruc- 
tive nationalism lurking not far below 
the surface that was prepared to jeopar- 
dise vital trade with the US — and likely 
also-US investment — to satisfy certain 
narrow sectional interests overly repre- 
sented: n ише, or -chauvinists 
standin “national dignity” regard- 
less of the коң to the nation. 

The ability of politics to spill over 
into destructive. surges was well illus- 
trated by the burning down of the 
Phuket tantalum plant last year, That 
episode has been quickly forgoften in 
the general economic euphoria. But any 
repeat of such events will have investors 



















reconsidering their] present confidence. 
i = Phi 


Bowring 


In 7 Days the Rest of the Worle 
Will Discover Manufacturing's New Frontiet 


in Our Part of the World 


4 


Beat the Rest of the World 


Beat them to South Texas. Don't wait for next week's Far Faster 
Economic Review to discover the unique manufacturing /mar- 
keting/transportation options available to investors seeking nev 
opportunities in U.S. and European markets. Telex today for 
dialogue with, or data from, these South Texas authorities 


ll Port of Brownsville/Ocean Port and Industrial Park/FTZ 
TELEX: 766612 88 Corpus Christi E.D.C./Industrial Informa- 
tion Sites & Assistance TELEX: 312655 8 Harlingen Industria 
Foundation/The Gateway to U.S. & World Markets TELEX 
9103213827 III McAllen Industrial Board/McAllen-Reynos: 
Twin-Plant Data TELEX: 767587 Wi Valcon International 
Developers/Consultants for Maquiladoras TELEX: 6201750 
BB WestPlex/Center of San Antonio's Future TELEX: 26991 





: Ном much will 
your balance sheet lose 
in the translation? 


It doesnt take much to make your well- 
managed, profitable foreign subsidiary look like a 
foreign liability. 

Just an unfavourable exchange rate when the 
balance sheet is being prepared. 

A classic case of currency exposure. And while 
the symptoms are easily diagnosed. whai’s to prevent 
you suffering from it time after time? 


Nothing short of specialist treatment. 





At NatWest, we've helped countless companies 
manage this risk successfully. 
First of all, well assign to you a personal 


contact, an account executive. He'll set about 


gleaning a thorough knowledge of your business policy tailored to your specific needs. To help ensure 
and the market it operates in. that, in future, your balance sheet is protected 

This is vital. I against currency exposure. 

Because when quick decisions are called for To do this he'll certainly call on some of the 
(as they often are in risk management) he'll be able financial instruments at his disposal, such as Foreign 
to provide informed answers, not snap judgements. Exchange Contracts, Currency Loans, Swaps, Future 
° е e 

Best of all, he'll be in a position to devise a Rate Agreements or Options. 
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More than likely, he'll consult the legal, Tokyo, Singapore and Hong Kong) trading in every 
accountancy and treasury specialists in our Group major currency you can name. 
Financial Engineering Unit in London. A bank with a top credit rating, operations in 37 
And draw upon all the experience of Britain's countries and an asset base of over $120 billion 
biggest bank with dealing rooms in every major Impressive figures. No matter how you care 


financial centre (including London, New York, to translate them. 


Risk Management by NatWest & The Actioh Bank’. 
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SHERATON WORLDWIDE RESERVATIONS The beauty of Sheraton Towers is the truly exclusive 

Instant, confirmed reservations А : n 

at over 500 Sheraton Hotels worldwide guest experience you receive. Being treated to the 

HONG KONG 3-7393535 KUALA LUMPUR 243-7522 most distinctive amenities. The most elegant 

SINGAPORE 7920000 JAKARTA 3807032 surroundings. The most attentive service. A cut 
above the rest, throughout Asia and the Pacific. 


That's the beauty of Sheraton Towers. ° 
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ECONOMIES 


India’s capital fright 


The crackdown on illicit funds may spark a recession 


By Salamat Ali in New Delhi 


he current constricted demand for 
M xs and a virtual crippling of day- 
to-day business transactions аге 
threatening to tip the Indian eeonomy 
into recession. The situation is being 
blamed on the fact that less and less 
“black money” — illegally accumulated 
capital not reflected in official figures — 
is finding its way into the economy. It is 
being scared away by a government 
crackdown against businessmen and 
others with access to such funds. 

Most trade items in India are sold 
pan for legitimate money and partly 
or “cash” — a euphemism for black 
money. The proportion of legitimate 
money to black money in each tran- 
saction depends upon taxes, such as ех- 
cise duties, levied on each item. The 
flight of black money from the economy 
is worrying businessmen, who are faced 
with mounting unsold stocks of such 
items as rubber, steel, cement, synthetic 
yat. fertilisers, paper and motor vehi- 
cles. 

This is bejng reflected in the declin- 
ing share prices of such Жа, сл 
companies as Hindustan Motors, Tisco 
Reliance Industries and Orkay Silk 
Mills. * 

The downturn in the stockmarket 
has also been fuelled by rumours of a 
split in the central cabinet and the fact 
that nationalised financial institutions 
were staying away. In an effort to re- 
store stability to the stockmarket, the 
Finance Ministry stepped in on 12 June 
and ordered these institutions to make 
substantial share purchases to take ad- 
vantage of the low prices, and tripled 
the amount individuals could borrow 
from banks against shares and deben- 
tures. 

These measures, however, are ex- 
pected to have only a limited impact, 
especially as the nationalised financial 
institutions already face heavy pres- 
sure on the use of their available re- 
sources. 

As a result, further government 
measures to shore up the stockmarket 
are expected soon. 

Measures announced by the Bombay 
Stock Exchange on 9 June, which were 
also designed to arrest the slide in share 
prices, have also so far failed to make 
any impact. The exchange ordered that 
no carryover would be permitted and 
that all shares sold must be delivered. In 
addition, daily margins have been im- 
posed On 43 stocks. The exchange is 
strictly enforcing the new regulations by 
suspending or бае brokers who vio- 
late them. 

The tight money position has also 


resulted in a slump in real-estate prices. 
Bombay property prices have tum- 
bled and brokers in New Delhi re- 
port a 15-20% fall in the past three 
months. 

The demand is so low, they say, that 
even properties bought о the govern- 
ment on compulsory purchase at below 
market rates are finding no buyers, 
despite the fact that they are being of- 
fered at the purchase price. In its ef- 
forts to curb the part legitimate and 
part blackmoney real-estate transac- 
tions, the government is empowered to 
buy and property whose sale, in its 
view, was made at an unreasonably 
low price. 

conomists fear that if the current 
slowdown continues for a few more 
months, the economy will slide into a re- 
cession which will result in even tighter 


money supply and 


reatly reduced 
levels of industrial pr 


uction. 


here is no doubt that India’s black 

money sustains a large slice of the 
overall economy, but exactly how much 
is not clear. Some economists estimate 
itis as high as 48% of GNP, while others 
put the figure at nearer 20%. In addi- 
tion to being hoarded as cash and used 
to smuggle gold, diamonds and other 
luxury items, black money is also em- 
ployed as capital to be invested in legiti- 
mate businesses that generate employ- 
ment. 

Alarmed by the extent of the black- 
money economy, New Delhi set up a 
commission to investigate it in 1968, 
under the chairmanship of a former 


chief justice of India's Supregfie 
Justice Wanchu. The Wanchu Сәті 
sion estimated the amount of blac 
money at Rs 100-170 billion (0557. 
8.6 billion), and last year the World 
nk put the figure at Rs 130 bil- 
ion. 

This was Rs 70 billion less than the 
estimate, also arrived at last year, of 
Rajah Chelaiyah, the head of an inde- 
pendent economic-research institute, 
who conducted his own survey and has 
held several seminars to focus attention 
on black money. Indian business circles, 
on the other hand, estimate the amount 
at between Rs 250-350 billion. 

Whatever the true extent of black 
money, there is no doubt in anyone's 
mind that it has flown out of the econ- 
omy as a direct result of the government 
crackdown against those who SS it. 
It was the recently dismissed finance 
minister, V. P. Singh, whose portfolio 
was taken over by Prime Minister Rajiv 
Gandhi, who ordered raids to te 
mounted on businessmen suspected of 
having black money. 

In the past two years Singh con- 
ducted 13,000 raids, but recovered only 
Rs 1.3 billion of the total illicit funds. In 

the process, however, he scared 
the holders of black money to 
such an extent that they stop) 
investing it in the economy. It is 
now widely accepted that Sin 
was a victim of this reaction by 
the black-money operators. 

The scaring away of black 
money from its usual forms of in- 
vestment, has lead some 
economists to conclude that 
there is a strong outflow of 
money from India to forei 
banks through so-called “hav 
transactions,” which are illegal 
but wellzorganised rackets for 
depositing’ agreed amounts in 
hard currency abroad in ex- 
change for Indian rupees, paid 
in India at a mutually agreed 
rate. 

Because of the illegal nature 
of these transactions, it is impos- 
sible to estimate the extent of 
the flight of capital abroad. 

There is circumstantial evidence 
that it could be extensive, however, in 
the fall of the value of the rupee against 
the US dollar on the black markets in 
New Delhi, Bombay, Calcutta and 
other large Indian cities. In New Delhi, 
for instance, the rate is Rs 17-18:US$1, 
compared to the official rate of about 
Rs 13:US$1. 

Hard-headed economists argue that 
the managerial skill of Indian financial 
administrators should be judged not by 
their efforts to eradicate black money, 
but by their ability in keeping its value 
below that available în the legitimate* 
economy. But while arguing for this 
pragmatic approach, they note that the 
number ы is continuing to in- 
crease. 

















I waters looked distinctly 
wg tame in the month to mid-June 
and though equities generally managed 
small gains, it was mostly a question of 
three steps forward, two steps back. 
What the market perceived as unfocus- 
ed waffling at the Venice summit did 
not give investors any direction, except 
to wonder what will happen if the Ja- 
panese and West German economies 
reflate effectively but the US continues 
not to face up to its budget deficit. 
It was one of those months when 
men could have made good money 
the right timing on short-term 
swings. There were few definable trends 
for equities, currencies, bonds or com- 


Investment seas getting heavier 


May thought they were onfo a winner as 
investors looked for hedges against the 
renewed of inflation were disap- 
inted. Gold fell back 5% to around 
USS450, after tumbling to US$440 at 
one stage in the month. It ороной to 
track fhe performance of the harder cur- 
rencies against the dollar rather than 
move on its own. Prices even failed to 
react to the news of Paul Volcker’s im- 
ponds departure from the US Federal 
eserve. More псе сот- 
modities tended to fall back with gold, 
but others such as rubber, cotton and 
copper were firm to steady. 
S equities started weak in the face 
of Citicorp’s provisions highlighting the 
Third World debt lem, but reco- 


vered to shrug off the change at the Fed. 
US bonds and the US dollar were not 








Marking time with the yen 


while the dollar rallies , 


By James Bartholomew in London 

The US dollar has 
stabilised in recent 
weeks, giving rise to 
the idea that its head- 
long fall against the 
Шусп and Deutsche- 
mark might be over. 
This, however, may 
not necessarily be the case. 

The yen has risen so far that Japan- 
ese exporting companies are feeling a 
great deal of pain. Each day brings 
another announcement of severely re- 
duced profits. Yet, they keep on export- 
ing in almost the same volumes. This in- 
creases the yen’s value and hurts export- 
ers even more. It is as though the Japan- 
ese exporting machine were fighting it- 
self (baina previously fought and 
beaten everyone else). 

As long as Japanese exporters man- 
age to live with the rising level of the 
yen, the rise will continue. Only when 
they, despite their extraordinary record 
of success, throw in the towel and accept 
real, substantial falls in volume will the 
yen weaken. 

The question for investors is, at what 
level will the exporters take the knock- 
out blow and collapse on the mat? The 
answer epoca to be, “not in the im- 
mediate future." Previously, major oil- 











price increases held the Japanese cur- 
sent account in balance and kept the yen 
in check. Now, for the first time, the 
currency of the fhost successful ex- 
country is free of, the oil 
reat. The Japanese sf 


portin 


p t 


e out on 








their own, testing their own limitations. 

Governments would like to see a soft 
landing for the yen (and the 
Deutschemark). But, in fact, they have 
already been frustrated. There was a 
time, not so long ago, when the Japan- 
ese were opposed to any rise in the yen 
beyond ¥190:US$1; then it was € 170, 
then * 150. It has made little difference. 
Now, governments are trying to hold 
the level at #140. 

It appears unlikely that their efforts 
will succeed, because the Japanese can 
still compete at this level. The volume of 
exports in April was down a mere 2.595 
compared with a year before. The value 
was actually up substantially, rising 
nearly 10% in US dollar terms. The 
massive surplus remains intact. To be 
sure, there is always a delay in the im- 
pact of exchange rates on trade flows. 
But, even so, the Japanese surplus is 
particularly invulnerable. 

The main reason is that Japan's im- 
ports are small as a percentage of 
Japan's exports. Since Japan only im- 
ported 58% as much as it exported last 
year, it would take a very big jump in 
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quite so 

onto part of its late May recovery when 
it regained the ee Md 
even rose against sterling ed by a 
duly fulfilled expectation ofa That r 
victory. But the impression of dollar 


nee was of sidewa ME: 
okyo equiti lizzi ights, 
the Nikkei Index climbing well through 


imports to close the gap (and/or a very 
big fall in exports). 

The second reason is that some im- 
port categories will almost certainly 
not increase in volume. They include 
raw materials, especially oil, coal and 
gas which Japan will not need more of. 

The third reason is Japan's build-up 
of capital overseas. The accumulation 
of current-account surpluses has made 
Japan into a major creditor natien. Last 
year net foreign assets jumped another 
US$50.5 billion to US$180.4 billion, an 
important source of dividends and in- 
terest. Even before Japan exports a 
single silicon chip, it is already in surplus 
from income on this capital. 


ven the most hopeful analysts 

foresee another massive current-ac- 
count surplus this year. Morgan Stanley 
has been quoted as forecasting "only" 
US$61 billion (REVIEW, 11 June). That 
would hardly be a springboard for dollar 
strength. Meanwhile, other forecasters 
are less hopeful. Hoare Govett predicts 
US$70 billion, Nomura Research Insti- 
tute US$83.6 billion and Phillips and 
Drew US$87.7 billion. 

A traditional way of looking at whe- 
ther currency rates are "right" is by the 
calculation of purchasing power parity 
(PPP). A starting date is taken when 
equilibrium in the balance of payments 
was reached. The exchange rate at that 
point is then adjusted for inflation. 

The yen/dollar PPP based on 
wholesale prices for 1987, according to 
Nomura Research Institute, is 180. 
Using export prices, the PPP is 145. This 
would support those who think the dol- 
lar has fallen far enough. But wh US- 
Japan trade so obviously out of equilib- 
rium, the value of the PPP calculation is 
called more into question than the cur- 
rent exchange rate. In any case, a mas- 























25,000 after a brief hiccup on the Latin 
American debt problem. The steadying 
of the dollar and the latest government 
_ Stimulation package provided the osten- 
sible reasons — though the stimulation, 
if it is for real, will lead to higher infla- 
‘tion or tighter liquidity as it makes 
greater demands on the bond market. 
co Taipei hopes of further liquidity- 
generated gains were at least temporar- 
ily dashed by increasingly desperate of- 
| measures to try to control money 
supply. It fell 10% one week and at mid- 
June was 7% off its 1,906 late-May high. 
Given the strength of the economy, no 
one was B стерео. А Long-diffident 
Hongkong finally took off in the face of 
higher interest rates, breaching the 
3,000 mark on the Hang Seng Index for 
the first time on a gain of 10% over a 
month, with property stocks making 
most of the running. 
That left only Southeast Asian mar- 








kets still steaming ahead without any 
significant setback. Bangkok has now 
doubled in a year. Correction may be 
overdue, but it is still the cheapest mar- 
ket in East Asia apart from politically 
troubled Philippines. Thailand also has 
better economic prospects — not that 
they seem to matter much these days — 
than Singapore and Malaysia, wþere a 
succession of new highs were reached, 
before MO ME set in, partly on 
commodity hopes. 

The fading of the gold flurry may 
have persua Australians that their 
economy is not built on either gold or 
media empires, the markets falling 
some 3%. Europe too looked uncer- 
tain. Paris dropped sharply, Frankfurt 
was barely steady and only London 
showed life — and for political reasons. 

Perhaps this bull market will end, or 
is now ending, not with a bang but with a 
whimper. — Philip Bowring 
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WHERE THEY STAND 


(Current account) 


companies to relearn the ways 
of export growth. Only then will 
the dollar start a sustainable re- 
covery. 

As for other currencies, the 
only mafbr ones which can live 
with the current strength of the 
yen are the Deutschemark and 
the Swiss franc: In two senses 
the Deutschemark is even bet- 
‘ter po than the yen to rise 
further. First, export volume 
has actually continued to in- 
crease in the first quarter of this 
year, despite the, currency's 
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US (deficit) 


REVIEWDIAGRAM by Ricky Hui and tvan Kwang 


sive overshoot certainly took place 
when the dollar was strong. A certain 
degree of overshoot might be needed to 
compensate now that the dollar is weak. 
Forecasters, like governments, tend 
„to assume gradual currency shifts. But 
the: history. of the yen/dollar rate over 
{һе past. year is. one of sudden lurches. 
js While forecasters. predict rates varyin 





| from X147 at year end (Merrill Lynch). 


to Y 120.in a year's time (Hoare Gov- 
| ей), а further sudden rise in the. yen's, 
‘value against the dollar is probable well 


| before year-end. At ¥110 or * 120 the | 


Japanese exporters might lose a mate- 
rial amount of volume in their exports. 


| If that is the case, why should the mar- 


“kets wait for next year? 

If such a further appreciation of the 
yen takes place, the US will probably 
feel obliged to respond with higher in- 
terest Mtes. Higher interest rates will 
| prop up the dollar, stem incipient infla- 
tion and cause a. year or two of t 
sion. This will cut back 05 
] while the lower doll Шеп 





Japanese (surplus) Ef West Germany (surplus) 





rise. Secondly, West Germany 
is politically strong enough to 
reject US ~ pressure. to over- 
stimulate its economy, Japan 
; cannot do so without fear of 
trade reprisals. On the other hand, West 
Germany is a more open economy, so it is 
more likely | to: respond to the 
Deutschemark's-. strength by buying 
more foreign goods. Thus, the Deutsche- 
mark is unlikely to overshoot wildly 
(which the yen.might conceivably do). 
One factor that accounts for the re- 
cent stability of the dollar. is the widen- 
ing differential between Japanese and 
est German interest rates, on one 
hand, and US interest rates on the 
other. Another is the the Japanese 
Ministry of Finance’s mid-May order to 
leading Japanese banks, securities and 
insurance companies to stop speculating 
against the dollar. 
.. The fact that Japanese institutions 
are. not allowed to short the dollar 
means that the dollar is probably not as 
oversold as it would otherwise be in the 
current situation. As a result, some 
analysts are suggesting that investors 


| should take advantage. of the current 


rally in the dollar to buy yen and 
Deutschemarks ü 


m 













































and then distributed proportionately t 
the Pinc holders. .. В т 
For. a property owner, the Pinc rout 
provides a source of financing | 
avenue for liquidating a portion 
equity in a fixed investment, whil 
vestors are given access to. income ant 
management of individual buildings fo: 
an outlay that would. not normally. be 
adequate for a commercial property in 
vestment. sa SER 
For Hongkongs. regulatory | au 
thorities, and especially the. Off 
the. Securities Commissioner, th 
concept of what you see is w ou 
is likely. to go some way. tow. 
ameliorating abiding prejudices that. 
exist in respect of property trusts. Al 
very least, though, it seems improbal 
that any action towards establishin 
Pinc market or its equivalent in Hong: 
kong will be taken before the Londor 
market is up and running. "x x 
Few economies, or stockmarkets 
are as heavily weighted towards pr 
erty as Hongkong, where the rating 
company nominally in manufacturing 
trading will be influenced to an inordi 
nate degree by its real-estate portfolio 
Government land auctions have com 
to be regarded as a key barometer « 
overall sentiment, and land is recog 
nised as the intrinsic commodity of 
: domestic economy. | 
Given the undeniable attraction 
property holds for Hongkong investors, 
it would seem a logical step to break up: 
some of the amorphous portfolios resi 
ing in most Hongkong-listed companies 
Whether this should be through the Pinc 
mechanism or a hybrid more specifically 
suitable to Hongkong conditions is ап. 
issue on which severdt real-estate. con. 
sultants have recently been ponderi 
In Britain, certa tax bene 
implicit inthe Pinc structure, suc 
attraction Wk c4pital-gaine tax for t 




















































































d only on that portion sold, in- 
eqtire property as indicated by the price 
received. The management company 
ttracts virtually no tax, and income is 
instead taxed in the hands of the Pinc 
holders, enabling management of a tax 
osition within the parameters of an in- 
dividual's circumstances. 
e managing director of Hongkong 
nd Property Co, Andrew Denman, the 
ory's biggest. landowner, rejects 


Landis one big Pinc,” he says. 

doés see useful applications in 
Hongkong market, though, espe- 
as a form of financing for develop- 
and acknowledging the popularity 
Operty among investors in the terri- 
Also, Hongkong's prime buildings 
ve characteristics that would lend 
em readily to Pinc conversion, the 
ost important of these being the over- 
ielming preponderance of multi- 


ort-term leases. 


ease terms beyond three years are un- 
sual in Hongkong, and few build- 
have single tenants. In contrast, 
ndon leases are often of 10 years du- 
ration or longer, and commercial build- 
ings commonly have few tenants. Reg- 
ular lease reversions provide the volatil- 
yecessary for an equity investment, 
conflicting perceptions of rental trends 
vide the two sides to the market. 
A frequently voiced frustration among 
stment analysts in Hongkong is the 
culty in determining the net asset 
iue of individual buildings in a port- 
folio, as developers seem to adopt an ar- 
bitrary policy on bringing the profits from 
mpleted projects into profit and loss 
accounts. They are also wary, because 
of competitive considerations, of dis- 
closing income on individual blocks with- 
in a portfolio. Although unitisation is 
applicable to commercial rather than resi- 
dential developments, improved opera- 
al and financial disclosure would al- 
ost certainly lead to more efficient val- 
uations, and conceivably enhance them. 
Some analysts believe the property 
st route would be more suitable for 
Jongkong, as the tax saving is less perti- 
nent in the territory, but a serious obsta- 
cle to property trusts is their reputation. 
While Hongkong itself was. scarred 
largely on the periphery by the property 
trust boom and bust in Europe in the 
late 1960s and early 1970s, there is a re- 
- sidual mistrust of trusts. For many who 
experienced the crash this reservation is 
. well placed, and a key distinguishing 
feature between trusts and Pincs is the 
issue of identification. 

Property trusts are frequently 
opaque conglorgerations of good, 
fhediocre and downright bad assets, 
parcelled up as a superficially attractive 
package. The single-building Pine is 
transparent, and for that alongit would 
{рреаг a preferable акегпаи. 


\у 
‘stead BT on the enhanced value of the 


ion of unitising its portfolio. “In 


nanted buildings with comparatively 


Unfair imputations? — 


a As Australia intro- 
duces perhaps the 
world's most thorough 
| corporate-tax imputa- 
‘tion schemes’ to di- 
M vidend income on 1 
July, it seems that 

NEA MI some foreign invest- 
ors could be the only holders of Austra- 
lian shares left worse off than they are 
now — but only by a shade. Many for- 
eigners could actually gain by hav- 
ing Australian withholding tax eliminat- 
ed. 

Dividend imputation removes the 
classic “double taxation" of equity re- 
turns, whereby company profits are 
subject to corporate tax (from 1 July at 
49% in Australia) and then as dividends 
in the hands of shareholders to personal 
income tax (at rates up to 49% from 1 
J у). Instead, for every А$51 
(U$$36.5) received in dividends, the 
shareholder will now receive an A$49 
tax credit to deduct from tax on other in- 
come (for Australian income-tax pur- 
poses) as long as dividends come from 
profits on which full tax Te been paid. 

The shareholder subj 
come tax gets the most benefit. An indi- 
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By Hamish McDonald in Sydney 
















ect to local in- 


vidual with A$5,000 in dividend income 
would be able to totally eliminate tax on 
other income up to À$12,203 a year. 
Tax would be cut back right up to the 
A$35,000 a year level at which the top 
marginal income-tax rate of 49% comes 
into effect. However, with the average. 
dividend yield less than 3% in Austra- 
lia some A$200,000 would have to be 
put in shares to give A$5,000. | 

The other catch is the proviso that 
full imputation only comes with full pay- 
ment of corporate tax on profits. Invest- 
ors in gold-mining companies, the high- 
flyers in the Australian exchange over 
the past 18 months, get no imputed 
benefits because these companies are 
exempt from tax. Nor would investors 
in takeover operations such as Indus- 
trial гар. Ltd, which has got its tax bill 
down to 12% of gross profit. 

The growing number of Australian 
companies with operations overseas are 
also disadvantaged. A new foreign tax- 
credit system tops tax paid overseas up 
to the high Australian rate, yet only the 
portion paid in Australia can be im- 
puted to dividends: 

. However, Treasurer. Paul Keating 
has come to the rescue with an ingeni- 





INVESTMENT demand for platinum 
continues to increase, according to met- 
als grou 
Worldwide demand for small bars and 


rose by 73% in 1986 to 450,000 ounces, 
compared with 260,000 in the previous 
year. Investment demand now accounts 
for about 16% of total demand for the 
metal. 

US investors were chief among the 
buyers in this category during 1986, fol- 
lowed by Europeans and those from the 
Pacific region (including Japan). The 
Japanese were net sellers 0 platinum 
bars last year. JM suggests that any shift 
of liquidity out of the stockmarkets and 
a resurgence of inflation te a possi- 
ble reopening of the sanctions debate 
against South Africa — could stimulate 

‘investment demand for platinum even 
further. 











Johnson Matthey (JM). 


coins (not exceeding 10 troy ounces) 













HIGH net-worth Asian investors are | 
being targeted by New Zealand-based 
foods group Goodman Fielder, for what 
is claimed to be the “most innovative 
and complex” Euronote issue ever 
undertaken. The US$100 million re- 
volving-note facility, launched early in 
June, is in the form of bearer stock 
(which is designed to have tax appeal for 
Asian investors) and is being made out 
of Hongkong. 

Thie notes have a term of three years 
or more, which is unusual in this sector - 
of the market where short- or long-term 
instruments predominate. The notes 
are available in three currencies at the 
choice of the investor: US dollars, Aus- 
tralian dollars or New Zealand dollars, 
with interest rates linked to local 
rates for these currencies. The mini- 
mum investment in the A$ or NZ$ 
option is 100,000 (US$71,942 and 

8$57,636 respectively) and there 
are two types of US$ option — for 
100,000 and 250,000. 

A group of 10 
(mainly Hongkong- 
based) banks have 
underwritten 75% of 
{һе total-issue value. 
























Proceeds of the issue go 
"4o reconstructing the 
debt structure of Good- 




























man Fielder, which was 
created from the merger 
of three separate com- 
^panies. . ^ 



















t on the scheme, whereby com- 
“panies will be able to divide dividends 
into two categories — "franked" di- 
dends from taxed profits, and un- 
| franked dividends from untaxed 
| sources. Franked dividends will obvi- 
| ously be steered towards those that can 
use them the most. 
¿j> Here could come the most unfortu- 
nate rub for foreign investors. Few.can 
use imputed Australian corporate tax as 
an offset against income tax in their own 
countries, unless their local tax men 
.| have an entirely unlikely fit of generos- 
- | ity towards Canberra. However, the im- 
puted tax can be deducted. from the 
withholding tax on dividends remitted 
overseas. This is 30% in the case of 
countries that do not have a tax treaty 
with Australia, 15% for those that do. 














f franked dividends аге in short sup- 

ply, companies will doubtless steer 
them first towards local shareholders — 
after all, they are the ones who сап 
cause most trouble at annual meetings. 
Non-residents might have to take the 
unfranked dividends and pay withhold- 
ing tax as before — though in some 
cases they will get a tax credit in their 
own country for it. 

It could be argued that even in this 
case, foreign investors are no worse off 
than under the old system. This is not 
entirely true, if the higher corporate-tax 
2: 








ting the kind of sceptical response 


„could discourage internal capital fund- 











rate and th "of local investors to 
reap more from their dividend dollar 
means a lower dividend payout. 

The imputation scheme is still get- 


Т AUSTRALIAN BENEFICI 
| OF IMPUTATION 





among analysts. The scheme reduces 
the incentive of the various tax deduc- 
tions built into the existing system; it 








ing if companies are forced into a. di- 
vidend competition; and it is funded for 
the Treasury by a rise in the corporate ` 
tax rate from present 46%, already high 
by world standards. The tax-free return 
of capital growth used in bonus-shares 
also ends on 1 July, from when they will 
be treated as dividends. (Except when 
paid from a special "share premium ac- 
count.") 

However, the selection of “imputa- 
tion" stocks has begun, and two finan- 
ciers have floated imputation trusts. 
Sydney stockbrokers North Ltd have 
put out a list of recommended high- 
yielding companies, in which a high 
rate of tax paid now becomes a plus 
instead of a negative. As expected, the 
big three private banks come near the 
top. : 

Ideally, a third column of figures 
should be added to the North's table 
showing the percentage of corporate tax 
paid in Australja. The preference, for 
imputation benefits, would go to the 
more domestic-oriented business. п 





















































































А | 
. Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 

depth, authoritative analysis of the political, econo- 
| mic and financial affairs of every single country in 

"the Asia/Pacific region. Boasting a staff of over 40 

full-time correspondents and journalists located in 

every country in the region, the Review is consi- 

dered to be the leading publication on Asian affairs 
іп the world and deemed essential reading for 
Senior executives in business, banking, govern- 

ment and the professions. 
. . Over 8596 of the Reviews circulation is on pre- 
| paid subscription, and a new survey of Review 
‚ subscribers has just been completed by Interna- 
|. tional Research Associates (HK) Ltd. . 

*. Review subscribers are primarily top manage- 
ment individuals who travel frequently, make key 
decisions for their companies and wield enormous 
purchasing power. 


. Fora complete copy of the Review Subscriber 
Study 1986 please write on your company's 


letterhead to: 
Far Eastern Economic Review 
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Ms Elaine Goodwin 
General Sales Manager 





Огапу one of our sales offices worldwide. 
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Our international approach and personalized services 
will meet your expectations. 
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Tel, 5-264 776 
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[Performance of unit trusts recommended managers 
in Where То Put Your Money — Reve, ET 











Foreign money backs 


By Jose Galang in Manila 

The Philippine Long 
Term Equity Fund 
(PLTEF) is showing 
the way in which in- 
vestment funds plan- 
ned for foreign invest- 
eg ors can cash in on the 

illl economic recovery in 
the Philippines. The fund's US$20 mil- 
lion-worth of shares were sold out 
within three weeks of the formal offer- 
ing on 3 April. 

By the close of the offering on 22 
May, the fund's investment advisers 
in Manila had identified at least two 
projects for modest equity invest- 
ment. 

PLTEF's launch ahead of other plan- 
ned funds such as Shearson 
Lehman's US$250 million First Philip- 
pine Capital Fund and Filipino banker 
Sixto. Roxas’ US$100 million Filipino 
Recovery Economic Enterprise Fund 
+ coincided with government con- 
firmation of a pickup in the eco- 
поту. 

Government estimates point to а 
5.53% real growth in the GNP in the 
first quarter of this year compared with 
a year ago. The expansion was led by 
a 9.86% rise in industrial activity and 
a 5.64% improvement in the services 


economic recovery 








sector. Agriculture; which was the linch- 
pin of the recovery that started in the 
third quarter of last year, grew by 
1.8196. 

Enhanced consumer spending ac- 
companying the economic rebound 
should attract.new investments. In the 
first quarter, according to government 
estimates, real investment was up by 
nearly 23%. Under government pro- 
grammes designed to sustain this re- 
covery, foreign capital is expected to 
play a major role. 

PLTEF was set up primarily to take 
advantage of the Philippine programme 
of converting part of its foreign debt 
into equity in domestic enterprises. 

The fund is managed by Bermuda- 
based ATSP Management, which is 
owned jointly by Manila-based An- 
scor Capital and Investment Corp. 
(36%), Hongkong's Thornton & Co. 
(9709), Security Pacific Overseas Corp. . 
(27%), and Gartmore (Hongkong) 
(10% }. 

Thornton and Anscor Capital had 
previously set up another Bermuda- 
based fund, the Philippines Redevelop- 
ment Fund (PRF), which invests in the 
Philippine stockmarket. It showed a 
value of US$28.06 a share at®29 April 
1987, compared with US$10 when it was 






































REVIEWTABLE by Ricky Hui 














unched in Мау 1986. The fund's i 

iments in Philippine stocks had a 
market value of US$3.65 million on 31 
October 1986... 

Unlike the PRF, the PLTEF will go 
for long-term interests, which is really 
the intention of Manila's debt-equity 
programme. Under the scheme, invest- 
ments in preferred areas (agricultural 
ventures, non-traditional exports, low- 
cost housing construction, health-care 
services and. education institutions) 
may be repatriated only after three 
years, and in five equal annual instal- 
ments. 

PLTEF is “a sort of development- 
capital fund, a hybrid between a ven- 
ture-capital fünd and a takeover fund," 
according to Ricardo Jacinto, fund 
manager at Anscor Capital. 


"T" he fund will also be looking at the 

non-performing accounts that the 
Philippine Government is trying to 
sell under a privatisation programme. 
Initially, the fund is interested in the 
government's tourism-related hold- 
ings. 

PLTEF'S current asset base of 2 mil- 
lion shares.at US$10 each is equivalent 
to P410 million on a straight conver- 
sion. However, with the discount of 
30% on the Philippine debt that the 
fund expects to get under the pro- 
gramme, the peso value could reach 
some P530 million. The fund expects 
to invest about 80% of that in Philip- 
pine enterprises over the next 12 
months? 

Already guided by the 40% ceiling 








n foreign-equity participation in cer- 
tain Philippine industries, the fund also 
sets the maximum it will invest in any 
single venture at 20% of its investible 
amount. 

Under the fund’s operating system, 
the US-based Security Pacific has the 
responsibility of looking for appropriate 
Philippine paper which can be bought 
for a discount on the secondary market. 
In Manila, Anscor Capital will be look- 
ing for projects in which the fund will in- 
jectequity; 

. While the other firms are looking for 
small investors as a source of investible 
funds, such as Filipinos residing abroad, 
PLTEF counts around 15 financial in- 
stitutions (mostly based in London) as 
Subscribers to its shares. The fund's lack 
of liquidity — owing to the repatriation 
rules — does not make it attractive to. 
small investors. However, to make up 
for that illiquidity, an informal term of 
eight years was set "to give the investors 
some idea of when they can expect to 
get their money back." 

There is bound to be some difficulty 
in breaking into target industries be- 


‘cause of opposition from existing 


domestic organisations. Many local en- 
trepreneurs are still wary of outside in- 
vestors, often seen as mere meddlers.., 

. However, ne factor strongly 


favouring the entry of more new equity 
investments is the fact that many local 
enterprises, including those among the 
country's leading manufacturing con- 
cerns, remain highly leveraged — by up 
to five to six times their net worth, ac- 
cording to most financial managers. 








pedigree 
By A Correspondent in Landon 
Son art-market prices in re 

months have heightened interes 
art as an investment. When conside 
entry into the market, however, 
most important question is wh 
works of art can be sold at a profit 
compares well with returns off 
conventional investments, such as se 
rities, property and commodities. © 

The price of a work of art compri: 
two key elements. The first is the intri 
sic value of a piece. The second — an 
less tangible element — is the addition: 
value surrounding the history of pr 
ous ownership, known in art-mark 
jargon.as "provenance." So, for exa 
ple, if a work has Mess ns toa Мр! 
regarded collector, well-known cel 
brity or has historic merit, it will very 
likely achieve a higher price on sale than 
an almost identical piece with an unin- 
spiring background. 

The "premium" placed on good 
provenance is often justified in tha 
a means of establishing that a work of 
art is what it claims to be and carrié 
good title. However, whereas the intri 
sic worth of а могк of art is a stable 
asset, the provenance premium ca 
prove a wasting asset. Therefore, 
advice to those buying purely with 
profit motive in mind is to steer well 
clear of “big-name” sales where pr 
are often inflated above their true ma 
ket value. 

This was the case for example, 
1980-81 when the collection of cerami 
and jade belongmg to the late Edward 
T. Chow was sold in London and Hong- 
kong. Because it was undoubtedly а 
landmark event, at the time the wide 
held view among experts and collecto 
| was that many of the prices paid were 
excessively high (being partly achieved 
through the prestige of the owner).an 
that, therefore, it would take some time 
for purchasers to see any appreciable 

rofit. 
Ё Among the buyers was shippin 
magnate T. Y. Chao. Commercial cor 
siderations subsequently contributed to 
_the two-part sale of his collection in 
Hongkong in November 1986 and in’. 
May this year. The fact that the sale in- 
cluded the 25 pieces that he bought at 
the Chow sale provided a rare opportu 
nity to examine the five- to six-year per- 
formance of exactly the same pieces. It : 
also enabled the return to be compared ; 
with the performance of conventional 
investments, such as equities. 

In the event, the prices achieved 
largely proved the eceptics wrong as 
many of the pieces realised substantial 
gains. PrWctised art-market thinkin 
was also tued on its head in that the) 
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tema Һай been bought and 
withifffive to six years, a time span usu- 
ally regarded as too short to ensure a 
worthwhile return. * 
^. The top quality of the works un- 

doubtedly played a major role in the re- 
“sults achieved, as did the provenance 
provided by the fact that Chao is a 
highly regarded collector. As a result, 
е pieces appreciated above any under- 
ying market trend. | 
Analysing the performance in detail, 
an p pom is that the pieces 
which were bought from the London 
of the Chow sale yielded, on aver- 
age, much lower returns than the pieces 
bought in Hongkong. So, for example, 
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Hongkong. 

Apart from this, there was an enorm- 
ous range in returns achieved by. the 
pieces, even though all were bought and 
sold virtually over the same period, that 
is from 1980-81 to 1986-87. The returns 
span г compound loss of 5.9% annual- 
ly to a compound gain of as much- as 
16.5%, with the average for the group 


" 


as a whole coming out at a little over 
9 


0. 
As a rough benchmark for compari- 


period, equiv ; 
growth rate of about 9% a year. 





The conclusion to be drawn is 





that while this group of Chinese 
ceramics should not be regarded as 
representative of the market as a 
whole, its performance over this short- 
term period has proved highly accept- 
able. 


It may not have reached quite the 


same level as some conventional invest- 
ments, but then these do not possess the 
unquantifiable asset of aesthetic pleasure 
gained uniquely through the ownership 
of antiques and works of art. . 














SOUTH KOREA 





























Fi by exports of cars and 
* electronic goods, the South Korean 
conomic tiger continues its rampage. 
The country's gross national product re- 
istered a sizzling 15.6% increase dur- 
ig the first quarter. Government offi- 
ials are increasingly confident that this 
i performance will top last year’s 
South Korea’s technocrats are up 
st a pleasant problem: how to keep 

xports from swelling to politically 
maging levels internationally and 
g the domestic economy. 


rojected surplus with a double-edged 
nife of won appreciation and modest 


buyers are queuing to put their orders in 
‘before the won арры further 
gainst the dollar. Export letters of 
redit, which run one to two quarters 
- ahead of actual exports, were more than 
one-third above last year's levels in 
April and May. Senior economic offi- 
cials here say tha? ће country may make 
some big-ticket purchases from the US 
at the end of the year to limit the politi- 
cal fallout in Washington. govern- 
(ment has also set. up а 


Another year of the tiger 



































„5 billion 





BEVIEWTABLE by Picky Hui 


buying fund to finance imports of capi- 
tal equipment and primary goods from 
the US and Western Europe and con- 
tinued its policy of gradual trade 
liberalisation. 

The trade surplus and exchange rates 
dominated the discussions with an IMF 
team which visited Seoul in the begin- 
ning of June (REVIEW, 18 Jun.). The 
IMF, like the US, urged South Korea to 
revalue the won to keep the country's 
trade surplus from ballooning. South 
Korean officials portrayed themselves 
as standing toe-to-toe with the IMF to 
protect national sovereignty. In turn, 
the domestic press attacked the IMF as 
a tool of US interests. But the won saw 
some of its sharpest appreciation even 
while the IMF was in town. To date, the 
won has appreciated at an annualised 
rate of more than 12% this year." 

Blaming the IMF is a proven sport 
and eases pressures on Seoul's techno- 


crats. Many local officials want to see 


the surplus kept under control for 
domestic reasons. The trade surplus has 
fuelled domestic liquidity and the-gov- 
ernment's fears of inflation. Through 
the end of April, M2 growth was running 


more than a point ahead of the govern-.. 





| export sectors; 


` боп, The 








ment's 17% target for ће year. There is 
concern about possible inflation. 

Manufacturing capacity. utilisation 
ran at 86% for the first four months of 
the year and was well above. that in some 
hich means that infla- 
tionary pressures are likely. Keeping 
the current-account surplus in check is 
one way the government hopes to keep 
inflation under control, A smattering of 
tax cuts and import liberalisation on pri- 
mary products to try to ayert inflation- .. 
ary bottlenecks in export ‘industries is 
designed to keep inflation down 10 39% 
this year. 

Foreign-debt repayment takes first 
claim on the foreign exchange thatthe 
trade surplus is sucking into the coun- 
try. Foreign borrowing peaked at nearly 
US$47 billion at the end of 1985 but it 
has already been sliced to US$42.5 bil- 
overnment set a target of 
US$41.8 billion. in outstanding foreign 
debt by the end of the year, but the ac- 
tual figure should be comfortably under 
US$40 billion. Reducing the debt also 
undercuts the increasingly vocal politi- 
cal opposition, which has seized on the 
country’s enormous external borrow- 
ings as evidence that South Korea is de- 
pendent on foreign interests. 

Credit. controls slapped on to the 
economy late last year inhibit local busi- 
nesses from taking advantage of favour- 
able economic conditions to borrow 
cheaply abroad. Businessmen grumble 
that they are spending more time troop- 


ing to the appropriate financial au- 


_thorities to secure permission for over- 


seas borrowing. : E 
“The best news for South Korea this 
month may have been the nominatión 
of Alan Greenspan to'head the US Fed- 
eral Reserve. Greenspan is more likely 
than Paul Volcker would have been to 
lean towards a loose monetary pplicy at 
least through the 1988 presidential elec- 
tion. And as fone as consumiers in the 
US and Western Europe keep spending 


|: freely, the South Korean economy will 


keeproarng. -y> Mak chora 








WIDE LINKS 


ja LEER 
tibiae 


Whenever yothwish to travel, we have 
therightconnection. 


Kuwait Airways flies to more than 90 destinations, with 
convenient connections, After all, your comfort is our 
concern, Our friendly reservation offices around the world 
will gladly assist you to draw up your travel plans. 


Once you are on board, our attentive cabin crew ensures 
you have a pleasant journey, whether you fly First, Oasis 
Business or Economy Class. The cuisine is simply superb, 
and is served in splendid style, aboard our fleet of modern 
widebodied jets; Boeing 767's, 747's and Airbuses. 


In faet, you might notice that many aspects of our service 
are simply a cut above the ordinary. That’s because we've 
been flying for more than 30 years now, refining our 
service with every passing year. Visit our sales offices any 
where in the world . they'll be more than glad to help you. 


c Lb 
KUWAIT AIRWAYS 


Where ea Та: 





GRUPPO AGUSTA. Т 





Gruppo Agusta. A world leader in the 
field of helicopters. Airplanes and 
avionic/aerospace systems for civil 
and military use. 

A commitment to research and 
development of ever more complex 
systems апа advanced technology. 
A participating partner in many 
international projects and 
programmes. 

«The mission goes on» means 
continuous exploitation of know-how 
to open up new frontiers d day. 
Every project, in each of the roup’s 


22 companies, developsiin a 
constantly evolving research 
environment. 

Gruppo Agusta. Three divisions and 
9695 people working for the future. 


GRUPPO 


AGUSTA 


Research and Aerospace Technology 
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М THE HUB OF HONG KONG. 


primary factor may be just that — the on itself mun S Е fitione to of the unique advantages of Pacific Place, cont 
J ) } d 


8 Pacific Place is a major scheme by world \ lass ninus, private the sole leasing agents, Jones Lang Wootton 
standards. With a total of 5 million 2 feet of vehicular ac ће doors of the off by, and 
space on а 6Y/agacre sit mir all the major financial institutions of the city within a 
point within Hong Kong's Central Business D le wa ation is indeed important 


B Equally important is the exceptional ease of id ic Place is К at the heart of Hong PACIFIC PLACE 


Developers ex Sole easing agents 




















THE fact that a crime is described in 
police reports as robbery does not 
‘necessarily presage prosecution for. its 
perpetrator, Hongkong's Secretary for 
Security David Jeaffreson informed a 
E during a recent Legislative 
Council (Legco) session. 

ао confused by this apparently 
cynical 
was in 





Michael Thomas’ 









y sympathy, though, it 
' was from Thomas. i 
For was it not'he who went to such 
“great lengths in the same forum to ex- 
plain that prosecution is a game of per- 
centages and probabilities? Who, in dis- 
missing calls for the prosecution of Aus- 
tralian financier Alan Bond on serious 
charges under the Securities and Protec- 
tion of Investors ordinances, regaled 
legislators with a lesson on cost-effec- 
tiveness, and.on how the risk of failure 
__| tO win conviction needed to Бе weigh- 
“| ed against the cost of bringing the 
aétion? ub 














| their respective purchases of Hongkong 
~ | and Shanghai Hotels (НН) shares, and 
- | subsequent efforts to gain board rep- 
resentation. Note the terminology. The 
committee did not find in favour of 
- China Entertainment and Lai Sun — it 

simply said that it was unable to make a 
‘determination that would have attempt- 
еа to force the two to make a general 
| Offer for HSH at a price close to HK$80 

*(US$10.26). 
- Translated, for those unfamiliar with 
_| legalistic language, it means: "We know 
уои did it, but we lack. proof so we'll 
- have to fet you go." 

Given the earlier erudite examples, 
ho could fault the takeover committee 
for throwing the case out of court when 
it failed to comply with the rules of evi- 
dence? That is until itis considered that 

*court" in thisinstance is metaphoric, as 
| the takeover committee presides. not 
|.) overa statute but over a code. 

;; Decisions taken by the committee 
p Have in thepast been flagrantly ignored, 
[f notably during the takeover of the 
| Hongkong and Kowloon Wharf and 
| Godowh by Sir. Yue-kong Pao, who was 
г told to make a general offer but refused 
with impunity. Gean 
| There can be few market practition- 
| ers who do not believe that something | 












































п displaced 





“and China Entertain- 











more tangible than coindidentally 
coverging interests exists between Lai 
Sun Garments and China Entektain- 
ment, which have a combined stake of 
more than 40% in HSH. 


How many people attending] the 4 


high-noon showdown between (China 
Entertainment mana ing director Jo- 


| seph Lau and HSH chairman Michael 


Kadoorie at the hotel and property 


group's annual meeting were in апу 


doubt that Entertainment and Lai Sun 
would vote in unison? 
* SHROFF wonders what evidence 


the committee expected would unfold : 


before it as it sat in deliberation on a 
matter that under most circumstances is 
wholly subjective. A signed memoran- 
dum from Lai Sun's chairman Lim Por- 
yen to Lau ротар», declaring undying 
support and a commitment to join in 
any bid to oust Kadoorie? If the parties 
had some pre-determined agreement to 








the committee is the securities commis- 
sioner and investigations fnto com- 
plaints are handled by his office. Тһе 
document's introduction, after declar- 
ing itself to be a guideline, elaborates 
this point, stating that it ave 
nor does it seek to h 
law; rather it represent 


" 














































the Securities Commission." Ap 
rules of permissible evidence to m 
oriented guidelines would set a dai 
ous precedent for future takeover coi 
mittee deliberations, 
©. BILLED as a war of the blue bl 
and the nouveau riche-among H 
kong’s business. establishment, the 
fort by Lau to, exert influence ov 
Kadoorie-managed group had, by 
time it reached. the takeover 





































act. in: concert; does 





tee's purview, crystallised into a stru 
gle between th 








the committee really 
believe this would 





' spective financial 
' visers. 





have -been recorded 
intheminutes? * 
‘As the committee 
went into confer- 
ence, the talk.in the 
market focused. not 
on the; chances of a, 
finding that Lai Sun 


ment had been acting 


| ín concert, but on the options available 


to the authorities were the two parties 
to ignore demands to make a general 
offer. In theory, indefinite trading sus- 


| pensions could be applied to errant 


companies, but this would seriously 


jeopardise the rights of Lai Sun and | 


China Entertainment shareholders, 

A general offer at HK$80 a share for 
HSH would require an outlay of 
HK$4.7 billion, assuming 40% of the 
capital was in the hands of those making 
the bid. Lau and the Lai Sun camp 
would have been hard-pressed, if not 
incapable, of mustering this kind of 
money, even if they felt HK$80 to bea 
reasonable price, which is straining cre- 
dulity. Now that the promise of an out- . 
right bid has been dashed, there seems 
little to prevent the price edging lower 
to à point more closely aligned to its es- 
timated HK$55 net asset value. 

To those who would prefer to see 
Hongkong's securities legislation tight- 
ened, with takeovers and mergers gov- 
erned by statute rather than by code, 
one irrefutable objection has been that 
the burden of proof is too cumber- 
some for issues that need quick resolu- 
tion, c. 


“© "The code allows the industry to self- 


regulate, even though the chairman of 


. HONGKONG AND 

















ylusion. Those less directly interested im, 


вооа old market nous is to be sa 
at the айат of legalism. 






In one. 
was East Asia 
burg and Schred 
representing. t 
Kadoorie . intere 
and. іп: the: 
Citicorp «f 
tional, for La 
evitably,-for som: 
Revieworarnoyneyen МШ be seen as а. 
tory for Citicorp. Schroders, for ons 
must be wondering whether its vitu 
tive exchanges with the Securities 
missioner's office over the Crusader 
vestments issue, when the authority. 
tially rejected an application for list 
the company because its Brazilian 
prospects were regarded as somew 
remote to Hongkong's interests, h 
given it a disadvantage in evenly co: 
tested disputes such as that of HSH 

At least as important as the facts 
rounding any case presented to. 
takeover committee is the quality of t 
submission and the eloquence of its pre 
sentation. Intelligence Se, | 
the latest takeover committee delibe 
tions, WOwever, suggests the fo 

veg! perilously close to that of 
statutorily convened tribunal. One 
reason for this regimented format was: 
the оен risk of civil action if pro. 
ceedings were disorganised. 

In a two-way struggle only one party 
can be satisfied with the result, and wi- 
doubtedly Lau and his supporters мі. 
have heaved a sigh of relief at the con- 







SHARE PRICE | 






























the outcome will be bemused апа іп»: 
trigued, and left wendering whether — 
crificed | 
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By Vaudine England in Jakarta 
he latest run on Indonesia’s rupiah, 







be losing its hysterical edge. But that 
there should be such a run at all, when 
macroeconomic indicators of financial 
ability appear better than was ex- 
sted late last year, reveals a deep- 
pted lack of faith in the country's 
поту. 

Following the ruling party Golkar's 
esounding 73% win in the general eléc- 
n.on 23 April, turnovers of up to 
S$120 million have been recorded on 








age of US$10-15 million. Та the 
th of May alone, US$690.4 million 
foreign exchange was traded. Trading 
ell off in the second week of June fol- 
ng. increases in interest rates by 
ink Indonesia (BI, the central bank), 
| total volume for the first two weeks 
e was still US$670 million, includ- 
US$48 million in foreign exchange 
ght on 15June. 

"long-term resident foreign banker 
Ч have seen this sort of thing a 
mber of times. It happens out of the 
, tor no particular reason. But what 
use for worry is what seems to be 














peculative pressure on the rupiah 
jas never completely died down since 
he 31% devaluation against the US 
dollar on 12 September last year. That 
move burned the policymakers as much 





hupiah on the run 


гаёк of confidence unsettles Indonesia’s forex market 


which started in early May, may“ 


forex market accustomed to a daily. 


e government will : 
debt repayments. and/or institute for-: 

| eign-exchange controls. ` i 
While the government’s reputation 
abroad is riding high as.a result of its 
sober debt-management strategies (re- 
lative to South American countries), 
the Indonesian public is looking in vain 
for signs of stimulus to an economy dog- 
ged by a 4196 debt-service ratio. Ges 
Most traders also blame the. lack of 
confidence on the government's reluc- 
ing the possibility of a further devalua- | tance to tackle the monopolies held by 
tion, the market remained unimpress- groups close to President Suharto. Dis- 
ed. cussion of this issue would not be so pre- 
A surprisingl quiet. pre-election | valent, however; if national growth fig- 
forex market in late April left traders | ures were more encouraging. 
unprepared for the fervour of recent “Can they muddle through without 
buying. The term “irrational” has | resorting to extraordinary measures is. 
the question," said a trader. “Because if 
the run [on the rupiah] is. still going a 
month from now y would have to call 

ita crisis.’ 








public, coming as it did in the 
wakelof repeated government denials 
an impending move. When Fi- 
nance Minister Radius Prawiro tried 
again to calm fears on 8 June by deny- 
































gained the widest currency in analyses 
of the run. The rumour-reliant market is 
obsessed with the question of if and 














; Tis with interest rates is symp- 

tomatic of the. muddling through. 
Interest rates have been raised for the 
second time in less than two months. On 
6 May, interest. rates on BI certifi- 
cates. rose two points to 16-17%; and 









just afterwards: BI raised the rates for: 
long-term money-market securities and 
its discount facility by 1.5-2 points, to 
19-20%. On 12 June the Sliscount and 
` certificate rates were raised another 1.5- 
2 points, and short-term instrument, 
rates were set higher by a similar таг-: 
gin. A 
ВІ claims (ће short-term rate in- 
creases helped stem the outflow by 13. 

















June:to just US$12.35 million, com- 
pared to US$74.57 milliof the day be- 
fore. But what BI statements neglected 













% change | Dividend 


Turnover onperiod | (prev.) 






















Y34.18b 
(US$237.7m) 







BankofNew | Y31 Mar, NZ$14859, | 


















Results reflected trade friction over semiconductor exports | 
to the US, the yen's sharp rise against the.dollar and a 
drop in exports to China. Net profit forecast tor current year 
is Y 38b on sales of Y3.5t. : 


Current revenue was ¥ 1.571 vs v .58t. 


¥3.31t 
(US$23b) - 


-2 n.a. 














n.a. Profit was ahead of average "YE increase a year in 



































































































Zealand (US$85. EN | 1980-86 period, 
H31 Mar. | $$6.32т +40 5$65.72m Net profit excludes extraordinary gains of S$3. 21m from 
(US$3.0m) (US$31.0m) disposals of long-term investments. Demand for the group’ 
products and services is generally expected to remain good 
ҮЗІ Маг. | NZ$51.3m 317  |NZ$972m Gains on realisation of assets of NZ$ 10m and extraordinary 
| (US$30.4m) | (U8$575.1m) loss of NZ$2m k bottom line profit to NZ$59m. eM 
ҮЗІ Маг. | NZ$145.3m *70.5 . | NZ$2.02b There were extraordinary losses of NZ$2. imand exchange 
(US$86.0m) (US$1.2b) losses of-NZ$16.8m arising "m: Conversion to Р noti 
. ; includedinneteamíngs. © o". 
Y31 Mar. | NZ$87.64m +186 | NZ$527m Government injected NZ$800m ding the year to retir 
* (US$51.9m) (US$311.8m) debt, reducing finance costs from NZ$149.5m to.NZ$67.7m 
А Sales in ой condensate and petrochemicals down. 





day half-day trading session, when vol- 
umes are normally low: The following 
«Monday turnover was again high. 
Contributing to the market's confu- 
‘sion is a debate on how relevant is BU's 
| published data as a guide to the market. 
Тһе daily turnover, or foreign-currency 
| sales, figure has often been seen as an 
indicator of trader nervousness, without 
| any attention given to net daily forex 
results. Non-government economists 
` bave criticised the bank for 
not offering enough informa- 
. tionon the country's financial 
. State, which could calm ner- 
vous speculators. 
И Apparently to show. that 
“net forex trading levels are 
| consistently . low | and пої 
worthy of so much attention, 
“ BL began to publish from 10 
"fune its daily forex sales and 
| ‘purchases. That day saw a net 
negative balance. of US$23 
million from gross sales of 
US$81 million and swap pur- 
| chases made by BI worth 
US$57.9 million. On 11 June, 
BI sold.US$74.57 million, and 
bought US$64 million in 
swaps, recording. net sales of 
US$10.49 million. By 12 June, 
helped by an overnight increase in inter- 
bank rates to 30%, sales of US$50.25 
million were Sutpaced by US$69.53 mil- 
lion in swap purchases, leading to a 




























ion. ә. 
Meanwhile, even with the markets a 
little calmer, observers wonder how 

: long BI could sustain another serious 
run. The country's official reserve posi- 

- tion seems tò have strengthened: an 
-IMF-approved adjustment in account- 
ing procedures caused BT's balance- 
| nen to improve from 5 March by re- 





foreign liabilities. Rising gold 


banks, and BI can claim reserves pf up 






sitive net balance at Bl of US$19 mil- 





also caused an upward re-calculagon of 
the value of BI’s gold reserves. 
The end result, accordin 
IMF, is net international regerves of 
US$5.05 trillion. Add to this Эйр 
ernment's standby commercial 
and the more. than US$4 ЫШор in 
foreign assets held by commqftcial 














INDONESIA'S POST- 
ELECTION BLUES 


Bank Indonesia Daily Forex Turnover 


PM by Ricky Hui and Ivan Kwong 


to US$12 billions But the liquidity of 
much of this is debateable. 

There is an item in IMF reports 
termed "other official assets," which is 
forward cover for swap deals through 
BI. This column was empty by the end 
of the December rupiah panic and held 
just US$482 million in March. Yet swap 
liabilities are US$3.02 billion. 

Despite foreign confidence in the 
government's ability to manage its debt, 
with debt-service payments running to 
US$6-7 billion this year, these figures 
suggest that the lack of confidence in the 


















































indonesia curra 


unfounded: ‘It is 98 
policies that will hate any inet 
forex market sentiment can be int 
duced before then. “Only trade at 
dustrial policy changes can be effec 
tive," said a local academic. 
For example, concessions made o 
industrial licensing policy announced ot 
11 June could strengthen the gove 
ment's support, albeit slightly. Nev 
rules allow manufacturers to obtain 
licence to cover plant o 
life of the plant, instead of th 
renewals originally required 
crease in productive capacity of i 
30965, an extra licence is no. longe 
needed. 
Furthermore, producers can now ge 
one industrial licence that. cove! 
group of commodities, instead of one 
cence for each product as in the past 
This will allow a canner of beef, fo 
example, to move into canning othe 
meats without being forced to get a ne 
licence. 
Other new rule changes make 
easier for small-to-medium textile firms 
to obtain eres quotas ,long an irritan 
between smaller producers and the local 
textile giants which control most of th 
quotas. Small producers have also be 
promised that the growth rate in textil 
quotas — if there is any — will be: 
buted as incentives to small-scale indi 
tries and cooperatives. С 
This leaves little doubt that t 
ernment intends to keep up a 
gramme of careful deregulation to | 
courage more business confidence 
the country. But the business commu 
ty is getting impatient with the pues 
change. 
Meanwhile, a BI spokesman com 
mented hopefully of the recent run o 
the rupiah: “We will let it die a natu 
death." ‘$ 




















































EFFECTIVE EXCHANGE RATES 












































































































TAIWAN outperformed other markets in 
 mained bullish. The exceptions were Mal 











TAIPEI: The market recovered sharp- | 
y, with textiles leading the market 
comeback as strong demand for man- 
ade fibres attracted speculative ac- 
vity. Chung Shing Textile rose 
m NT$16.2 (52 US. cents) to 

1. Volumes were. markedly 
y institutions remained on the 
delines. Average daily transactions 
mounted to NT$5.29b. 




















HONGKONG: Pent-up demand con- 
inued to drive prices up, as punters 
ooked to push the Hang Seng Index to 
4,000-point level. Overseas invest- 
Is are increasingly attracted to Asian 
markets, and Hongkong being still re- 
latively cheap in comparison to rival fi- 
nancial centre Singapore has more al- 
re. Turnover was 1.45b shares, worth 
$4.78b (US$612.8m). 










YO: The Nikkei Stock Average | 
137.83 points on 15 June to break - 
consecutive days of gains. While 
nly foreign buying lifted the electri- 
sector, domestic investors took pro- 
on domestic-demand issues and 
tics. The market was undecided ori 
€ yen's direction, after the US dollar 
owed signs of firming. Daily volume 
vas down, averaging 993.4m shares. 


AUSTRALIA: The market bounded 


"higher on revived interest in bullion 
roups and select industrial stocks such 
as property trusts. The Jacklustre gold | 
sector sprang to life wKen Alan Bond's 
North Kalgurli Mines launched a 
bid for Gold Mines of Kalgoorlie. | 
total of 620m shares were trad- 
d during the period, worth A$ib 
'US$716.8m). | 


NEW ZEALAND: A 10-day recovery 
nded and the market consolidated 
Iped by overseas buying. Strong re- 
ts from NZI Corp. and Petroco 
"helped sentiment, as did Brierle 





































dollar gained ground against the № 
dollar. Volume was 39.96m, worth 
NZ$88.6m (US$52.4m). 


SINGAPORE: News of Ng Teng 
Fong’s takeover of Ming Court Hotel 
purred interest in the hotels sector. 
Retails also came in for attention 
bat market sentigent was weak and 
investors used the opportunity to 
take profit. Among £he blue chips, SIA 
lost 20S cents (9.5 US cents) to close at 
У 5$13.30. Volume was sharply down at 
48.7m shares a бау, worth 5893 8m. 












Counters continue to shine ee 
jsia in the period to 15 June. Most markets in the region re- 
a and Singapore. 













KUALA LUMPUR: Prices of most 
counters fell during the period but, 
brokers said the underlying tone was 
still firm, and that plantations. and 
properties were still in demand. United 
Plantations bucked the: trend. and 
finished the period 10 M cents (4 US 
cents) up at M$4.30, Volume was well 
down атап average 29.6m shares 
traded daily, worth M$51.3m. 





















MANILA: Telephone operator PLDT ` 

and oil companies Philippine Overseas . 
and Oriental led gainers as the market 
continued to soar to historical highs.” 
PLDT closed at a record” P580 
(US$28.3) owing to strong buying sup- 
port in New York. Average daily turn- 
over over the period was 6% higher at . 
P98.26m but volume was 10.5% lower 

at 1.42b shares. 


















BANGKOK: The market opened ona, | 

fem note as buying focused on the fi- 
nance sector. Saha Union and Union 
Textile also attractéd attention. Senti- | 
ment was buoyed by expectation of. | 
capital expansion in some stocks and 
speculation on improved corporate 
earnings for the second quarter, Vol- 
ume for the period totalled 11.27m 
shares, worth Baht 2.72b (US$105:6m). 














SEOUL: Political unrest pushed stocks 
down, but daily volume held at about... 
52m, worth Won 54.4m (US$67,200). | 
Marine and fire insurance companies 
rose 8% over the period, while trading 
companies were up 6.8%. The weakest’ 
sectors were fisheries, down 2.7%, and 
rubber, off 1.995. Silla Trading, a 
fishery company, fell 4% and Hankook 
Tire was down 3,5%. 











BOMBAY: Equities staged a dramatic 

recovery following support from. in- 
stitutions and investors. Sentiments- 
were largely boosted on rumours that 
Foreign Minister N. D. Tiwari was 
likely to be appointed finance minister. - 
The recovery was led by. Reliance In 
dustries, which rose from Rs «118 
(US$9.2) to Rs 138 at one point before 
closing the period at Rs 128. 0 
















NEW YORK: Stocks continued to ad- 
vance on the back of a firm US dolla 
and higher bond prices. Some analysts 
believe bulls still have some distance to 














Stanley Capital International Index rose 


13 anoint aver the neoriwlita TI tona: 











(Middle Rates) 


Interbank | interbank 
24 hours 1t month 





{Мйне rates. 
3 mortis forward: Japan Y 144.321, Hongkong closed, Singapore. 582.108. 
Singapore-Malaysia: 5$1 » M$1.183, C1 HKB12.77 r 








Thailand 150 7.00 67% 


EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES 


palin Hoitoa de M a „= Sources: Astley & Pearce Hongkong), Hongkong Brokers, First Pacific Finance, Vickers da Costa 8 Со., and Thad Farris Bank. 


on 
„15 June 

Description 
Long tenn CR OK Jap 10-3/4 1/June/90 
Nippon Стоби Bank 70-378 B/Juy/sis 
‘Sanwa lett Fin 13-172 Siune? 


Eksportfinans 11-1/4 Z0 Mi 92 
Ontario Hydro 10-1/4 tS/May/00 





our d 347.80-—347.90 


56.85—57.00 6770—6775 


ЕШ 10-14 21/Мом/94 
Bürciays Bk Fin Со, 10-5/8 19/0ec/05 
1ADB9-7/8 22/Dec/ 1905 
LP. Morgan Co, 11-1/4 PIFS 
©нер 1323/2 339 Jon 1095. 
1275-1271 1.288—1,299 Merrit Lynch Co. Inc 12-354 4/00/88 
IEM World Trade Corp, 10-178 14/Nóv/95 
General Hectric 11 T/Fab/ t 
Fim ; 580-805 Prudential Веайу 11-7/8:15/. 1/92 
мете Storr Lynch OVE 1-б 28/Apr/90 
EEC 11-8 /Fob/t904 
E EIB 1149/4 15/) 
154.00—164.20 146,80 147,00 E WH 11.25 + 996 
16140— 161.60 i WB 8.5 OCU 1805 
; E WB 6.25 1/Dec/88 

275.50--276.00 229.75—230.00 WB 7.5 tihuner 1990 

281 WBT25 VFob/t963 
=з 7.5 23/Feb/10n3. 
АЮВ 7.75 t/Apr/1ü6a 


201.50--202.50 190.50— 191.50 


600.50--003.00 : 526.25.—526.75 
606.00-508.50 


б Po Vancouver {Ойу ofi 11.25 26/Feb/gs. 
ao 158.00— 158.75 EDE No, 98.10 24/Feb/ga “ 
204.00204.58 WB No, 24 7.60 21/Dec/05 

hen WA No, 96.5 28/July/1993 
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15) (MF defiition oF riervbs minus gold except tor Singapore. 

















UEENSLAND, AUSTRALIA. 
AIRNS,TOWNSVILLE. 


Queensland is Australia's major exporting State. It has vast energy, 

- mineral and rural resources, a growing and diversifying industrial structure 

and a rapidly developing services sector. The State of Queensland, Australia, 
is ideally located to share in the economic growth of the Pacific region. 
The Queensland Government is embarking upon a program to further 
develop its international business activities by establishing Business 
Development Zones. | 
Business Development Zones are areas specifically designated | 
_ for the enhancement of business capabilitiés, particularly by removing | 
straints on international business activities and promoting interhational business initiatives. . ©? 
Zones might focus on tourism, advanced technology, agricultural and materials processing, • 
































uch 
- free trade, banking and insurance, investment and other areas of economic activity. —— 
| The fundamental objective of the Zones is the rapid development of new business opportunities 
international market entry and growth. It is anticipated that intemational business opportunities developed within 
.. complement and enhance Queensland's existing business and economic base. | 
EXPRESSIONS OF INTEREST | ES 

The Queensland Government invites expressions of interest from organisations, companies, consortia and individuals ^ 
with suitable expertise and resources, to establish and operate Business Development Zones in Townsville and Cairns. • 

Where appropriate, the State Government will assist the establishment of the Zones by removing regulatory 
restrictions impacting on business within the Zones, and by providing suitable incentives. | үе т 
- .. Registraats will be provided with guidelines including background information, objectives of the program, criteria and 
specific requirements to be submitted with any proposal. Also provided will be details of consultants registering their interest 
and еле hae in supporting the development of proposals. Registrants will be invited to submit proposals by 30th 
The Queensland Government also invites registration of interest from consultants with international business and 
Zone development expertise, who could: assist proponents prepare proposals; esta lish or operate the Zones; and develop 

international business opportunities. 

. . Expressions of interest in this significant economic initiative should be marked “Business Development Zones – 
- Expression of Interest" and submitted in writing by 5.00 p.m. on Tuesday, 30th June, 1987 to: 
Premier's Depar Pr. 
РО. Box 185, NORTH QUAY Q. 4000 AUSTRALIA 
ATTENTION: Mr. І. Johnson 
Director, Policy 

Additional information may be obtained by contacting Mr. Laurie Murray, 
of the Queensland Premier's Department. Telephone (61) (7) 2245913. 
Telex AA 40512 Qld СС. Facsimile (61) (7) 229 2990. 


QUEENSLAND. AUSTRALIA'S GROWTH STATE 


by means of = 
the Zones will 
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for clients requiring UK im- ` 


Migration. ‘Free booklet on 
JK immigration rules and 
‘ocedures available from: 


: : Att: FE 
“Pee | 39Queen Anne Street 
; 1; London WIM 9FA 
| К. 4 1 Tek: London 486 8142 
Telex: 8954102 


Swiss ао! : 
: International franc АА 


The key company for: 
~~ Back to back operation: 
— Trusteeship for pisse NR and fi- 
nancial operations 
== Assets management 
— Offshore companies’ formation, 
domiciliation and administration 
Please contact us in full confidence of 
DOM js A, 13 
S. Avenue Krieg 
Moe Bona / Switzerland 
Phone: 47 59 80 Fax: 46 14 85 
Telex: 421808 DEB.CH 








REAL ESTATE 


` SHOPPING CENTER | 


USA 


11: 117,000 Square foot, new 

‘strip. shopping center, lo- 
- cated next to a regional mall. 

< Northeast corner of U.S. — 

710096 leased to national 
‘companies. Cap rate of 
3.75%. Principals опу. 
Respond to РО Box 15232, 
Portland, Maine 04101, 
U.S.A. 


| APPOINTMENT | 
_OVERSEAS POSITIONS 


i personnel etc. 


-technical 
For free information about Qur publications, 
write: 


, Dept FE, 


Overseas Employment Services, 
PO Box 460, Town of Mount Roya, Quebec, 
| Canada HIP 3C 


This space is reserved for 
Classified 
Advertisements 


Reservations should be addressed to: 
International Classified Manager 
Far Eastern Economic Review 15th Floor, 
BO Gloucester Road 
GPO Box 160, Hongkong 
Tek 5.293123 
Telex: 62497 REVAD НХ 





Arexclisive and probabi y unrepeatable offer.. 


IP h о 
1 Only ені Танай ү 0t 2,000 sq. ft-in.a 


| private 5 acre tropical estate overlooking Patong 
‘Beach. Prices from US$77,000. 


xet 





“Galt HINTERSEARCH now on (51295623, 1602, Admiralty Centre, Tower 2, Hong Kong. | 





AMN 
ITS PUBLICITY CAMP? SN 
We are loojfng for two people to dodemanding jobs M the public informati 


program the international Secretariat of Amnesty ie VEO dan. 
Ме пе 


Head ofthe Media Unit — someone with extensive experiend® in Шпао- 
ing interndqnal public relations. This middle ma ment positis responsi- .- 
ble for devel&ping our work with the internationa ‘Média, our editorial: 
program and Bur audio-visual production. l| lead a team of profes- 
sionals worki under considerable pressure: Candidates must be able to 
give a tot of fne, energy and thought to planning and coordinating. media: 
initiatives invBlving staff and a network of volunteers worldwide. Piani 
skills, good judgement of international affairs and multicultural sensi 
essential. Fluent written and spoken English needed plus command of 

of Arabic, Frenchor Spanish. : 

Starting Salary (non-negotiable) £13 787 pa, with annual increments 
index-linking rising to £16 642 


Press Officer — a person with substantial experience in’journalism 

ing for the news media, able to work under constant pressures to 

S/he will write. news releases, brief and give interviews to journalists 
advise staff and members on media policy. Familiarity with intermatic 
news agencies riecessáry. Fluent written and spoken English essential: 
other languages an asset. 

Starting Salary (non-negotiable) £12 075 pa with annual increments and 
index-linking rising to £14 929 


Closing date for the receipt of application forms : 10 August 1987 
Interviews scheduled for weeks commencing 21 September 
and 28 September 1987 : 


For further information and an application form, please contact 
Personnel Officer 
Amnesty International 

international Secretariat 

1 Easton Street amnesty 
London WC1X SDJ Taa i 
United Kingdom interi TM 

Tet: (01) 837 3805 - SO 


Hampton & Sons, the leading UK Estate Age can assist you to buys - 
manage and arrange finance for your UK house or flat. 


Call Philip Jackson on 5-8104838 or telex 61851 FPDHK НХ 
Bampton & Sons 


Айша. Street, London SIA DRE Tele N 


POO ERE CER "Duis $ 
easy PORTES OMITED 
ФАН 28d Hese Two Exchange Square. Hong Res. 


‘HIDDEN TREASURE ——; 
OFFTHECOAST д 


Palm Bay a асрау dream. 2.343 hectares of tropical эту 
heart of a tourist paradise, fronted by calm protected 
waters and surrounded by lush National Parks. 
AUCTION DETAILS: To be auctioned on 
© Wednesday, July 22, 1987 at a.m, in our 
rooms, 9th Floor, Riverside Centre, 123 


v Engle Street, Brisbane. 


.. 9th Floor, Riverside Centre, 123 Eagle St. ; Brisbane 4000. pear 
Telephone: + 61 7 833 9888 Telex: 4442053 Fax: + 61 7 832 1326 


do MEET E 


В NAME | 
[ ADDRESS 
I POSTCODE 


\ 9th Floor, Riverside Centre, | 
123 Eagle St., Brisbane 4000. Australia. 


Telephone: 4-61 7 833.9833 
Telex; AA42053 Fax: + 61 7 832.1326 


Contact; Mr. David Dunworth First in Australian Property. Contact: Mr Sam Buchanan 


380 вий пий гин ниш киш киш кий тел жоп a з ШМ Hs t le mes a КЕШ 
For colour brochure etc. mail coupon to either of the joint selling agents: mare 


2 


_TELEPHONE/TELEX/PAX 


























“gt Was hke every cliché of the South 
eas you ever heard — iron-clad war- 
at the Apia wharf, and sailors from 
fofir nations roistering with pliant Sa- 
moanWirN in bars like Otto’s Reef and 
Jerome's Cove. The enormous King 
Taufa'ahau of Tonga presided over 
races by Polynesian Tautisi (longboats) 
side the reef, while relaxed Samoan | 
policemen clad in white versions of Lon- 
‘don, bobbies’ helmets, blue lava-lavas 
d. sandals controlled the excited 
wads. Visitors from overseas sported 
irts celebrating 25 years of Samoan 
idependence — made in China. And 
siting journalists were transported — 
me would say appropriately — on 
iini-buses prominently bearing the sign 
estern Samoan Society for the Intel- 















is not among the high- 
the South Pacific, was the al- 
legedlM inordinate amounts of revenue 
King T3ufa'ahau had spent on training 
the crefs for the 56-man longboats — 
the advanced technology of the 
15 themselves. The king was appa- 
y out to avenge an earlier defeat at 
the bands of both Western and Ameri- 
can Samoas. The gargantuan monarch, 
bizarrely clad in white shorts, stock- 
ings and a Mexican-style sombrero, and 
with a strong retainer to lean on as he 
staggered along, had even bought satel- 
lite time so that the races could be trans- 
mitted live to Tonga. 

In the event, his investment paid off. 
Tonga came in first and second in the 
key race. This irritated the Samoans, 
who sniffed behind their hands that the 
Tongans had secretly fixed mini-motors 
to their fautasi. 

Both the forum, and the anniversary 
celebrations of Western Samoa, the first 


































signs on the Pacific. region. But. the 
Americans gave a reception on their 
ship so that was okay as far as the locals 
were concerned. It was perhaps Austra- 
lia’s Bob Hawke who made the biggest 
faux pas by flying off after the forum 
had concluded to get on with his elec- 
tion. campaign — Samoan leaders had 
hoped he would at least be present for 
the independence day march-past where 
the answering 21-gun salute boomed 
from the decks of the Australian vessel, 
the Tobruk. 

Meanwhile, the resident Chinese 
ambassador, not to be outdone, had a 
Chinese acrobatic team on hand to en- 
tertain the locals, though the poker- 
facéd Chinese youths could hardly com- 
pete with the exuberant. Tahitians. 






















Indeed, many . 


isiting dignitaries 
tayed either in the 
"usitala (‘teller of 


lés). Hotel, named 
ће Edinburgh- 
rn author who made 
ioa his home, or at 
ggie Grey's, made fa- 
us in Tales of the 
Pacific. Unfor- 
y, Aggie Grey 
Af, now 89, who 
y. presides over 
hé hibiscus-bedecked 
tel lobby from а 
vheelchair, was too ill 
O-enjoy the anniver- 










Part of the US seventh fleet: no longer welcome. 









-< Finally, also on hand 

was Soviet, Ambas- 
sador to New Zealand 
(and Western Samoa) 
Vladimir Bykov, look- 
ing sporty in British 
Harris-tweed jacket, 
kissing the ladies on 
both cheeks, exuding 
«the spirt of glasnost and: 
* doing his bestto project 
an unthreatenjpg Soviet 
presence. 

In all, the French 
probably won the battle | 
of the glad-hand — 
they have also been 
prominent .recently in 
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ary celebrations, which 
mmediately followed the 18th South 
acific Forum meetirfg in Apia, where this 
“year the Fiji coup dominated discussions. 
Not surprisingly. perhaps, even at 
he birthday celebrations there was 
much talk of coups in the air, until re- 
cently an unusual subject for the South 
'acific. When fireworks began explod- 
in the garden of the New Zealand 
igh Commissioner during a reception 
for visiting government leaders, one 
diplomat muttered wryly: "I hope it's 
not a coup." Tiny Nauru's feisty Presi- 
“dent Hammer Deroburt, who-attended 
both the forum and indepdgdence 
celebrations, was.said to. have b 
his entire cabinet along іп case anyone 
got Col Rabuka-like. ideas back home 
-during his absence. And a visiting 
academic who had just arrived from 
Tonga said the inhabitants of the South 
Pacific's only monarchy were showing 
án inordinate interest in the Fiji events. | 
, One person he gpoke to on the stree 
"even asked him Y there was a book 6 
how to make a coyp. (There is: Edward 

| Luttwak’s The Cop.) 
| Onmhiptef among the Tongans, whose 











South Pacific state to gain indepen- 
dence (1962), brought together a who’s 
who of the South Pacific. It was show- 
the-flag-time with a vengeance at a time 
when some Australian journalists are 
colourfully writing of the Pacific as a 
“bubbling cauldron.” Gaston Flosse, 
French minister for the South Pacific, 
was the most eager of the suitors, an- 
xious to placate Pacific islands’ leaders 
over recent French policy in New 
Caledonia. He had in his entourage a bevy 


of long-haired Tahitian vahines to бае | 


the locals with hip-wiggling dancing. 


N ew Zealand’s David Lange was hap- 
pily snapping pictures, and during a 
line-up for official photographs could be 
heard tactlessly boasting to other Pacific 
leaders that New Zealand had con- 
structed the new parliament building in 
Papua New Guinea — not the kind of pa- 
tronising that goes down well in the re- 
gion. 


Adm. Ronald J. Hays, commander- 
in-chief, US Pacific command, flew in 


on his way to China and sounded the 
usual American refrain of Soviet de- 











— disaster: relief in the 
typhoon- and tidal-wave-prone area: 
The French even.charmed the taciturn 
New Zealanders, whose vessel was 
moored alongside the French Dumont | 
D'urville, by putting опа sensual Tahi- 
tian dance performance on deck and in- 
viting the Kiwis to watch. | 

The foreign sailors, indeed, brought 
a light touch to all the. receptions — 
even if the Aussies:did tend to hit the- 
grog and drape their arms affeotionatel 
around the shoulders of dignified Sou 
Pacific: chieftans. After all, some of 


these leaders. had found the effects of | 


the most traumatic constitutional up- 
heaval in the region for many years 
rather trying. Deroburt had. been suffi. | 
ciently-affected by the events in Fiji to 
make an impassioned, sometimes tear- 
ful harangue during the forum, and Sir 
Robert Réx of tiny Niue had been so 
stirred he. delivered.his fir speech*to 
the gathering in four years. 

` So the South Pacific leaders were 
quite ready when the time came to 


“enjoy independent Samoa’s birthday 


with as much gusto as anybody else. 
2 774imPringle 
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A World of Difference it 
International Distribution C 
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Our service has grown 
[ Over the years, from strength 
to strength. 

We've extended our 
deep sea route network and 
inland transport systems so 
that we can deliver door to 
door throughout the world. 

In the process, we've 
carried just about every type 
of cargo large and small — 
from a single consignment to 
high volume container traffic — 
giving the same care and close 
attention to detail to the 
movement of every shipment, 
regardless of size. 

Now, to the growing 
range and depth of our own 
resources, we can add the 
strength of P&O. 

The result is a total 
distribution service which is 
not only fully comprehensive — 
it's also infinitely flexible. 

Which is why we're able 
to tailor it to the needs of 
individual shippers; anywhere 
in the world. 

And that makes a world 
of difference. 


P&O Containers Limited 


AGENTS: - 
Hong Kong. Swire Shipping (Agencies) Ltd. Tel: (5) 264311 
Japan. Swire, Tokyo. Tel: 03-230 9100 

i i ing Pte Ltd. Tel: 2252233 


pore. 
Malaysia. Container Agencies Sdn. hd., Kuala Lumpur. Tel: 2484544 
i Borneo Agencies Ltd, Bangkok. Tel: 234 2080. 

Phili i ies Inc., Manila. Tel: 50 18 31 
Tai uropean Trade) Jardine n & Co, Ltd., Taipei. Tel: 393 1177 
rode d "Taiwan Swire x Taipei. B е Д = ae ace 

. Korea Trade), You ippi ia . Tel: 7530451/9 
(Gulf Trade) Henne оо Спати Shipping Co. Ltd., Seoul, Tel: 
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The original 8-MHz i 
COMPAQ DESKPRO 286° 
Best in its class. 


Introducing the new 12-MHz 
COMPAQ DESKPRO 286: 


50% faster, 100% Compaq. 


* You've never seen this much per- 
formance in an 80286-based desk- 
top. Numerous enhancements to 
its proven technology are one 
more example of how Compaq 
gftaintains its in@yistry leadership 
by improving and innovating. 

Compaq raise&jhe standard 
8-MHz processing 
speeds. Now we're setting the 
pace again with 12 MHe, so you 


— 


can run industry-standard soft- 
ware up to 5096 faster. 
And so you won't lose compati- 


.. bility, we pioneered dual-speed 


p which reduces speed 
rom 12 to 8 MHz in the few cases 
it's needed. 

Compaq also maintains hard- 
ware compatibility with 8-MHz 
Es ees slots that let you use 
industry-standard expansion boards, 
modems and add-ons without 


' sacrificing your 12-MHz speed. 


Hidden assets, 


While many manufacturers crip- 
ple high-speed processors with 
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. 
low-speed RAM, Compag gives 
you up to 2.1 megabytes of 12- 
MHz RAM on the system board 
without using an expansion slot, 
8.1 megabytes using only three. 

Speed is also boosted by high- 
performance 20-, 40: or 70- | 
megabyte fixed disk drives with 
some of the industry's fastest 
access times. And to protett data, * 
we offer an internal 40-megabyte 
fixed disk drive backup syst&™, 
another innovation. 


Uncompromising vision 


The COMPAQ DESKPRO 286 
gives you better display options 


— 
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are out of sight. 
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The new 12-MHz 


COMPAQ DESKPRO 286: 
Now the best is better. 





than any other PC in its class. 

The COMPAQ Dual-Mode 
Monitor displays both high- 
resolution text and graphics. 
And the COMPAQ Color Moni- 
tor and COMPAQ Enhanced 
Color Graphics Board support 
EGA and CGA standards, dis- 
playing 16 colors at once from a 
palette of 64. 

You get more expandability 
too—#ith seven available full- 
height expansion slots and room 

or four internal half-height 
storage devices, including 1.2- 
megabyte or 360-Kbyte disk- 
, ette drives. 


See for yourself 


Our improvements may be hid- 
den, but they're clearly apparent 
in superior performance. That's 
why the most demanding users 
prefer Compaq. And why we can 
offer a full-year limited warranty. 
Seeing is believing. Contact the 

authorized dealer nearest you. 
Hong Kong, 

Microware U.S.A. Limited, 

Tel. no.: 471289, Tix. no.: 89586. 
Jakarta, Indonesia, 

PT Elang Mahkota Komputer, 

Tel. no.: 361343, Tlx. no.: 63651. 
Kuala Lumpur, Malaysia, 

Microcomputer Centre (M) Sdn. Bhd., 

Tel no.: 7188332, Tlx. no.: 37830. 


Karachi 2, Pakistan, 

EMBA Corporation (PVT) Ltd., 

Tel. no.: 237283, Tlx. no.: 24492. 
Manila, Philippines, 

Datronics Philippines, Inc., 

Tel. no.: 818-2703, Tlx. no.: 23232. 
Singapore, 

Computer Industries Pte. Ltd., 

Tel. no.: 2255836, Tlx. no.: 22907. 
Bangkok, Thailand, 

Olympia Thai Ltd., 

Tel. no.: 2340770, Tix. no.: 20191. 

1987 Compag Computer Corporation 

All rights reserved 


p - 
_ LOMAG, 


It simply vfs better. . 






This in fact, is a 
hotel suite at the 
Goodwood Park, one 
of 235 suites that has 
been luxuriously appointed, 
with every modern amenity 


immaculately 










catered for. 

After all, the 
comfort, convenience 
and well-being of our 
guests is the essence 
of guarding so 
efu N the unique 
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SINGAPORE 


e 22 Scotts Road NU 0923. Tel: 7377411. Telex: RS 24377 GOC )DTEL. Cable: GOODWOOD 


xod Group Singapore: Goodwood Park. York. Boulevard. Ladyhill 
Member of The Steigenberger Reservation Service H 
Reservation ondood Hotels € orporation Pte Ltd Tel: 5-246303/5-258007/8 (Hong Kori) 


` N Goodwood Park Hotel Sdn Bhd Tel: (03) 2929275/6 (Kuala Lumpur) 
a Your travel agent or airline Pergo Horas 
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You Could 
Gather 
It Yourself 


The Recognized Authority 
Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter cof its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in орле. 


Why not subscribe now*and discover * 
for yourself how the CHINA TRADE 
REPORT can help eliminate the, mystery 
and much of the risk in doin business 
with China. 


Small Investment . . . 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing жом. A small 
investment today may pay handsome 
dividends later in saved time, energy and 













































Circulation Manager, 

Far Eastern Economic Review, Ltd., 

G. P. O. Box 160, 

| Hong Kong 

| Please enter my one year subscription 
(12 issues) for the CHINA TRADE &EPORT. 

| | enclose a cheque/money order of 

| made out to the Far Eastern Economic 
Review. Or, please charge my credit carc 

| (tick one): 

| American Express Diners Club O 











MasterCard O Visa O 
| (Please print in block letters) . 
| Сага Мо: В nist. 
Exp. Date: ————— — ———————— 
| Signature: — ea 
Name 











| Annual subscription rates: HK$2,310 US$300 
Sent airmail anywhere in the world. 
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^ Ereryone flying United's Business Class 


Okay. So not everyone is 
flying United’s Business Class to 
America. But special dividends 
await those who do. Starting 
with the convenience of having 
nonstop fights from all over 
Asia to all over America. 

You can fly United nonstop 
from Seoul to Chicago. From 
Hong Kong to San Francisco or 
Seattle. From Taipei to 

-San Francisco. С Jr daily from 
Tokyo to New York, 
Los Angeles, San Francisco, 
Seattle or Honolulu. 


^ 


9 TED RESERVATIONS AND INFORMATION 


Once in the U.S., United and 
our United Express partners can 
fly you on to almost 200 cities in 
all 50 United States, including all 
the top business centers. 

And United's VIP Hotel 
Program, which offers Business 
Class passengers special rates at 
special hotels all over the U.S., 
also helps make things 
convenient. 

So if you're planning a 
business trip to the U.S., just 
raise your hand. And dial your 
Travel Agent or United. 


Y@ (03) aw 4411 € OSAKA (06) 271-5951 е NAGOYA (052) 571-5488 
pco" (02) 777-2993/7 € BEIJING (01) 5001985 ө SHANGHAI (021) 530210 
^, HONG KONG (05) 810-4888 ө TAIPEI (02) 703-7600 € MANILA (02) 818-5421/25 


`ù SINGAPORE 220-0711 @ BANGKOK (02) 253-0558 


4 KUALA LUMPUR (03) 2611433 € JAKARTA (021) 361707 


Routes and schedules are aubiact in rhanna 


. toAmerica,raise your hand. 
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We are Americas S 
Friendly Skies. 


United 
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‘How times have change 
at Wimbledon. — 


Wimbledon. Organised to raise funds 


Кы \ 


> dies ` < d EM 
a new lawn roller in 1877 Mildly igternatié A 
by 1907 The dream of the worlds most gil x 
tennis players for something over seven decad: Y 


Wimbledon fortnight. Today 14,000 sp- 
tators daily witness breathtaking tennis 
Wimbledons Centre Court. Millions me 
across the world watch on television. ` 


The original courts for “the new game, 
lawn tennis” were shaped like an hourglass 
The hourglass went, but timing i а 
everything lor Wimbledon champions. А 


it is Rolex of Geneva who m« asure the sc 
and the time and the duration of matches. 
This is why we like to say Wl 
that, today, everyone at Wimble- * — - 
don uses a Rolex. ROLE 


€ Geneva . 


WATCHES FEATURED 
THE ROLEX LADY DATEJUST AND ROLEX DATEJUST CHRONOM RS 


BOTH IN STEEL AND 18С1 GOLD WITH JUBILEE BRACELETS 
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